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1. Project Synopsis

Project Title

:
Insurance Advisory Services (INAS) II

Project Number
:
EUROPEAID/112819/C/SV/RU

Country

:
Russian Federation


Project objectives
To promote further development of the insurance market in Russia by advising on the modification of the legislative framework, increasing the professionalism of Russian insurers, assisting in the modernisation of the Insurance Supervision Department (ISD) and increasing the operational effectiveness of the insurers’ professional association (ARIA).

Planned outputs

Advancing ARIA’s position as the prime focus for representation of insurers’ interests, both regionally and internationally.

Meeting the recommendations of the International Monetary Fund in accordance with the Core Principles of the International Association of Insurance Supervisors.

Enhancement of insurance industry operations and management practices to achieve international standards.





Advice on the establishment of a system of professional qualifications for the





insurance industry.

Project activities 

The Beneficiaries have confirmed certain priorities on which the Project will focus.

Component 1


Support for the development of the industry:
Sub-project 
1.1

Enhancement of professional capabilities through direct consulting 





and working groups.



1.2

Institutional development of ARIA and increasing its public profile.



1.3

Advice on the implementation of professional training.



1.4

Combatting insurance fraud.



1.5

Developing legislation and market co-operation in:

i.   
Compulsory Motor Third Party Liability

ii.   
Life and Pensions

iii.   
Strategic Planning

iv.   
Sales + Marketing

v.   
International Accounting Standards

vi.       Other priority areas as identified

Component 2:


Modernisation of the Insurance Supervision Department


2.1

Reviewing the operational structure as an Independent Regulator.

2.2             Providing assistance on IAIS standards and licensing procedures.




2.3

Advising on latest international practices for prudential regulation and financial viability of companies.



2.4

Advice in the analysis of financial accounts of insurance companies.



2.5

Comparative analysis of legislative issues particularly for MTPL, long term Life and Mutual insurance systems.

Component 3:


Legal assistance to the industry, ISD, Government and State Duma on WTO and PCA negotiation activities.



3.1

Review of other WTO applications.



3.2

Provision of supporting legislative acts.

Target groups:

The principal beneficiaries are the All-Russian Insurance Association and the Insurance Supervision Department. Selected insurance companies will benefit from direct consultancy and participation in working groups. Findings from these meetings will subsequently be made available to the market.

Project starting date:

1st October 2002

Project duration: 

24 months, until 30th September 2004

2. Summary of Project Progress since Inception period 

(1st April 2003 – 30th September 2003)

This report covers developments in the project for the period of execution from 1st April 2003 to 30th September 2003. Major issues raised in the monthly reports for April 2003 through August 2003 plus activities in September 2003 are incorporated herein. The project team has continued to maintain a flexible approach in meeting the wishes of the beneficiaries.

Steering Committee

The second meeting of the Steering Committee was held on 1st July 2003 and attended by Mr. Koval, President of ARIA, Mr. Serebrennikov, Head of the Department of International Affairs, and Mr. Averin, Deputy Head of the Department of International Affairs, from the ISD.

At the request of the members of the Committee the Project Team achieved the following results: 

· The schedule of the study tours and workshops was submitted to the EU Delegation.

· The process of signing contracts with insurance companies was substantially completed.

· Formal requests for the reallocation for the capital expenditure budgets were received from ARIA and the ISD and submitted to the EU Delegation for approval.

Selection Committee

The initial list of companies approved for participation in working groups was agreed upon at the Selection Committee meeting on 25 April.

At its third meeting on 23 June, the Selection Committee expressed concern at the slow take up of direct consulting and proposed to give these outstanding a deadline for agreement. On 30 July further companies for direct consulting were approved and contacted in August.

Component 1. Support for the development of the industry

Significant progress has been achieved with respect to the signing up with companies to participate in direct consulting.

Assistance was given in translating text into English for ARIA’s first Annual Report.

