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ANNEX II

Report on Amman Executive Seminar on Insurance Regulation & Supervision

Amman, Jordan, 25 – 26 April, 2002

SUMMARY RECORD∗

Introduction

More than 100 Arab and international insurance experts and officials participated in the
Amman Executive Seminar on Insurance Regulation and Supervision hosted by the Insurance
Regulatory Commission (IRC).

The two-day seminar, the first such event to take place in the Middle East region, was
held on April 25 in cooperation with the International Association of Insurance Supervision
(IAIS) and the Organisation for Economic Co-operation and Development (OECD.)

Participants, who included representatives of global regulatory and supervisory insurance
bodies, insurance federations and Jordanian insurance companies, discussed contemporary issues
related to the insurance industry as well as the challenges and potential risks facing the business.

Welcoming participants, Dr. Bassel Hindawi, director general of the Amman-based
Insurance Regulatory Commission (IRC) briefed the meeting on the insurance industry in the
Kingdom, and the recent financial and legal reforms that were introduced to modernize and
strengthen this vital sector.

Chief among these reforms, he said, was the establishment of the commission two years
ago as the regulatory and supervisory authority which administers and enforces the insurance
legislation, based on best practices and guided by standard setting institutions.

While Dr. Hindawi, also a member the IAIS executive committee representing the
Middle East and North Africa region, noted that the Jordanian insurance market is still
underdeveloped, contributing only 2 per cent of Jordan’s Gross Domestic Product, he noted that
the insurance industry has significant potential for growth.

Hindawi also stressed the importance of the seminar as a venue for Jordanian insurers to
exchange views and expertise with international specialists.

Also addressing the opening ceremony, Andre Swanepoel, speaking on behalf of IAIS,
said that one of the biggest challenges supervisory bodies face nowadays is to have
knowledgeable people on board, those who understand the ever-changing needs of today’s
markets.

He noted the importance of keeping up with understanding and assessing risks that
insurers have to manage, while urging attendants to grab this opportunity as a brainstorming
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meeting which could help them become “the champions” of insurance supervision, and thus
improve the industry worldwide.

Swanepoel said that only three insurance supervisory jurisdictions in the Middle East
region belong to the IAIS, calling for other jurisdictions to join as members, and insurance
companies and other professional entities to join as observers.

Set-up officially in 1994, IAIS is the international insurance standard setting body. It has
123 members representing jurisdictions concerned with insurance supervision, and 66 observers
who represent institutions and individuals who have interest or links to the insurance business.

On his part, Yasumasa Tahara, principal administrator at OECD, said there is a need to
adapt and improve regulatory and supervisory mechanisms in view of the financial and
technological changes in world economies, and to keep pace with these changes. Some of these
developments, which he said have complicated the role of regulators and supervisors include the
emergence of systematic natural or man-made risks, globalisation and mergers.

The OECD is an inter-governmental body, composed of 30 member countries. It carries
out a wide range of activities covering economic, financial, social and environmental issues.

It also includes the Insurance Committee, which has been serving for more than 30 years
as one of the most important insurance international forums for insurance regulators, supervisors
and private sector representatives.

In addition, the OECD includes the Working Party on Private Pension, which seeks to
develop private pension’s policy analysis, principles and best practices for pension regulation and
supervision.

The IRC and the IAIS will plan a series of training seminars for insurance regulators and
supervisors in the Middle East and North Africa region covering the IAIS core principles on
insurance supervision, according to Hindawi.

Papers presented

Around 35 papers were presented in nine sessions during the two-day event held at Grand
Hyatt, Amman. Speakers tackled various issues ranging from anti-money laundering, catastrophic
risks, solvency, to reinsurance and market conduct. Each speaker was given 20 minutes to present
his paper, after which the floor was open for discussion. Each session was run by a moderator.

In order to facilitate future contact among participants, the name, position, place of work,
and contact number/s of each participant was provided to all attendants.

1st Session

The first session discussed the issue of anti-money laundering and which supervisory
systems may be used to facilitate the prevention and detection of money laundering in insurance.
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Steve Butterworth, director of insurance at the Financial Services Commission-Guernsey,
started his presentation with the IAIS’s principle on anti-money laundering. The principle, he said,
states that the insurance supervisory authority must determine that insurance entities have
adequate policies and practices that promote high ethical and professional standards in the
financial sector and prevent the insurance entity from being used intentionally or unintentionally
by criminal elements. He also spoke of the duty of vigilance in detecting money laundering in
insurance including verification of identity, keeping of records, reporting of suspicious customers,
and training.

