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By it, she meant ComFrame, the Common Framework 
for the Supervision of Internationally Active Insurance 
Groups, but may just as well have meant any of the 
numerous other changes in insurance regulatory 
structure portended by events at the IAIS meeting.

To be sure, the changes to ComFrame were momentous 
enough. After what had previously seemed a leisurely 
stroll to the finish line, suddenly international regulators 
broke out into a sprint. Field testing of ComFrame 
began the week of the IAIS meeting, with meetings 
with regulators on the one hand, and an informational 
meeting for IAIGs potentially participating in the field 
testing on the other.

There were no official reports of what was presented 
during the meeting with IAIGs, but overheard 
conversations at the gala dinner indicated that perhaps 
some representatives of these insurance groups might 
have been somewhat surprised by the level and 
amount of information they would need to provide as 
participants in the field testing.

But while field testing ComFrame may have been big 
news in any other year, it was just another story at this 
first IAIS meeting after the organization had designated 
nine insurance groups as global systemically important 
insurers (G-SIIs).

Capital dominated the discussion and it was an alphabet 
soup run amok. Even while United States regulators and 
industry expressed concern at the focus on capital, the 
international grouping kept its eyes fixed firmly on the 
march from backstop capital requirement (BCR) to higher 
loss absorbency requirements (HLA) to global insurance 
capital standards (ICS).

BCR is the first phase of group capital requirements to 
be imposed on G-SIIs. BCR will lead into HLA by the year 
2019. In 2016, the IAIS expects to have developed risk-
based ICS, which will be implemented by 2019 for IAIGs.

For U.S. regulators and industry members who have long 
opposed such capital standards, this may mark a turning 
point. Only time will tell if the United States, previously 
represented at the IAIS by state regulators from the 
National Association of Insurance Commissioners (NAIC), 
will be able to continue its strong opposition or if state 
regulators will be forced to work with fellow regulators at 
the IAIS with the aim of securing no worse than the least 
objectionable outcome.

For U.S. industry members, another concern is who exactly 
will represent the United States at these international 
forums that ever more frequently and more clearly seek to 
set the course for new insurance regulation.

Under Dodd-Frank, the Federal Insurance Office (FIO) 
is charged with representing the United States in 
international matters, and FIO Director Michael McRaith 
holds one of three seats formerly held by the NAIC on the 
powerful IAIS Executive Committee. McRaith also chairs 
the important Technical Committee of the IAIS, which was 
responsible for announcing the creation of new global 
insurance capital standards.

Because of the government shutdown, McRaith was 
unable to attend this IAIS meeting. However, at least two 
representatives of the Federal Reserve Bank (the “Fed”), 
charged by Dodd-Frank with regulating designated 
systemically important financial institutions (SIFIs), including 
insurers, were in attendance.

According to news reports, the Fed is seeking both 
membership in the IAIS and one of the three seats on 
the IAIS executive committee held by the United States 
representatives.1 Neither happened at this meeting, but 
were the Fed to gain a seat in the near future at the 
expense of the NAIC, that would reduce the NAIC’s 
representation on the Executive Committee over the past 
few years from three seats to one.

1 Festa, Elizabeth. “Fed to join IAIS to help guide global insurance supervision.” LifeHealthPro.com. 26 Sept 2013.
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That may be one reason that U.S. industry members, even 
those with no significant international operations, may do 
well to pay far more attention to international regulatory 
bodies in the future than they have in the past. The fortress 
that has been U.S. state regulation has steadily been 
chipped away in the Dodd-Frank era.

While industry and regulators patiently await the FIO’s 
report on insurance regulation and how it may be 
improved, the G-20’s Financial Stability Board (FSB) has 
already called for more centralized U.S. regulation under 
the FIO. The FSB had previously called for quantitative 
insurance capital standards.

In addition to any possible changes in the regulatory 
structure, some of the most important recent changes to 
regulations themselves in the United States can be traced 
back to international regulatory drivers. 

U.S.-only insurers looking at global insurance capital 
standards for IAIGs, for example, and thinking it could 
not happen to them, need only look at the Own Risk and 
Solvency Assessment (ORSA) and the regulatory focus on 
group enterprise risk management to realize that very little 
change stays contained, and very few players may be able 
to stay insulated from this globally induced regulatory 
climate change.