The project played an active role in the Insurance Summit held by ARIA in May.

Close relations have been established with RSA, the Russian Motor Insurers’ Association, for whom a number of reports have been completed.

Co-operation with the European Business Club has continued resulting in a proposal to hold a joint workshop on Unit-linked policies. This is to better reflect the interests of European insurers wishing to participate in the development of the life and pensions market in Russia. 

Study tours and workshops
Important issues relating to the implementation in Russia on 1st July of Compulsory Motor Third Party Liability were addressed by study tours that went to the UK in June and Ireland in August, both of which were considered to be very informative.

The programme on workshops covered a wide range of issues. Over 20 workshops have been held in the last six months and the subjects covered can be seen in Annexes 1 and 3. 

Component 2. Modernization of the Insurance Supervisory Department

The following reports and recommendations were prepared and submitted to the ISD:

· Rules for Life Insurance Reserves.

· Recommendations on capturing statistical information and formats on Motor Insurance.

· Recommendations of the “Rules for Non-life Insurance Reserves”.

· Report on structures of other Independent Regulators in the EU.

Reports that are under preparation and not yet submitted include:

· Insurance classes in the EU and comparison with the Russian classification.

· Recommendations for perfecting the licensing system in accordance with EU standards.

· Analytical survey of practical work at EU Supervisory Authorities for insurance classes such as MTPL insurance and long-term life insurance.  

The EU Directives on insurance were translated and forwarded to an external expert for proof reading.  

Workshops

Many more workshops have been identified for the ISD than originally envisaged allowing for interactive and detailed discussion. In the last six months, the ISD benefited from twelve dedicated workshops in the last six months (Annex 1, Annex 3), which were devoted to the following issues:

· Solvency of insurance companies.

· Insurance classification of the EU.

· Rules and regulation of licensing in EU countries.

· Independent regulatory authorities.

· Actuarial issues.

· International Accounting Standards in insurance.

· Corporate governance.

· Risk-based capital adequacy model.

· Regulation of mutuals.

· On-site and off-site inspection issues (covered by three roundtable sessions).

Study tours

The schedule of study tours (September 2003 – August 2004) was agreed with the ISD and submitted to the EU Delegation (Annex 2). 

A study tour relevant to the requirements to the specific requirements of the ISD went to Greece in July.

3. Summary of Planning for the Remainder of the Project

Component 1. Support for the development of the industry

The next six months will witness an intensive programme of direct consulting with a number of insurance companies on a variety of topics. Project reporting will revert to a monthly short form report until the third Progress Report due in March 2004.

Working groups will continue to be directed to a wider audience than originally anticipated plus measures will be taken to ensure wider dissemination to the regions.

Further study tours will be facilitated as per the respective schedules of study tours for direct consulting companies in conjunction with the ISD and ARIA (Annex 2).

Component 2. Modernisation of the ISD

Over the next six months the Project Team proposes to submit:

· Recommendation for perfecting the licensing system in accordance with EU standards.

· An analytical survey of practical work at EU supervisory authorities for insurance classes such as CMTPL.

· Reports on regulatory issues and pensions insurance in the EU/Russia – a comparative analysis of legislation on life and pensions insurance in the EU, plus recommendations on bringing long-term life and pensions insurance within the EU practices will be merged as agreed with the ISD (Annex 13).

· Guidelines on operational supervision of intermediaries/brokerages will be prepared.

· Report on transparency requirements in insurance and reinsurance companies.

· Guidelines (instructions) on operational supervision – technical provisions and reinsurance risks.

· Report on requirements regarding HR development within ISD.

· Recommendations to the report on structures of other independent regulators.

The prioritisation of EU Directives for translation will be identified and followed by a dedicated workshop.

Workshops

The following issues will be covered by workshops (Annex 1):

· Operational supervision – technical provisions and reinsurance risks.

· “Fit and proper” test on insurance companies’ management.

