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COUNTRIES INCLUDED IN BARRIERS LIST

Argentina

Australia

Bahamas

Bahrain

Bangladesh

Brazil**

Bulgaria

Chile

China

Chinese Taipei

Colombia

Costa Rica

Egypt

Guatemala

Hong Kong (SAR)

India

Indonesia

Israel

Kenya

Korea (South)

Kuwait

Malaysia

Mexico

Morocco

Myanmar 

New Zealand

Oman

Pakistan

Papua New Guinea

Paraguay

Peru

Puerto Rico

Philippines**

Russian Federation *

Saudi Arabia *

Singapore

South Africa

Sri Lanka

Thailand

Tunisia

Turkey

Uganda

Uruguay

Venezuela

Vietnam*

Zimbabwe

* In negotiations to accede to WTO

**  Brazil (subject to ratification), Jamaica and the Philippines have not yet accepted GATS Fifth Protocol

ARGENTINA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:

I. 
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Suppliers have to be either incorporated in Argentina, registered with the Insurance Commissioner (federal), or accessed by a registered insurance/reinsurance broker.  Insurance of local risks is only legal with local insurance companies. 

C.  Market Access – Commercial Presence: 

· Does not permit branching.

· The Corporations’ Regulator has recently established that a minimum share of 5% should be assumed by any investor (foreign or domestic) to be considered a shareholder

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified, other than horizontal

E.  National Treatment:
· Discrepancies in the treatment of foreign and domestic insurance suppliers with respect to capital, solvency, reserve, tax and other financial requirements.  The discrepancies are not formal, but leeway is given to large domestic companies with strong lobbies.

· Discriminatory 3.5% tax on premiums for reinsurance obtained abroad, but in practice obviated under most Argentine double taxation agreements.

II. 
Best Practices in Insurance

A.  Transparency:
· New and existing regulations are not submitted for public comment with a reasonable amount of time for comment prior to their enactment.
· Market participants are not afforded an adequate time period to become familiar with and be prepared to implement new and revised regulations before they become effective.
· Insurance providers who provide comment and recommendations on proposed or revised regulations do not receive a written reply from the supervisory authority.
· No written statement is provided to insurance providers applying for a licence, however the procedure is clearly regulated.
· The procedures to ensure that consumers can assess the creditworthiness of insurance companies and for insurers to provide information on their creditworthiness to the public are difficult to use and rating is not mandatory.
· No transparent, publicly available, non-discriminatory rules and procedures established that govern the identification and handling of financially troubled institutions, including disclosure. The rules and procedures are applied at the discretion of the insurance commissioner.
· No procedures are in place to provide notification to the World Trade Organization before measures are adopted with respect to taxation that affect all insurance products.

B.   Solvency and Prudential Focus:

· Burdensome requirements for new products, forms, rates and services to be filed and approved.  
· Where filing and approval of an insurance product is required, the policy reasons for such requirements are not made publicly available by the regulatory authority, and no explanation is given of how the requirements are the least burdensome means of satisfying the policy reasons for filing and approval.  
· No deemer provision that allows new products to be deemed approved after a set period if the insurance supervisor has not taken action to disapprove it.  
· Restrictions on the payment of dividends by foreign insurance providers under Foreign Exchange Control Law.


C.   Insurance Monopolies:

· Designated insurance monopolies in the country are allowed to offer insurance products outside of their monopoly designation.  

D.   Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.

Market Background Information:
In insurance, full market access and national treatment are guaranteed.  The previous ban on new establishment in the insurance sector has now been lifted. Argentina’s insurance market is largely open.  Following liberalising reforms effective from October 1998, foreign owned companies may establish as wholly-owned subsidiaries, as a joint venture with a local firm, or through purchase of an existing, licensed company. The National Institute of Reinsurance has been liquidated.

Insurers in Argentina are operating in a market in which regulation is not adequately enforced (particularly as regards solvency).  The result is that foreign companies are not on an equal footing when it comes to competing with poorly supervised local companies who are not subject to the full force of regulation.  This variable application of regulation effectively discriminates against foreign insurers.  For instance, there has been a system since 2002 of specific authorizations granted by the Monetary Authority (Argentina Central Bank) and the National Insurance Superintendence to wire transfer payments outside the country; but, while these regulations are applicable to both domestic and foreign concerns, they may in practice give rise to discrimination.