Perhaps, from Chinese Taipei, a place whose inhabitants 
are themselves all-too-familiar with uncertainty, the IAIS 
may have sent a message to insurers worldwide.

Change is here.
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In his presentation to the ComFrame Observer Dialogue 
meeting, IAIS Executive Committee Chair Peter Braumüller 
provided a strong defense of the inclusion of the 
sometimes controversial global insurance capital standards 
(ICS) in ComFrame.

“It is clear that the insurance issue is a global one, and 
global issues demand global responses,” Braumüller 
told the assemblage. He said a global capital standard 
was required to support global financial stability. He 
reminded the audience that the IAIS had been developing 
ComFrame since 2010 and had been discussing the 
development of the global capital standard since then. 
Following consultations, the IAIS plans to move toward 
implementation of ComFrame and the new standards, 
Braumüller said.

He outlined the next steps in the development of the ICS. 
The backstop capital standards (BCR), being developed for 
G-SIIs, will serve as a basis for the higher loss absorbency 
(HLA) requirements and inform development of the capital 
standards, he said. An IAIS capital adequacy assessment 
in 2015 remains the first step, although that has now 
been transformed from the previously announced 
comprehensive test of capital adequacy assessment to the 
first test of the ICS.

Braumüller said that since the discussion and design of 
BCR and ICS were new items for the IAIS, there would 
need to be a discussion of the resources available to the 
organization. He also disclosed an additional step in the 
process: a proposed consultation on the ICS in 2014.

Braumüller lays out roadmap at 
ComFrame Observer Dialogue 

IAIS Executive Committee Chair Peter Braumüller justified the creation of global insurance capital standards.
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There will be a field testing plan, he continued, including an 
annual cycle of quantitative testing in the second quarter of 
each year. This will begin in 2014 with valuation approaches 
and BCRs, followed by HLA testing for G-SIIs in 2015 
and ICS testing also in 2015. There will be two rounds of 
qualitative field testing, one in 2014 and one in 2016.

Braumüller said the IAIS intended to develop the ICS in 
2016, with reports to supervisors following in 2017 and a 
public report in 2018. Implementation would be in 2019.

Twenty IAIGs had expressed interest in field testing 
ComFrame as of October 14, Braumüller said. He described 
the group of volunteers as a “good mix” along geographic 
and product lines and sizes. There was still an opportunity 
for other insurers to participate provided they would add 
diversity to the group, he added.

Volunteers would get specific restricted workshops, 
and access to much more material than observers. 
All information provided by these volunteers would 
be confidential, similar to the confidentiality level of 
information provided to supervisory colleges and group-
wide supervisors. 

While volunteers will be expected to provide resources, 
the IAIS intends to avoid peak reporting periods, focus 
on material items only, and accept reporting on a best 
efforts basis.
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With the latest ComFrame consultation draft released 
on October 17, the IAIS has requested comments from 
members and observers no later than December 16, 2013. 
These comments must be submitted through the survey 
tool on the IAIS website and not through e-mail, letter, or 
any other format.

Responses will be used to develop a revised draft of 
ComFrame which, according to the IAIS, will then be 
further refined over the next four years during ComFrame 
field testing. The revised draft of ComFrame is expected 
to be developed by March 2014. That will conclude the 
development phase of ComFrame which began 2010 and 
has resulted in three drafts so far.

Field testing will consist of impact studies designed to 
assess the draft ComFrame. The objective is to test the 
draft ComFrame to see if it leads to effective group-
wide supervision of IAIG’s without excessive cost or 
impracticality, and to make any necessary changes to the 
draft ComFrame before the target adoption date at the 
2018 IAIS general meeting.

Field testing of Module 1 is now underway, launched via 
a survey to all IAIS members and observers. Among the 
questions the IAIS seeks to answer during that field testing 
is whether there should be a difference in the approach to 
group-wide supervision for G-SIIs and for IAIG’s.

IAIS Secretary General Yoshihiro Kawai said that the 
outcomes sought in the Module 1 are an understanding 
of gaps in the scope, a better understanding of the 
population of IAIGs, and a discussion on whether 
supervisory power should be directly at the holding 
company level or through indirect authority over the 
holding company.