· Financial ratios to asses overall solvency and financial stability of insurers. 

· EU Directives on insurance.

Study tours

According to the approved schedules of study tours for ISD, eleven study tours are currently planned to be held during next reporting period (Annex 2).

Component 3. Legal assistance to the industry, the ISD, government and State Duma on WTO

· The report on WTO will be finalised. A comparative analysis of the respective data will be added and a list of recommendations will be compiled to be submitted to the ISD.

· Specific guidelines and recommendations for Russia’s successful entry into the World Trade Organisation will be developed.

· The report on the Partnership and Cooperation Agreement with all the changes to the topic proposed by ISD will be finalised within the next few months and submitted to ISD.

4. Progress in Reporting Period

Introduction

This is the Second Progress Report incorporating highlights of the six months period of April to September 2003 inclusive. Since the first Progress Report (January – March 2003), short form reports have been issued each month from April 2003 to August 2003 inclusive.

Issues regarding the entry of European insurers into the Russian market have received considerable debate in the press with the final prospect in September that certain concessions will be confirmed by the Duma. Amendments to the insurance law have been approved by the Government and the respective Duma Committee for ratification by the Duma as a whole. This will entitle European insurers to write life and pensions business as well as compulsory insurance.  

This reporting period has seen increased activity in all areas both in terms of the project as well as in developments in the market such as the advent of Compulsory Motor Third Party Liability on 1st July 2003.

Discussions with the Beneficiaries have been finalised with regard to re-allocation of the budget for Capital Expenditure and requests have been submitted to the EU Delegation in September 2003 from whom agreement is expected shortly.

In an attempt to introduce more structure to the dealings with ARIA and the ISD a program of conducting regular month end meetings has been implemented and 3 such meetings were conducted with both ARIA and the ISD during this reporting period. These meetings have been well received and serve as an ideal forum for problem resolution and project planning. The proactive participation of ARIA and ISD personnel is appreciated by the project team, and these meetings are scheduled to continue for the remainder of this project.

Steering Committee 

The second meeting of the Steering Committee coincided with the implementation of Compulsory Motor Third Party Liability on 1st July. This meeting saw a number of concerns raised by the Beneficiaries particularly in relation to the organisation of study tours and workshops (Annex 4). 

Concern was expressed by the project team that there appeared to be a low attendance by members of ARIA at project events. This has improved since the provision to the project team of membership details authorised by Mr. Koval, President of ARIA. It was also decided to attempt to accelerate the decision making procession on direct consulting and to finalise the reallocation of capital expenditure with the Beneficiaries. 

Following the request of members of the Committee the Project Team achieved the following results:

· The schedules for study tours and workshops have both been submitted to the EU Delegation.

· The process of signing direct consultancy contracts with insurance companies has been substantially  completed.

· Formal requests for the reallocation of the capital expenditure budgets were received from ARIA and ISD and submitted to the EU Delegation for approval.

Selection Committee

The initial list of companies approved for participation in working groups was agreed at the Selection Committee meeting on 25th April. 

On 25th June the Selection Committee approved companies for participation in workshops and five more companies were approved to receive application forms for direct consulting. Those companies which had already agreed to direct consulting, but had not confirmed by contract, were encouraged to do so as soon as possible. 

At its third meeting, the Selection Committee expressed concern at the slow take up of direct consulting and proposed to give those outstanding a deadline for agreement. On 30th July further companies for direct consulting were approved and negotiations commenced in August. 

Component 1. Support for the development of the industry. Direct consulting and working groups

1.1 Direct Consulting and Working Groups

During the reporting period significant time and effort was spent by the project team in attempting to promote direct consulting initiatives to insurance companies. Numerous targeted meetings were held with insurance companies to discuss topics for consulting and contract terms.

The process of signing direct consulting contracts has now been substantially completed. Two companies originally approved to receive direct consulting opted not to take on services due primarily to an inability to contribute towards the costs of receiving the services or because of other priorities. 