Significant fields in which Argentina has not yet made any commitments include (but are not confined to):

· insurance intermediation and services auxiliary to insurance.  (Modes 1,2,3,4).

AUSTRALIA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I. 
Market Access and National Treatment 

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:
· No commitments other than in cross-border trade in MAT insurance and reinsurance.

· Non-established foreign insurance firms must have a resident Australian agent.

· Domestic monopolies on third party motor liability insurance and workers’ compensation insurance at State and Territory level.

C.  Market Access – Commercial Presence: 

· Foreign establishment in life insurance limited to subsidiaries only (no branching) with the principal officer resident in Australia.

· Domestic monopolies on third party motor liability insurance and workers’ compensation insurance at State and Territory level.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified, other than horizontal.
E.  National Treatment:
· No specific barriers identified at this time.

II. 
Best Practices in Insurance

A.  Transparency:
· No procedures to provide notification to the World Trade Organization before measures are adopted on taxation that affect all insurance products.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time. 
C.   Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
To conduct financial services business in Australia is going to be harder in respect of certain retail classes of business because of the impact of the Financial Services Reform Act. This will mean that an intermediary will need to be licensed by the Australian Securities and Investments Commission (ASIC) under the new regulatory regime in order to conduct insurance business for retail classes with effect from 11 March 2002, though there are transitional arrangements of which existing players may be able to take advantage. There are still controls on the business which non-established firms can offer in insurance.  But there are no significant barriers for established firms, other than a ban on foreign branches conducting life insurance business.
BAHAMAS

Current barriers:

· Non-Bahamian insurance companies (i.e. companies whose stock is not 65% beneficiary-owned by Bahamian citizens) banned from investing local currency funds in Bahamian equities.

· Regulations require involvement of Bahamian-registered agent or broker in insurance business.

Market Background Information:
Through the operation of exchange controls, the Government of the Bahamas effectively prevents non-Bahamian insurers from investing their local currency funds in Bahamian equities. Majority Bahamian-owned companies therefore enjoy a competitive advantage over foreign-owned firms in the Bahamas, as they have access to a significantly higher investment return on Bahamian Dollar capital.

Insurance companies in the Bahamas cannot do business direct with clients, as they have to use a Bahamian registered agent or broker. New legislation has been tabled that will enshrine this restriction in law.

BAHRAIN
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Restrictive localization of workforce requirement. 

· Cross-border direct business not allowed.

BANGLADESH 
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Maintains a 90/10 profit sharing rule (policy holder/shareholder) that is out of date with developing economies. 

· Unreasonable reinsurance limitations that impede ability to operate at optimum level. 
BRAZIL

Primary Objectives: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.  Secure Brazilian ratification of the Fifth Protocol (not ratified as at 1 September 2005).

.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I. 
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Does not permit cross border sales for reinsurance, MAT insurance and insurance services (including brokerage and agency) on behalf of both domestic and foreign clients.

· No commitments for cross-border and consumption abroad in MAT insurance, reinsurance or other insurance services (including brokers and agency), except for freight and vessels.

· Both foreign and domestic reinsurers are not granted right of first refusal privileges.

· Does not offer freedom of form for reinsurance and freedom of reinsurance contract forms.

· Legal requirement for imported goods or goods in transit to be insured with insurers resident in Brazil. 

· Imposes restrictions on MAT insurance. An economic needs test restricts direct insurance contracts with foreign insurers to cases where risks can not be covered by domestic insurers or the risk is against the national interest.  In addition, requires approval by the Superintendeacia de Seguros Privados (SUSEP) before the contract is signed.

· Requires submission of detailed information on the contract and approval by SUSEP when an insurance contract, except for contracts on maritime shipping, aviation, goods in international transit and export credit, is concluded in foreign currency.
· State monopoly on workers’ compensation.

· State monopoly on reinsurance.