Field testing of Modules 2 and 3 will be conducted with 
IAIG volunteers and their group-wide supervisors beginning 
in March 2014.

Among items to be explored during that field testing will 
be the backstop capital requirement (BCR), which will 
inform the development of the global insurance capital 
standards (ICS). The ICS will eventually replace Module 2 
Element 5 of the current ComFrame draft, which covers 
the capital adequacy assessment; however Module 2 
Element 5 will inform development of the ICS.

ComFrame consultation comments due 
December 16; field testing begins

Graphic courtesy of the IAIS
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Kawai called the creation of the ICS, “One of the most 
important, if not the most important decision of this 
association.” Pointing to a photo of Taipei’s highest 
mountain, Jade Mountain, on the screen behind him, 
Kawai acknowledged, “The path toward the peak is not at 
all easy.”

Kawai sought to convince the audience ICS is not Basel II 
or RBC or Solvency II. Rather, he said, the capital standards 
are being created to address current huge gaps in a 
common language, gaps currently frustrating supervisors 
and leading to regional initiatives like Solvency II.

To answer the question of why capital, Kawai said it 
reflected a commitment to developing comparable 
valuations. “Capital is not only capital, but capital is all 
other issues,” he said.

Field testing will also explore three basic balance sheet 
valuation methods, including those used in the IAIG’s 
own economic capital model on a consolidated group-
wide basis; on an insurance legal entity basis; as well as 
a total balance sheet approach, using GAAP along with 
components of the balance sheet prepared on an adjusted 
basis and submitted separately. In that last approach, 
invested assets would use fair value measurement. 

The valuation approach tested on a ComFrame will be 
used to determine capital resources for BCRs and HLA and 
serve as an input to the BCR calculation where required. 
There is still uncertainty surrounding the application of 
BCR to IAIGs and the field testing will be used to provide 
further input for that discussion.

Field testing, the IAIS said, will involve enough stress in 
order to test the sensitivity of balance sheets to risk. Since 
both the BCRs and the ICS will need a comparable, risk 
sensitive balance sheet, the IAIS says that will be a focus 
of testing in 2014. The stress test will not be intended to 
be specific to particular insurers or jurisdictions. Its only 
purpose will be to assess comparability and risk sensitivity 
of different valuation approaches.

There will be two rounds of supervisory process field 
testing: one in 2014 and another in 2016, both aligned 
with qualitative testing. After expected consultations on 
the Crisis Management and Resolution Element in 2014, 
field testing is expected to take place in two rounds in 
2015 and 2016.

Before the expected adoption of ComFrame at the end 
of 2018, consultations are scheduled to be held on BCRs 
at the end of 2013 and on ICS at the end of 2014. At the 
end of 2015 and again at the end of 2017, comprehensive 
ComFrame consultations are planned.
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Differences between United States state insurance 
regulators and some of their international counterparts 
were evident during a panel discussion on “ComFrame 
and Group-wide Supervision,” but that did not necessarily 
mean the state regulators were the only one concerned 
about the global regulatory construct.

“Insurance risk should be measured against local scenarios 
and statistics,” said a Japanese panelist.

Pennsylvania Insurance Commissioner Michael Consedine 
said he was not comfortable with labels being used 
for direct and indirect group supervision. He explained 
how the NAIC, which has relied on indirect group 
supervision and opposed the ICS, has developed tools 
and information to work with and regulate insurers 
on an enterprise-wide basis. “We have real power and 
authority to touch the group entity in very powerful, very 
meaningful ways,” he said.

Swiss Financial Market Supervisory Authority CEO Patrick 
Raaflaub spoke in favor of strong group regulation. If 
supervisors are comfortable that a group supervisor has full 
control, then they would be less likely to want to impose 
additional capital requirements, he said. He noted that the 
group supervisor would be able to shift capital to weaker 
companies. That may raise legal concerns.

Chilean Insurance Superintendent Ernesto Rios said there 
could be a potential conflict of interest between home 
and post supervisors in a crisis. There needed to be clear 
resolution authority in order to protect all participants, 
Rios said.

The Swiss regulator suggested that the number of different 
capital standards should be kept to a minimum. That 
would depend on the calibration of the strength of the 
ICS, he said. If the ICS were sufficiently strong, it could 
replace a local standard.