Close communications with ARIA and the EU Delegation with respect to the limited momentum on the issue of Direct Consulting vis-à-vis the actual signing of contracts was maintained throughout the reporting period. It was eventually agreed with both ARIA and the EU Delegation to communicate to all insurance companies approved for participation in the direct consulting initiatives, a deadline of 26 September 2003 after which time the direct consulting budget allocated to than would either be re-allocated to another company or considered for re-allocation towards other project consulting initiatives. 

This decision proved decisive and much of the direct consulting budget has successfully been allocated and contracted for. Annex 6 includes a summary of all contracts signed or pending. Nine companies have signed contracts including the largest Russian insurers. The main areas of direct consulting comprise life insurance, MTPL, strategic planning and training in IAS.  

The project team is currently soliciting recommendations from ARIA as to possible areas of consulting that could be covered under the remaining unallocated Direct Consulting budget. Preliminary indications from ARIA are that they would prefer to see this budget directed towards initiatives intended to develop the insurance market as a whole. The offering of the budget surplus to those companies who have already contracted to receive direct consulting (i.e. incremental funding) is not considered by ARIA to be equitable. This issue needs to be considered by the Project Selection and Steering Committees.


The project team sourced further experts to meet the wishes of the beneficiaries (Annex 11 CV Summary). 

Workshops have been organised on a regular basis and, according to the feedback forms (Annex 3), have been mainly well received by the Beneficiaries with few exceptions. Some concerns were raised that there were too many workshops at one time but this now seems to have been accepted, given intensive sessions over 3 days in September led by Dr. Mueller for the ISD. Detailed plans for workshops to be conducted over the next 6 months have been presented to ARIA and accompany this report as an appendix (Annex 1).

Discussions have continued with the Swiss Re and Munich Re, who have offered their support on specific topics for workshops. A schedule of workshops conducted since the start of the project can be seen in 

Annex 1. It should be noted that, whereas the Terms of Reference had limited the number that should participate to 10, the project has achieved attendance of up to 55 with the potential for more in prospect. 

In addition, the range of subjects has been broadened to reflect market interest and this has included a workshop on Underwriting in September, which proved popular. This extra delivery and the wishes of the beneficiaries have meant that the duration of these workshops has been reduced in order to achieve a broader knowledge base. 

The provision of workshops to the regions has remained a concern of the project team and at the end of September we received indications of forthcoming workshops during a visit to ARIA’s representative office in St-Petersburg and a letter was received from ARIA indicating that they would like workshops to be held in St-Petersburg, Samara, Rostov-on-Don and Kazan, where a conference will be taking place in mid December.

Workshops have been held, whenever facilities were available, in the offices of the Lead Contractors in order to optimise the use of organisational time and resources.

1.2 Institutional Development of ARIA and Increasing its Public Profile

This six months have included support from the project team by actively participating in the Russian Insurance Summit held by ARIA in May, including chairing the final session. Assistance was also given in translating text into English for ARIA’s first Annual Report.

In July, a presentation on the Tacis project, and therefore reference to ARIA, was given to the Under 35s Reinsurance Group from the London Market.

Advice was given on how to improve ARIA’s website and the methodology required to establish an electronic library. A report has been prepared on guidelines on avoiding fraud together with a review of applicable criminal legislation, and will be delivered shortly.

Following the study tour to London, a considerable amount of material was sent to ARIA, which can be utilised by ARIA’s proposed Information-Consulting Centre (ICC).

Efforts have continued to be made to ensure that the international community is aware of the development taking place in the Russian insurance market. Copies of the EU brief on this project were circulated at the Annual Conference of the Singapore Insurance Institute in July, where the project team leader was shown as representing Russia.

An article by Mr. Koval, President of ARIA, featured in “Insurance International”, following introduction by the project team to its Editor during the study tour in December 2002.