· Prohibitive taxation (effectively double taxation) on fees of services rendered abroad leads to systematic refusal by agents abroad to render services to Brazilian clients.

C.  Market Access – Commercial Presence: 

· Presidential decree required for establishment of commercial presence in insurance.

· Does not allow direct branching. Incorporation under Brazilian Law is required to establish commercial presence.

· Restrictive commitments on insurance intermediation and services auxiliary to insurance.

· Exclusive service supplier arrangements or monopolies for reinsurance prevent full and open competition (IRB).

· Imposes mandatory cessions for reinsurance of 100% to IRB.

· State monopoly on workers’ compensation.

· State monopoly on reinsurance.

D.  Market Access – Temporary Entry of Natural Persons:
· A business entity which has more than 3 employees is obliged to hire Brazilian employees who must comprise more than two thirds of its total employees.
E.  National Treatment:
· Restrictive conditions and limitations on monetary transfers by insurers and insurance intermediaries.

· Special 2% tax on premiums ceded to foreign reinsurance undertakings.
· Requirement of minimum funds ranging from US$100-150m for the creation of a reinsurance undertaking.
II. 
Best Practices in Insurance

A.  Transparency:
· No transparent, publicly available, non-discriminatory rules and procedures to govern the identification and handling of financially troubled institutions, including disclosure.

B.  Solvency and Prudential Focus:

· Burdensome limitations on the number and frequency of new product and service introductions.  
· Restrictions on the payment of dividends by foreign insurance providers.
C.  Insurance Monopolies:

· It is not known whether the state macropolies in reinsurance and workers compensation have wider implications for regulatory best practice.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
The Brazilian insurance regime includes a web of restrictions, many of which act as very significant barriers to market entry.  It remains of high importance for these to be removed.  Amendments to the Constitution in 1995 opened the insurance sector to foreign investment and removed the distinction between the treatment of foreign and national capital.  Privatisation of workers compensation insurance have long been pending. But current regulations prevent development of traditional agency forces, and labour law restrictions exclude traditional agents from selling life insurance (permitted only brokers and banks).

Foreign exchange controls mean that Central Bank approval is required for monetary and profit repatriation.

Brazil has still not privatised its State monopoly reinsurer (IRB). Removal of the monopoly was decided in principle by the law (Lei 9932/99) approved in December 1999.  However, the National Congress has not yet adopted the legislation. Prior to the privatisation of the IRB, the reinsurance market should be de-monopolized in the interim period before that legislation is implemented.  

It is proposed that, after the new legislation is adopted, a new regime for reinsurance (offering some foreign market access) will be put in place.  But the proposed new regime for reinsurance would limit cross-border reinsurance cessions to 10% of total reinsurance placements.  Furthermore, for two years after the privatisation of IRB, insurance companies will have to offer 60% of cessions to the new IRB or new state reinsurer preferentially and with restriction on cession abroad.  In addition, a minimum deposit of US $5 million will be required of those reinsurers establishing in the Brazilian market.  This requirement will present a barrier to entry and will, in particular, affect established insurance companies, who will effectively have to set up as reinsurers in order to access their world-wide Group financial capacity.

Significant fields in which Brazil has not yet made any commitments include (but are not confined to):

· Cross-border provision and transfer of financial information;

· pension fund management (Mode 3).

BULGARIA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Current barriers:

· Ownership limitations (5%) per individual without political council approval.

· Cross-border MAT not permitted

CHILE
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Cross-border direct insurance (other than MAT) not permitted.

· Cross-border sales for reinsurance, MAT insurance and insurance services (including brokerage) relating to these types of insurance are permitted on behalf of both foreign and domestic clients, but are subject to a 22% tax on insurance consumption abroad and a 2% tax on reinsurance premium ceded.

· If dividends remain in Chile they are subject to 15% taxation, if they are transferred abroad this percentage is increased to 35% and the undertaking must assume the higher cost.

C.  Market Access – Commercial Presence: 

· Direct branching not permitted.

· Establishment subject to both an economic needs test and to minimum capital requirements (US$3.0 million for general insurance corporations), leverage and net worth ratios..