ComFrame panel discussed alphabet soup 
of proposed capital standards

IAIS Secretary General Yoshihiro Kawai called for compromise for the greater good.
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With the disagreement between the Europeans and 
Americans evident, IAIS Secretary General Yoshihiro Kawai 
said that the goal first of all is that everyone agree to work 
for the greater good of all and “everybody is ready to give 
way to achieve this goal.”

“It’s important to get it right so we can make the case 
for (ICS) implementation,” said Consedine, pointing out 
that while the NAIC has 56 jurisdictions, perhaps only 20 
supervise IAIGs.

From the audience, former NAIC CEO Terri Vaughan 
said she had been asking what exactly is the problem 
regulators were trying to solve with the ICS. The answer 
she heard, she said, is we need some common measure 
of capital so we know where to steer capital. She asked 
what would happen if a group supervisor decided a 
Chilean subsidiary needed more capital. How would Chile 
react? The implicit question may have been what would 
happen if a group supervisor decided a subsidiary in a 
foreign country needed capital, how would the supervisor 
of another already well-capitalized subsidiary in a country 
such as the United States react.

Raaflaub said he would want to know the group supervisor 
had flexibility over enough capital at the group level so as 
not to be competing with other supervisors.

Decrying the explosion of capital standards, John 
Fitzpatrick of the Geneva Association said having multiple 
frameworks does not justify adding three more. Panelist 
Elizabeth Ward, Executive Vice President and Chief 
Enterprise Risk Officer of the MassMutual Financial Group, 
asked where does it stop with BCR, where was the line? If 
one minor subsidiary needed capital, would BCR suddenly 
be applied? Raaflaub suggested that the audience think of 
BCR as basic capital required: a quick fix that needed to be 
kept in place until a permanent solution was implemented.

A representative of the rating agency Standard & Poor’s said 
from the audience that if the ICS were good enough, he 
did not see why it would not be the starting point of their 
own analysis, perhaps raising the question in some minds as 
to whether the ICS then would become the de facto capital 
standard, supplanting local regulatory requirements.

A questioner asked if without internationally legally binding 
requirements in all countries, would the system work in 
times of stress?

Consedine noted that in the financial crisis in 2008, host 
and home regulators worked together for the good of all. 
He also noted, however, that a legal entity supervisor has 
an obligation to protect its own policyholders. 

As the IAIS moves forward with the ICS and other capital 
standards, Consedine made one request: “Don’t stifle 
debate. Don’t sacrifice quality for speed.”

“Don’t stifle debate. Don’t sacrifice quality 
for speed.”

-Pennsylvania Insurance Commissioner Michael Consedine 
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According to the ComFrame October 2013 consultation 
draft issued by the IAIS, the Common Framework for 
the Supervision of Internationally Active Insurance 
Groups (ComFrame) is a set of international supervisory 
requirements focusing on the effective group-wide 
supervision of internationally active insurance groups (IAIGs). 

ComFrame is built on and expands upon the high level 
requirements and guidance currently set out in the IAIS 
Insurance Core Principles (ICPs), which generally apply on 
both a legal entity and group-wide level. The ICPs are the 
globally accepted requirements for the supervision of the 
insurance sector. 

In contrast to insurers operating mainly within specific 
markets, IAIGs need tailored and more coordinated 
supervision across jurisdictions due to their complexity and 
international activity, the IAIS says. ComFrame is designed 
as the specific framework to assist supervisors in collectively 
addressing group-wide activities and risks, identifying and 
avoiding regulatory gaps and coordinating supervisory 
activities under the aegis of a group-wide supervisor.

The IAIS says that by coordinating supervisory activities 
and information about IAIGs at the group-wide level and 
between group-wide and host supervisors, ComFrame 

will reduce compliance and reporting demands on IAIGs. 
Where existing regulation and supervisory processes limit 
comparability, ComFrame is intended to foster commonality.

ComFrame is divided into three modules. Module 1 defines 
the scope of ComFrame. It defines and sets out processes 
for identifying IAIGs.

To be an IAIG, a group must write at least 10% of its total 
gross written premiums outside its home jurisdiction and must 
write premiums in three or more jurisdictions. In addition, the 
group must have assets of at least $50 billion or premiums of 
at least $10 billion on a three-year rolling average.