Arrangements have had to be re-scheduled at the last minute for a talk on Russia’s developing insurance market which will be given to The Insurance Institute of London in Lloyd’s in October. The meeting will be chaired by a Partner of PwC’s London office.

Arrangements were also co-ordinated in September for an article on Russia to feature in the next issue of the Journal of The Chartered Insurance Institute, which will be attributed to ARIA.

This issue of The Journal should be published in time for the international conference “Insurance in Russia and the CIS” being held in London on 17-18 November at which both Mr. Koval, President of ARIA, and Mr. Pylov of the ISD are due to speak.

Proposals on a Compensation System and Claim Dispute procedures between insurance companies has been completed and will be submitted shortly.

Information on Motor Bureaux in the EU has been proposed and is awaiting proof reading. 

Mention of ARIA’s Insurance Summit scheduled for May 2004 was made to both the Irish Insurers’ Federation and the President of the Irish Broker’s Association, who expressed an interest in possibly participating. ARIA has been informed.

1.3 Advice on the Implementation of Professional Training

Creation of a long distance learning centre was discussed at the July Steering Committee and subsequently suspended. 

Efforts were directed towards the organisation of a train-the-trainer event, though it was eventually decided not to proceed with this initiative. 

1.4 Combating Insurance Fraud

The conference on fraud organized by the International Association of Insurance Fraud Agencies, which ARIA had planned to attend in June, was cancelled. This has now been re-scheduled for April 2004 and details have been forwarded to ARIA. It had been hoped that the ISD would be represented on the Speaker’s Panel.

The issue of fraud, particularly as it affects motor insurance, was studied in some detail during study tours to the UK in June and Ireland in August. A great deal of material, provided by the Royal SunAlliance in Ireland, will shortly be posted on the websites of ARIA and the RSA.

A report on “Guidelines on claims and a review of applicable criminal legislation” has been prepared and will be released shortly.

1.5 Developing Legislation and Market Cooperation

During the last six months a number of workshops have been conducted by the project team together with reports prepared on issues ranging from compensation schemes and motor bureaux to legal issues affecting CMTPL and mutuals as well as fraud.

Regular contact has been maintained with the Chairman of the European Business Club’s Insurance and Pensions Committee.

Meetings with ARIA’s operating committees have not proved possible to date. We are awaiting introduction by ARIA  so that the project team may make a contribution towards the development of a market-wide Insurance Law Association.

Study tours 

In the last six months, two study tours have been conducted. The first in June went to London to benefit from attending a conference on “Excellence in Claims Management”, which covered a number of issues relevant to the Russian market particularly Motor Third Party Liability and identifying fraud which was the focus of the visit. 

The most recent study tour to Ireland at the end of August focussed on fraud and Compulsory Motor Third Party Liability and included representatives from ARIA, the ISD and the RSA. A great deal of information was assimilated from the Irish market including details of a Road Safety Campaign and Indicators for fraud, which have been passed on to the RSA. 

Discussions have continued with ARIA to finalise their schedule of study tours which remains indicative only.

Component 2. Modernisation of the Insurance Supervisor’s Department

Reports for the ISD

We have received three letters with recommendations concerning the “Rules on establishing life reserves” from EBC, a long-term international expert, Robert Van Leeuwen, and Watson Wyatt. Two meetings were held to discuss the issues. The final version of  “Rules for Life Insurance Reserves” was prepared and submitted to the ISD. 

A letter dated 4 June was received from the ISD confirming their request to review their draft (18 pages) for inclusion in an insurance company’s annual report to assist in the statistical analysis of CMTPL business. This will help in judging whether the CMTPL tariffs have been computed correctly. After several meetings with the ISD recommendations on collecting statistical information on motor insurance were prepared and submitted to the ISD.

Recommendations on the “Rules for non-life insurance reserves” were prepared, translated and submitted to the ISD after the workshop on actuarial issues where these recommendations were presented. 