· If dividends remain in Chile they are subject to 15% taxation; if they are transferred abroad this percentage is increased to 35% and the undertaking must assume the higher cost.

· Previous authorization by the Banco Central de Chile (Central Bank of Chile) before transferring dividends from Chile to another country.

D.  Market Access – Temporary Entry of Natural Persons:

· Country does not provide temporary visa and associated work permits to professional level personnel employed by the foreign insurer’s home and third country offices in a timely manner for the purposes of entering the country and providing short and mid-term assistance to its host country insurance services operation.
E.  National Treatment:
· No specific barriers identified at this time.

II.
Best Practices in Insurance

A.  Transparency:
· New and existing regulations are not submitted for public comment with a reasonable amount of time for comment prior to their enactment.

B.  Solvency and Prudential Focus:

· Burdensome requirements for new products, forms, rates and services to filed or approved.  Freedom in wording text for policies over UF. 200 in premium; under UF. 200, wordings are subject to Superintendence of Values and Insurance (SVS) approval.  Rates are freely marketed.
C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Establishment in insurance in Chile is fairly free, although a widely drawn economic means test can be applied (this has not yet been done, in practice).  Direct branching is not allowed in insurance and there are very few commitments in cross-border trade.  This, added to the discriminatory tax on consumption abroad and the tax on reinsurance premiums ceded abroad, have served to restrain levels of cross-border insurance business with Chile.

Amendments in the late 1980s and in 1994 had various effects.  They increased the minimum capital requirement for a new insurer to about US$2.8 million (in 1996 dollars): it now stands at US$3.0 million.  They also established new capital minimums for already established insurers, relying on leverage and net worth ratios; they required investment diversification by type of security and economic group; and they authorized insurers to invest up to 15 percent of investments in securities issued in foreign countries (if the original such investment in foreign securities is made through the Foreign Investment Committee (FIC) (DL 600) sums transferred abroad must first be certificated by the FIC’s Executive Vice President).  Although some of these changes allowed for greater diversity of investments, it remains the fact that some funds in insurance companies are only allowed to be invested in low-return bank deposits, and certain types of bonds.

Asset Management and pensions were excluded from 1997 commitments.  But these were significantly liberalized in the reforms to the administration of the financial sector announced by President Lagos in April 2001. Chile’s commitments should now be revised to reflect this important change.

Significant fields in which Chile has not yet made any commitments include (but are not confined to):

· cross-border supply and consumption abroad of intermediary services related to MAT insurance and reinsurance;

· establishment of insurance intermediaries (Mode 3)

· asset management, pensions intermediation and auxiliary insurance services (Mode 3). 

CHINA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Restrictions on cross-border supply, except international MAT insurance and reinsurance and brokerage related to international MAT and large-scale commercial risk insurance and reinsurance.

· Restrictions on consumption abroad of brokerage.

· Consumption abroad of brokerage unbound.

· Requirement for reinsurance cessions (reducing under WTO accession terms).

· The list of legal entities permitted to write insurance and reinsurance does not include “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· Accident & Health insurance restricted to life companies only.
· Limit of 50% for foreign equity holdings in life insurance joint ventures, 50% restriction on joint broking ventures.

· Restrictions on granting of licenses.
· Geographical commercial presence for transitional periods after Chinese accession to the WTO.

· Restrictions on branching, including requirements for consecutive branch-by-branch approval, with lengthy application processes
· Restrictions on business scope of commercial presence.
· Requirement for reinsurance cessions.

· The list of legal entities permitted to write insurance and reinsurance does not include “an association of underwriters.”

D.  Market Access – Temporary Entry of Natural Persons:

· Requirement that natural persons designated as agents must be permanent residents.
E.  National Treatment:
· Imposes a $50,000 floor on large-scale commercial risk.

· Limits investment options available to foreign funded insurers.


· Restrictions on investment of assets. 
· Restrictions on cross-border transfer of capital (which is subject to authorization).

· Higher capitalisation requirements for foreign insurers.

· Foreign insurers restricted from “statutory” insurance business and certain other classes (e.g. surety bonds).