Module 1 also addresses the identification of the group-
wide supervisor and the scope of supervision, including 
which legal entities and risks are covered.

Module 2, which has been the most contentious this far, 
contains the standards with which IAIGs are expected to 
comply. These include legal and management structures, 
corporate governance, enterprise risk management, capital 
adequacy, and reporting and disclosure.

Module 3 focuses on the role of the supervisors and the 
supervisory process, including crisis management and resolution.

What is ComFrame?

Photo courtesy of the IAIS
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Observers have mixed reaction to 
ComFrame draft

The truth of the old saying that where you stand depends 
on where you sit was evident at the ComFrame Observer 
Dialogue session at the IAIS meeting. Reaction to the 
ComFrame Exposure Draft varied along geographical 
lines, with attendees from the United States among the 
most critical.

One observer from a leading European reinsurer said 
the ComFrame draft was improved over last year’s. A 
representative of the General Insurance Association of 
Japan said, “We believe that the ICS will contribute to the 
building of an efficient, effective supervisory framework 
and the success of ComFrame. He did, however, opine 
that the capital framework from ComFrame did not 
necessarily have to be the starting point of the insurance 
capital standard.

From our neighbors to the north, a representative of a 
leading Canadian insurer said they were supportive of 
the work of the IAIS toward a consistent group based 
capital requirement.

A representative of the Property Casualty Insurers 
Association of America (PCI) was less thrilled by the 
Exposure Daft.

“The ComFrame draft has been significantly improved…
We are still concerned that there are pieces of 
ComFrame…that will impose additional regulatory 
requirements on IAIGs,” he said. “We’re not sure that 
development of a global capital standard has been 
justified,” he added. 

Noting concerns by observers and by some United States 
regulators about the allegedly closed nature of the IAIS’s 
deliberations, the PCI representative said that if global 
capital standards were to be developed, that process 
should allow for full participation from all IAIS observers 
since all companies would be affected, and all would 
need to be at the table.

The representative called for a formal opportunity for 
observers to comment before any major changes, and 
said any development should show respect for insurance 
regulatory diversity.

Expressing concern about too-high capital standards, he 
said, “The wrong one-size-fits-all standard could actually 
create systemic risk.” He called for rigorous cost-benefit 
analyses of any standards to be imposed, and for any 
standard to be a minimum solvency standard. The PCI 
representative also said any standards created should 
not create unfair advantages or disadvantages in any 
insurance market.
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“The business of insurance is global and this requires a 
global response,” said IAIS Executive Committee Chair 
Peter Braumüller during his welcome address to the 20th 
annual conference of the IAIS, justifying the organization’s 
recently announced decision to create global insurance 
capital standards (ICS).

That opening address was followed by a panel 
discussion on “Insurance and Financial Stability — G-SII 
policy measures and supervision in a low interest rate 
environment” that demonstrated that not all industry 
stakeholders worldwide necessarily shared the belief that 
capital standards were the answer to the question of 
preserving financial stability in the insurance sector.

Panel Chair Elise Liebers of the NAIC opened by saying, 
“The challenge… should not be underestimated.” The 
challenge she referred to was the creation and imposition 
of the ICS. Obstacles she mentioned included the lack of a 
common accounting basis on which to apply the ICS. This, 
she said, added a layer of complexity.

John Maroney, Head of Financial Stability and Chair of the 
HLA Drafting Group at the IAIS agreed, to an extent. “This 
is going to be a very challenging time for the organization,” 
he said, noting the 2014 deadline for the BCR, 2015 for 
the HLA, and 2016 for the ICS. His group has responsibility 

for the first two. But he also noted the importance of 
effective financial stability measures. With the IAIS meeting 
just as the U.S. government avoided default, Maroney 
noted such default could have led to a new fiscal crisis 
requiring multibillion-dollar payouts from taxpayers.

A panelist and Chief Risk Officer representing one of the 
largest U.S. insurers stressed a number of key points. The 
life insurance business was not a source of systemic risk, 
he said. He warned that bank-centric rules on life insurers 
may create unintended consequences, and suggested that 
rather than focusing on institutions, regulators should 
focus on activities.