The second speaker was John Baker, LIyod’s Compliance Officer, who briefed the
audience on the International Association of Insurance Fraud Agencies, whose chief goal is to
promote the best methods of combating criminal activity.

He also talked about the factors  which make insurance attractive to money laundering
and those which make the sector unattractive to launderers. He also discussed the methods/tricks
employed/ used in money laundering, and indicators frequently observed in such criminal actions.

Ibrahim Mohanna of the Lebanon-based Mohanna Foundation addressed the issue of
insurance fraud through discussing fraud patterns, motives, and defensive measures that could
help spot fraud cases.

2nd Session

The second session tackled catastrophic risks and the role of insurance supervisors in
regulating and implementing a catastrophic risk insurance cover.

Bassam Chilmeran, chartered insurer at Al Wathba National Insurance Company of
U.A.E listed the origins and types of catastrophes, the most costly insurance losses over the past
30 years resulting from catastrophes, and examples of catastrophe schemes around the world.

Second speaker, Ernst Csizar speaking on behalf of Tim Fisher, vice-president at ACE
INA Holdings Inc.-USA, gave a brief explanation on the operations and structure of the California
Earthquake Authority.

The entity, set up following a devastating earthquake that hit the US in the mid-1990’s,
provides Californians with the ability to protect themselves, their homes and their loved ones from
earthquake losses, Fisher said.

Moving on the hot issue of insurance against terrorism Mathias Rytz, client manager for
Middle East at Swiss Re, talked about insured losses resulting from the Sept.11 attacks against the
World Trade Center in New York, which are estimated at $32-53 billion.

He also raised the question of whether terrorism is insurable, and discussed how states
could be re-insurers as a last resort due to the fact that large exposures cannot be covered
anymore.

3rd and 4th Session
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The third and fourth sessions on the first day of the seminar were on private pension and
the role of insurance companies in pension provision and regulating implications.

During the two sessions, participants were acquainted with pension funds in Hungary,
Denmark, Sweden and Jordan.

The last presentation, delivered by Irshied Tayeb Advisor for Life and Health Insurance
at the IRC, spoke of the Kingdom’s two pension schemes: the government pension, which covers
civil employees and the military personnel, and the social pension offered by the Social Security
Corporation.

While highlighting the shortcomings/disadvantages of these two schemes, Tayeb noted
that life insurance companies in Jordan could be the driver/leader of private pension.

He also spoke of the advantages that could be reaped from setting up such private
pension schemes which exist in many countries around the world. Tayeb added that the IRC is
working on putting criteria for such private pension plans.

5th Session

The fifth session on the second day of the seminar discussed the methods that may be
used to ensure that an insurance company is able to fulfill its commitments towards policyholders.

A paper on how to identify financially troubled companies quickly, was presented by
Bob Lohr, director of Alaska Division of Insurance-USA. The paper discussed financial
requirement of insurance firms, solvency monitoring and intervention. Helmut Mueller, president
of the German Supervisory Authority spoke of Solvency –the European Model, while Michael
Hafeman, Specialist Support Sector at Office of Superintendent of Financial Institutions (OSFI)-
Canada, talked about supervising insurers’ solvency within the OSFI.

6th Session

The sixth session was on corporate governance – the role and responsibilities of board of
directors.

Mathilde Mesnard, consultant at the Corporate Affairs Division at OECD Paris briefed
the meeting on OECD principles of corporate governance and brought up the collapse of US
energy giant Enron as a study case that calls for further reforms in corporate governance.

7th Session

The seventh session talked about supervision of reinsurance, cover and security. The
Danish system for monitoring re-insurance, the IAIS activities on the supervision of re-insurance,
and the role of the Financial Services Authority in the UK were discussed.
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8th Session

Four speakers talked about market conduct in the 8th session, specifically how to ensure
that insurers and intermediaries exercise the necessary knowledge, skills and integrity in dealing
with customers.

9th Session

In the last session on restructuring and winding up of insurance companies, legal
counselor at the IRC Dana Janbulat, briefed the gathering on the insurance sector in the Kingdom
and the IRC; its missions and undertakings.

Closing Remarks

In the closing ceremony, Dr Hindawi expressed gratitude to all participants with special thanks to
the IAIS and the OECD. He stressed the need for strengthening cooperation among regulators and
supervisors in the Middle East and North Africa region.

Dr. Hindawi also urged the establishment of independent insurance commissions in these
countries, similar to those, which already operate in Jordan and Egypt.