· Discriminatory restrictions on sub-branches (foreign-owned insurers may only establish one sub-branch at each application, while domestic insurers are permitted to establish multiple sub-branches).

· Tax burden greater for foreign insurers.

II.
Best Practices in Insurance

A.  Transparency:
· Accession commitments are still being implemented.  It is not yet clear how far problems will arise.

B.  Solvency and Prudential Focus:

· Accession commitments are still being implemented.  It is not yet clear how far problems will arise.

C.  Insurance Monopolies:

· Accession commitments are still being implemented.  It is not yet clear how far problems will arise.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.

Market Background Information:
Although China has made significant concessions to open its insurance market further, a number of major obstacles remain.  The removal of geographical restrictions on commercial presence could be accelerated.  Chinese licensing and regulatory processes are not yet fully transparent, and there is lack of clarity in the division of regulatory authority between national and provincial officials and agencies.  China should be urged, within the framework of discussions under GATS Articles VI and VIII, to specify plans for applying regulation in a transparent and non-discriminatory manner.

The national treatment barriers are significant, especially in statutory insurance. Restrictions on foreign-owned insurers from writing “statutory” insurance business have effects going wider than the strict ambit of such business.  For instance, in the field of motor insurance, the “statutory” insurance which foreign insurers may not write is third party motor liability insurance.  This is itself a serious impediment, as the motor third party liability market accounts more than 50% of the total Chinese non-life market. But the restrictions tends to go wider: it means in practice that foreign insurers have no access to the market for related motor risks (e.g. covering risks such as fire, theft, loss or damage affecting the insured’s own vehicle) as policyholders generally insure such risks with the domestic insurer offering the “statutory” cover. As a separate statutory insurance matter, the recent nationalisation of workers compensation may affect foreign insurers’ newly developed position in the employers’ liability market.

There are various regulatory restrictions which (while arguably falling under the GATS Financial Services Prudential Carve-Out) have significant restrictive effects on market entry.  Capitalisation requirements in China remain high at a minimum of RMB200 million for initial establishment and RMB20 million for each additional branch: these requirements could be eased without sacrificing prudential rigour.  There are also excessive requirements for insurance companies engaged in overseas use of foreign exchange funds (usually foreign insurers) which only the largest companies can meet:

(1) The company has a permit for conducting foreign exchange business;  

(2) Its total assets at the end of the previous year are not less than RMB 5 billion;  

(3) Its foreign exchange funds at the end of the previous year are not less than USD 15 million or equivalent value in a freely convertible currency;  

(4) Its solvency margin complies with relevant stipulations of the CIRC;  

(5) It has a specialized fund-use department or a relevant insurance asset management company;  

(6) Its internal management system and risk control system comply with the stipulations of the Risk Control Guidelines for Use of Insurance Funds;  

(7) The number of its professional managerial personnel with over 2 years' overseas investment experience complies with relevant stipulations;  

(8) Other qualifications specified by the CIRC and the SAFE.

Similarly, insurers’ permitted investments in the securities sector are heavily restricted by Provisional Regulations jointly issued and put into effect by the State Council, China Insurance Regulatory Commission and China Securities Regulatory Commission in October 2004.  These specify that an insurer’s annual permitted investments cannot exceed 5 percent of its total reported assets at the end of the previous year, according to the regulations.  This means that most insurance company funds may only be invested in low-return bank deposits, and certain types of bonds  -  a serious impediment for foreign insurers, whose attractiveness and profitability suffer from their inability to invest in a wider range of investment products. Greater flexibility on investment options and equality of treatment on foreign investments for both domestic and JV insurers is desirable.

Monitoring Chinese WTO accession commitments remains important.  There are three main areas:

Restriction of foreign life and non-life insurers and intermediaries to certain cities: The fact that foreign insurers and intermediaries are restricted to certain cities means that they are barred from entering potentially lucrative markets (e.g. at provincial or nationwide level), and they are unable to compete effectively with domestic Chinese companies, which enjoy a nationwide presence. However, this restriction (limiting market-opening first to Shanghai, Guangzhou, Dalian, Shenzhen and Foshan (December 2001), with the addition of Beijing, Chengdu, Chongqing, Fuzhou, Suzhou, Xiamen, Ningbo, Shenyang, Wuhan and Tianjin by December 2003) was due to be lifted on 11 Dec 2004, after which internal branching will be permitted consistent with the phase-out of geographic restrictions.