“The industry has a long record of properly managing risk 
and it did not cause the financial crisis,” he said. Bank-
centric rules were a concern, he repeated, because unlike 
banks, life insurers have low liquidity risks.

Life insurer failures have not resulted in contagion but in 
orderly resolution through existing regulatory structures, he 
argued. He said he would be supportive of enhanced capital 
requirements on truly “systemically risky activities.” He further 
suggested that regulators should target certain activities for 
HLA for all companies, not just G-SIIs. Imposing additional 
requirements on a few institutions instead of on systemic 
activities would create an unlevel playing field, he argued.

Elise Liebers of the NAIC chaired the panel discussion on G-SII policy measures and supervision.

If capital is the answer, do insurance 
regulators have the wrong question?
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The adoption of banking measures like Basel III or simple 
leverage ratios would achieve comparability in form, but not 
substance, he told the group. He called the creation of the 
BCR by 2014 difficult, proposing instead that, “A focused 
calibration exercise that scales existing measures is a good 
place to start.”

The panelist’s arguments won approval from a fellow 
panelist representing a large European-based insurance 
company

“I could have put [my company’s] logo on your slides,” the 
fellow panelist said.

While 45% of the G-SII assessment weighting 
reflected non-traditional, non-insurance activities, said 
“non-traditional activities” was not a workable category 
for systemic risk prevention. He called it “not specific, not 
objective, highly debatable, and probably irrelevant.”

The European-based insurance company panelist also 
said the resolution plan had an unrealistic timetable, as it 
would require extensive legislative change across many 
jurisdictions. He told the IAIS: “Be realistic.”

Calling confidentiality a priority and a recovery plan the 
highest priority, the panelist did offer some hope to the 
panel. “We think that solutions are possible,” he said.

Connecticut Insurance Commissioner Thomas Leonardi was 
not as positive. Suggesting that differences between the 
interests of policyholders and counterparties may have become 
lost amid the discussion, Leonardi noted that the mission of his 
insurance department was to protect policyholders.

“Our goal should be to identify, reduce, and where possible, 
eliminate systemic risk, not institutionalize it by creating 
too-big-to-fail companies,” Leonardi said. He warned 
that certain measures being contemplated could lead to 
unintended consequences like runs on the bank, which did 
not previously exist for insurers.

Admitting that U.S. state regulators had been opposed to 
developing global capital standards, Leonardi nonetheless 
pledged to fully participate in the process. Moving forward, 
however, should be done in a deliberate manner, he warned.

Developing the ICS at the same time as developing the BCR, 
the HLA, and field testing ComFrame is a daunting task, 
Leonardi told the group. Numerous questions have been 
raised about ICS and how it would work, he said.

“It is critical that the free flow of capital across the group 
should not compromise the solvency of any legal entity 
within the group,” Leonardi said. Any additional group 
capital at the holding company level should not be at the 
expense of legal entities, he said.

Contrasting the international and U.S. approaches, Leonardi 
detailed the NAIC’s Solvency Modernization Initiative 
and how it sought to address systemic risk. Unlike capital 
surcharges, SMI measures in place in 2006 or 2007 may 
have helped prevent the AIG issue, he said.

“We have to be sure we’re not simply fighting the last war,” 
Leonardi concluded.

Some in the audience were just as critical. Referencing the 
alphabet soup of capital related requirements, one attendee 
from the United Kingdom suggested the IAIS should go 
back and discuss with the G-20’s Financial Stability Board 
(FSB) fundamental issues, including the need for capital 
standards and the impact on firms and their customers. 
Maroney told the questioner those issues were discussed 
regularly with the FSB.

In response to an audience question, at least two 
panelists said that they did not understand the use of 
“nontraditional” activities in G-SII analysis and designation. 
Leonardi pointed out that variable annuities are considered 
nontraditional by the IAIS but have been sold in the United 
States for 40 to 50 years.

One indication of consumer perception of variable annuities 
came during the 2008 crisis, Leonardi explained. Instead 
of a metaphorical run on the bank, there may have been a 
flight to quality, since redemptions of these annuities actually 
went down during the crisis.
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Arup Chatterjee, a senior financial sector specialist with 
the Asian Development Bank said, “The financial crisis 
is of catalyst for policy and regulatory action.” He cited 
the Asian financial crisis, which led to the creation of a 
network of strong Asian central banks.