A response letter was sent to Mr. Zubov, the Deputy of the Duma, regarding mutuals with a request to hold a meeting to discuss the issues. Negotiations were held with representatives of the RF State Duma, covering the subject of the report on the business of mutual insurance society in EU, during the reporting period. A report was prepared in September and will be translated in October and submitted to the Duma and the ISD.  

A report has been prepared entitled: “Report on Independent Regulators”, which covers twelve countries most of which are in Europe. The Report received favorable feedback from the ISD. 

The analytical survey of the types of insurance classes in the EU has been completed and comparison with the Russian classification will be completed in the next reporting period. 

The requested work on translating of the EU Directives for Life, Solvency and Non-Life was completed. Translation of further EU Directives is anticipated, but has yet to be scheduled. Funding for this is earmarked to come out of the reallocated Capital Expenditure budget.

In September a letter was received from the ISD in which they suggested to exclude further activities associated with respect to the review of the IT system at the ISD from the work plan (see Annex 8).

This is a pity as statistical data from the ISD is an important issue for insurance companies and ARIA.
The following three reports are in the process of being finalised and it is expected that they will be submitted not long after the end of reporting period in question:

· Insurance classes in the EU and comparison with the Russian classification.
· Recommendations for perfecting the licensing system in accordance with EU standards (September).
· Analytical survey of practical work at EU supervisory authorities for insurance classes such as MTPL insurance long term life insurance. 
Workshops

A workshop on actuarial issues and reserving practices for the ISD and insurance companies was held on 24 June 2003 with support from the Guild of Actuaries. Our experts presented our suggestions on improving the Rules on establishing life and non-life reserves. Watson Wyatt gave a comprehensive guide on reserves for MTPL and highlighted the need to learn from the experience of Central and Eastern Europe.

Two seminars on EU classification and licensing were held on 26-27 June 2003. 

On July 2, 2003 a workshop on “Independent Supervisory Authorities in the European Countries” was conducted. The workshop was reported to be a success. 

ISD received three dedicated workshops and two round tables (from 11 September to 18 September, 2003): 1) supervision of mutuals, 2) on-sight and off-site inspections of insurance companies and 3) independent regulators in the EU.

The workshop on “Risk-based Capital Model” was conducted on 25 September 2003 for ISD employees. It was demonstrated that Rating Agencies take a tougher stance on solvency issues than a Regulator and that the companies could not expect to achieve a higher rating than the Sovereign rating of the country in which they are domiciled. This workshop received high ratings from the participants.

In addition, ISD employees attend the following workshops: 1) Corporate Governance, 2) IAS in insurance, and 3) Morotania (Business simulation program).    

Study tours

A study tour in July, organised specifically for representatives of the ISD, was conducted in Athens and focussed on educational and regulatory issues.

In addition, two employees of the ISD participated in the study tour to Ireland. This study tour received a favorable comment from the ISD. 

The issue of short term placements has continued to be discussed and we are awaiting confirmation from the ISD as to prospective candidates and the topics to be covered.
Component 3. Legal assistance to the industry, the ISD, government and State Duma on WTO

The research conducted by the project team towards the WTO report in the last few months, contains an analytical survey and a structural review of the experience of other countries that have joined the World Trade Organisation. The intention has been to identify a model pool of states that have joined the organisation in the past five years, whose track records and experience during this period would serve as a valuable indicator of the potential ramifications of Russia’s future accession to the WTO.

Following a meeting on 15 May with the ISD and their letter of 29 May 2003 regarding the First Progress Report, it was suggested that this component should more properly research the “Ramifications of Russian’s meeting  PCA obligations on the relations with the third countries within the WTO framework”.  In the ensuing period, the research planning focused on the realignment of the investigative process towards the new requirements, as requested by the ISD. The findings of this process was compiled in a preliminary version commentary that was circulated internally for additional remarks by experts on the field and their feedback is awaited shortly.