Compulsory Reinsurance Cessions: compulsory cessions are to be phased out on the following basis: a 20 per cent cession of all lines of the primary risks for non-life, personal accident and health insurance business with an appointed Chinese Reinsurance Company shall be required (until December 2002); 15 per cent (until December 2003); 10 per cent (until December 2004); and 5 five per cent (until December 2005).  Four years after accession (i.e. from December 2005), no compulsory cession will be required.

Permitted Classes of Business: from December 2004 (i.e. three years after WTO accession) foreign insurers may provide both individual and group life insurance, and health insurance, group insurance and pension/annuities insurance, to both foreigners and Chinese nationals.

It will be important to ensure that the progressive liberalisation promised in all three areas is carried out punctually and straightforwardly. 


CHINESE TAIPEI

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· Cross border reinsurance permitted, but cross-border direct insurance subject to economic needs test.

· Domestic monopoly reinsurer Central Reinsurance Corporation (CRC).

· Mandatory cessions of 50% - 80% to CRC. 

C.  Market Access – Commercial Presence: 

· No restrictions regarding the ability to provide services using home company name in the host country market are in place.  However, all formal documents need to be in the name of the local operation registered with the Authority.  

· Discriminatory treatment of foreign insurers.

· For insurers providing cover in compulsory lines, all policy issuers need to be members of the pool organized for that compulsory line.  

· Private sector participation in the pension system is not permitted.  It is run by the government.

· Restrictions on distribution arrangements, such as bancassurance.

· Personal accident/medical insurance market open only to life insurers.

· Domestic monopoly reinsurer CRC.

· Mandatory cessions of 50% - 80% to CRC.
D.  Market Access – Temporary Entry of Natural Persons:
· Discriminatory requirement to have locally qualified actuary on staff in order to introduce new products.

E.  National Treatment:

· Discrepancies in the treatment of foreign and domestic insurance suppliers with respect to capital, solvency, reserve, tax and other financial requirements.  Capital requirement for a foreign company’s branch operation is NT$50 million as against a domestic company’s NT$2 billion.

· Foreign brokers and agents must have at least one employee who has a Taipei licence.

· Discriminatory localization of capital requirements applied to foreign insurers.

· Discriminatory treatment of foreign insurers in the area of product licensing and product approval (average approval time for new products is approximately one year, but much shorter for domestic insurers).  .

II.
Best Practices in Insurance

A.  Transparency:

· No procedures in place to ensure that consumers can assess the creditworthiness of insurance companies and for insurers to provide information on their creditworthiness to the public.  However, the Ministry of Finance was working on the regulation for information disclosure of insurance companies, and it was scheduled to take effect on Jan. 1, 2002.  It would require insurers to disclose their financial information.  
· No transparent, publicly available, non-discriminatory rules and procedures established that govern the identification and handling of financially troubled institutions, including disclosure.

B.  Solvency and Prudential Focus:

· The regulations for the filing and approval of new products, forms, rates and services, while clear, can be implemented very arbitrarily by case officers and the policy examination committee.  The procedure of approving a new product could drag on for about three to six months, even longer.  

· Where filing and approval of an insurance product is required, the policy reasons for such requirements are not made publicly available by the regulatory authority, and no explanation is given of how the requirements are the least burdensome means of satisfying the policy reasons for filing and approval.  Documents required in formality for filing is regulated, but approval of the material contents rests with the viewpoints of the examination committee.
C.  Insurance Monopolies:

· It is not known whether the local insurance and reinsurance monopolies meet Best Practice requirements.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.