Moderator Jonathan Dixon, Chair of the Implementation 
Committee of the IAIS, said standard-setting bodies were 
increasingly focused on implementation. The strategic 
focus of IAIS has turned from that of being purely a 
standard setter to becoming an active promoter of the 
observance of effective and globally consistent standards.

Even at a panel discussion on “Front Line Supervision and 
Supervisory Education” – normally focused on supervisory 
coordination and standard implementation, especially in 
developing countries – the question of capital requirements 
was raised.

A panelist representing a leading insurer operating in Asia 
spoke of the need to provide affordable products and 
the negative effects of excessive capital requirements. 
He called for early and wide consultation by insurance 
regulators with industry.

Panelists discuss capital concerns and 
consistent standards
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IAIS announces structural changes

Citing what he called “numerous inefficiencies,” IAIS 
Executive Committee Chairman Peter Braumüller 
announced a structural reorganization at its 20th annual 
conference. Some observers expressed concern that the 
announced structural changes may mean even less input 
from observers into the working of an organization often 
criticized as closed.

Braumüller announced the creation of an operational 
coordination group and the reorganization of the 
subcommittee structure.

Reacting to concerns from observers, Braumüller said 
observers will be invited to participate in background 
sessions, with discussions with executives once or twice 
a year, and with more hearings on various subjects. 
Subcommittees may seek specific input from observers 
through avenues such as questionnaires, Braumüller said.

Existing policies will be followed for now, with the new 
structure set to take effect in January 2014 after the 
completion of amendments to the organization’s policies 
and procedures. Transitional measures will be put into 
place from where needed.

A representative of the Global Federation of Insurance 
Associations (GFIA) expressed reservations. He noted that 
industry observers have an important role to play and said 
the IAIS needs to provide documents in sufficient time and 
with sufficient detail. He said the chairs of subcommittees 
and working groups should have the flexibility to call on 
observers as needed. Observer participation between 
the initial and the consultation phase will be limited to 
invitation by the chair.

A consumer representative from the NAIC said she was 
dismayed. “We are the ultimate users of the product you 
are trying to regulate. I encourage you to keep the doors 
wide open,” she said.

A representative from the American Council of Life Insurers 
told the IAIS that he would “urge that this be a considered 
process… as opposed to an expedited process.”

Seeking to reassure observers, Braumüller told the group, 
“We have not changed our position that input from 
observers is very valuable.”
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At the annual general meeting of an organization where over 
the years she sometimes seemed to stand alone representing 
the views of U.S. regulators and industry, retired NAIC CEO 
Dr. Terri Vaughan was granted the IAIS’s highest honor, 
named a Distinguished Fellow of the organization.

Former NAIC President and Florida Insurance Commissioner 
Kevin McCarty presented the award to Vaughan, noting her 
work in the development of the revised ICPs. He called her 
“an advocate of advancing achievable and pragmatic goals.” 
He said to Vaughan, “We are enormously grateful to you.”

In her acceptance speech, Vaughan bemoaned how 
policymakers misunderstood and denigrated the insurance 
industry and the industry’s strength. “It is a remarkable 
history and one that we should be proud of,” she said.

As to the role of the IAIS, she said the IAIS could push back 
on those who don’t understand the industry. She noted 
that two U.S. insurers were named systemically important 

Vaughan named IAIS 
Distinguished Fellow

Photo courtesy of the IAIS

financial institutions (SIFIs) for traditional insurance business 
— not considered systemically risky by most industry 
observers, including think tanks like the Geneva Association 
— and wondered why those in other segments of financial 
services think they have such superior knowledge.

Known for her strong and academically distinguished 
defense of U.S. insurance regulation, Dr. Vaughan served 
for 10 years as Iowa insurance commissioner. The former 
Drake University professor was CEO of the NAIC from 2009 
through 2012.

She earned a Ph.D. in risk and insurance at the Wharton 
School of the University of Pennsylvania and a B.B.A. in 
insurance and economics at the University of Iowa. She is a 
CPCU, an Associate of the Society of Actuaries, an Associate 
of the Casualty Actuarial Society, and a Member of the 
American Academy of Actuaries. Vaughan is the co-author 
of two college textbooks on insurance, Essentials of 
Insurance and Fundamentals of Risk and Insurance. 