At the same time, the project team continues to source information garnered from global media sources so as to ensure that the report on the Partnership and Cooperation Agreement contains the most accurate and up-to-date reflection of the rapidly changing politico-economic parameters  related to it.

5. Project planning for next reporting period

The next formal reporting period will be for the 6 month period up to March 2004 but we will continue the practice of issuing a monthly report in addition to holding monthly review meetings with the beneficiaries. As mentioned earlier approval from the EU Delegation on the reallocation of the capital expenditure budget is expected shortly and this will impact on certain deliverables.

Component 1. Support for the development of the industry

Direct Consulting and Working Groups

Now that companies entitled to direct consulting have signed their contracts or committed to do so in the immediate future, we will hold a meeting of the Selection Committee to confirm the nature of the contracts and their respective budget allocations.

The main areas of interest for direct consulting are Life, Compulsory Motor Third Party Liability, Fraud prevention, sales and marketing and strategic planning. At the regular monthly meeting in September 2003, ARIA recommended that any surplus from direct consulting should be re-allocated to market wide initiatives including regional  workshops. This issue needs to be considered by the Selection and Steering Committees. The project team also believes that it is necessary to reconsider the possibility of offering additional direct consulting to companies who have already contracted to receive direct consulting, and/or to offer consulting to other insurance companies approved by the Selection Committee. 

The focus in the first year of the project has been largely on Compulsory Third Party Liability and fraud and this will continue to be reflected in workshops in October with fraud in autoinsurance by John Wagstaff of the Royal SunAlliance and CMTPL by representatives of the German Insurers Association – GDV.

A particular interest of direct consulting companies has been sales and marketing; accordingly, it is planned that distribution systems will be covered by a talk on bancassurance. As there is the prospect of a change in the law regarding the life and pensions sector, we are working with the European Business Club to run a 2-day workshop on unit-linked life insurance in Europe. 

We are responding to the demand for more detailed knowledge of the application of International Accounting Standards by holding an intensive 5-day training workshop session in November 2003.

Suggestions for holding workshops in the regions to coincide with programmes being held by ARIA”s representative offices will be followed up. The latest regional centres recommended by ARIA vary slightly from those agreed by the Selection Committee and are now St.Petersburg, Samara, Rostov-on-Don and Kazan.

1.2.  Institutional development of ARIA and public profile

The project has been instrumental in arranging for an address to be given to The Insurance Institute of London on 15 October entitled “Russia is B(l)ooming”. This will be heard by both Brokers and Underwriters in the London Market and provide useful background on Russia prior to the year-end reinsurance renewals.

On a separate and broader front an article, attributed to ARIA, will feature in next issue The Journal of The Chartered Insurance Institute (circulation approx. 70,000). This should be published in time for the conference “Insurance in Russia and the CIS” in November.

The project team will be participating in the conference organised by the Finance Academy during 21-22 October.

Material obtained from study tours and workshops and translated into Russian will be provided for ARIA’s website to ensure greater dissemination of information generated by the project.

1.3.  Advice on the implementation of professional training

Attempts by the project to meet the needs of ARIA’s Training Committee have been put on hold. However, discussions will continue to take place as to how best this important element can be progressed.

More specific to RSA, discussions will continue with the Society of Claims Technicians, part of The Chartered Insurance Institute of Loss Adjuster regarding their qualifications standards.

As far as the Guild of Actuaries is concerned, preliminary talks with the British Institute of Actuaries will be followed up and a study tour programme developed.

1.4. Combating insurance fraud

This item has already been well covered by the project plus a specific workshop on auto insurance fraud in Europe will be held in October.

In addition, a comprehensive list of fraud indicators for all classes will be translated and submitted for presentation on the websites of ARIA and RSA.

The report on “Guidelines on avoiding fraudulent claims and a review of applicable criminal legislation” will be translated into Russian and will be submitted to the ARIA.

1.5. Developing Legislation and market co-operation

We will continue in our efforts to establish closer relations with ARIA’s operating committees where progress has been slow to date.

The relationship with RSA has been excellent and we hope to build on this with the new management through the provision of material for their website and dedicated reports in Russian on CMTPL and legal issues, compensation systems and claims procedures, motor insurance bureaux and guidelines on avoiding fraudulent claims.

The project team will be participating in the International Forum of CIS Insurers organised by the Finance Academy on 21-22

Component 2. Modernization of the Insurance Supervisor’s Department

A further series of reports will be presented during the next reporting period:

· Recommendation for perfecting the licensing system in accordance with EU standards.

· An analytical survey of practical work at EU supervisory authorities for insurance classes such as CMTPL.

· Reports on regulatory issues and pensions insurance in the EU/Russia – a comparative analysis of legislation on life and pensions insurance in the EU, plus recommendations on bringing long-term life and pensions insurance within the EU practices will be merged as agreed with the ISD (Annex  13_).

· Guidelines on operational supervision of intermediaries/brokerages will be prepared.

· Report on transparency requirements in insurance and reinsurance companies.

· Guidelines (instructions) on operational supervision – technical provisions and reinsurance risks.

· Report on requirements regarding HR development within ISD.

· Recommendations to the report on structures of other independent regulators.

The prioritisation of EU Directives for translation will be identified and followed by a dedicated workshop.

We are still waiting clarification from ISD as to exactly what is required in respect of the “Guidelines on general supervisory issues”, which is due by the end of 2003.

A new report on transparency has been requested following the visit of an experts, Yvette Bavin and Dr. Mueller workshops in September and will be submitted by December 2003.

A number of workshops are planned to cover topics requested by the ISD over the next six months. Dr. Mueller and Ms. Yvette Bavin will return in November 2003 and March 2004 to continue. These will include:

· Operational supervision – technical provisions and reinsurance risks.

· “Fit and Proper” test regarding the management of insurance companies.

· Financial relations to assess overall solvency and financial stability of insurers.

· EU Directives on insurance.

The workshop on EU Directives will take place once the final translation of these Directives has been completed. A separate workshop to include Directives from the Duma will be held on Mutuals following acceptance of the report by the Project team on this topic. This was due to take place at the end of October it considered more appropriate after the Duma reconvenes after the December elections.  

The comparison with the Russian classification system will be completed within next two  months.

Work will start on the model of an Annual Report, which has been delayed. 

Study tours

Following discussions with the ISD and subsequent approval by the EU Delegation of the schedule of the study tours, arrangements will be made for ISD personnel to visit Germany, the UK, Sweden, Spain and Italy.

The search for a suitable recipient for the secondment of ISD personnel will commence once the project team is given a clear idea of the level of personnel concerned and the branch on insurance to be covered.

Component 3. Legal assistance to the industry, the ISD, government and State Duma on WTO

The review part of the WTO report on identification of a model pool of countries that joined WTO in the past five years, which has been successfully completed in the reporting period, will be complemented with a comparative analysis of the respective data and relevant deductions drawn in order to compile a list of recommendations to be submitted to ISD.

In addition to the above report, work on developing specific guidelines and recommendations for a successful entry into the World Trade Organisation will continue. 

Following the refocusing of the subject of the Report on the EU-Russia Partnership and Cooperation Agreement, the Project team research planning has concentrated on the realignment of the investigative process towards the new parameters, in order to satisfy the new requirements set by the ISD. The feedback of the experts will be factored into the preliminary version commentary and the resulting report will be delivered to the beneficiaries, as appropriate.

In order to ensure that the report on the Partnership and Cooperation Agreement contains the most accurate and up-to-date reflection of the rapidly changing politico-economic parameters,  the Project team continue to source relevant information garnered from global media sources.
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