Dr. Terri Vaughan, here with Florida Insurance Commissioner Kevin McCarty, left and IAIS Executive Committee Chairman Peter Braumüller, 
was named a Distinguished Fellow of the IAIS.
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About the IAIS

Established in 1994, the International Association 
of Insurance Supervisors (IAIS) represents insurance 
regulators and supervisors of more than 200 jurisdictions 
in nearly 140 countries.
 
Since 1999, the IAIS has welcomed insurance 
professionals as observers. Currently there are more 
than 130 observers representing industry associations, 
professional associations, insurers and reinsurers, 
consultants and international financial institutions. The 
IAIS issues global insurance principles, standards and 
guidance papers, provides training and support on issues 
related to insurance supervision, and organizes meetings 
and seminars for insurance supervisors. 

The IAIS works closely with other financial sector 
standard setting bodies and international organizations to 
promote financial stability. It holds an Annual Conference 
where supervisors, industry representatives and other 
professionals discuss developments in the insurance sector 
and topics affecting insurance regulation. 

An Executive Committee, whose members represent 
different geographical regions, heads the IAIS. It is 
supported by three main committees - the Technical 
Committee, the Implementation Committee and 
the Budget Committee. These committees form 
subcommittees and working parties (working groups, task 
forces and groups) to accomplish their objectives.

Indonesia
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Africa – CIMA
Albania 
Argentina 
Armenia 
Aruba 
Asian Development Bank 
Australia – APRA 
Australia (NSW)
Australia – PHIAC 
Austria
Republic of Azerbaijan 
Bahamas
Bahrain 
Bangladesh
Barbados 
Belarus (Republic of)
Belgium
Belize
Bermuda
Bhutan
Botswana 
Brazil – ANS 
Brazil – SUSEP
British Virgin Islands 
Brunei Darussalam
Bulgaria
Cambodia 
Canada – FICOM
Canada – OSFI
Canada, Quebec
Cape Verde
Cayman Islands BWI
Chile 
China
China Hong Kong 
Chinese Taipei 
Colombia
Costa Rica 

Curacao and St Martin 
Cyprus
Czech Republic 
Denmark 
Ecuador 
Egypt 
EIOPA 
El Salvador
Estonia
European Commission
Finland (Authority)
Finland (Ministry)
France (ACPR)
Georgia
Germany, BAFIN 
Germany (Ministry) 
Ghana 
Gibraltar
Guatemala 
Guernsey
Guinea
Hungary
Iceland
Indonesia
IMF
India
Ireland
Isle of Man
Israel 
Italy
Jamaica
Japan
Jersey
Jordan
Kazakhstan 
Kenya
Republic of Korea
Kosovo

Labuan, Malaysia 
Latvia
Lebanon
Lesotho 
Liechtenstein
Lithuania
Luxembourg 
Macau
Macedonia
Malawi
Malaysia
Malta
Mauritius
Mexico
Moldova
Mongolia
Montenegro 
Morocco 
Namibia 
Nepal 
Netherlands DNB
New Zealand
Nigeria
Norway
OECD
Sultanate of Oman
Pakistan
Palestine 
Panama 
Papua New Guinea  
(Department of Finance & Treasury
Papua New Guinea  
(Bank of Papua New Guinea)
Paraguay
Peru
Philippines 
Poland
Portugal

Qatar
Republic of Maldives
Romania
Russia
Rwanda 
Samoa 
San Marino
Saudi Arabia
Serbia 
Singapore
Slovakia
Slovenia
South Africa
Spain
Sri Lanka
Suriname
Sweden 
Switzerland 
Swaziland 
Tanzania
Thailand 
Trinidad & Tobago
Tunisia
Turkey
Turks & Caicos BWI 
Uganda
United Kingdom – PRA
United Kingdom – FCA
United Arab Emirates
United Arab Emirates – DFC
Uruguay
USA FIO
NAIC & 56 jurisdictions in USA
Uzbekistan
Vanuatu
Vietnam
World Bank
Zambia

IAIS Members 
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