Market Background Information:

In many respects, the Taiwanese market is relatively open.  However, this is not the case for the financial services sector.  And, even where there is apparent equality in law, local companies are treated differently to foreign companies. The Taiwanese Government has expressed its commitment to liberalise its financial services markets in order to compete with Hong Kong and Singapore as a regional financial services centre.  However, although the willingness to change is apparent at the upper levels of Government (and Government institutions, such as the Ministry of Finance), junior staff in these institutions are still operating restrictive regimes.

As part of its accession to the World Trade Organization, Chinese Taipei is taking steps to open its insurance sector even more to foreign providers.  Prior to 1994, only U.S. insurance companies were permitted to establish in the local market through the establishment of branch offices.  After the Guidelines for Establishing New Insurance Companies and the Regulations Governing the Standards of Incorporation and Administration of Foreign Insurance Companies were revised in 1994, the market was opened further to qualified foreign insurance companies which could establish either as a subsidiary or a branch office.

Although the Taiwanese market is slowly moving towards greater liberalisation, there are a number of requirements that have served to inhibit the development of foreign insurance companies in the market. Local capital requirements result in foreign branch operations being required to maintain local capital without any account being taken of the capital of the Group’s head office operation, nor of any Letters of Credit.  This results both in additional administration, but, more importantly, in increased costs in the Chinese Taipei market, particularly compared to markets such as Hong Kong.  In the life insurance market, both foreign and local companies face restrictions as regards regulatory product approval processes and restrictions on permitted investments.  All products must the licensed by the Ministry of Finance; and the average approval time for new products is approximately one year (although this time is much reduced for local companies).  Wording and pricing elements of new products are reviewed in detail and this approach reduces competitiveness in the market.

The requirement to have a locally qualified actuary working in a company in order for that company to introduce new products has caused a number of difficulties.  Many insurance companies have been unable even to interview, let alone recruit, an even part-qualified actuary, despite every effort being made to do so (as a direct result of the lack of locally qualified actuaries).  Foreign-qualified actuaries working in insurance groups are not acceptable and this restriction presents a barrier to development of foreign insurance company business in Chinese Taipei.

In most markets, general insurance companies are able to write personal accident and medical insurance.  In Chinese Taipei, these classes of business are restricted to life companies.  A change in legislation has allowed non-life companies to write these lines as a rider to a non-life policy (such as travel insurance).  The Taiwanese authorities are considering opening these lines of business to non-life insurers and this should be sought in Taiwanese commitments to the WTO. 

Tight rules on distribution have restricted foreign insurance company expansion in Chinese Taipei as, in order to sell through banks, credit card companies and the internet, all administration needs to be conducted in the office of the insurer and signed proposal forms must be used in every case. This restricts distribution arrangements such as bancassurance.  There are also restrictions on advertising. Where internet business is concerned, these requirements have acted as a significant impediment to business development.  Restrictions on advertising of insurance products and on the ability of other financial services institutions to sell insurance products over the counter have restricted the operations of insurers.

In the life market, the Post Office Insurance Company has hitherto enjoyed certain freedoms (notably tax benefits for its products).   But these have had limited impact, particularly because the tax benefits are offset by the product restrictions imposed on the Post Office.  The Post Office is now in the process of privatization.




Significant fields in which Chinese Taipei has not yet made any commitments include (but are not confined to):

· cross border intermediary services for reinsurance;

· consumption abroad of insurance intermediation services.

COLOMBIA
- Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Cross border sales for reinsurance, MAT insurance and insurance services (including brokerage) on behalf of both domestic and foreign clients are permitted, but direct insurance must be done through a local legally established insurance company, with the exception of Marine (CIF policies) and Aviation (Aircraft registered abroad). Non-admitted insurance is not allowed in Colombia.

· No cross-border commitments, except in reinsurance and external trade insurance.

C.  Market Access – Commercial Presence: 

· Restrictions regarding form of establishment.  There are no restrictions on setting up a subsidiary, forming a new company or acquiring an insurance supplier.  But a direct branch is not allowed. 

· Restrictions regarding the ability to provide services using home company name in the host country market are in place.  Home company cannot participate directly or indirectly in insurance underwriting.   
· Private sector participation in the pension system is permitted (both private and public), but subject to restrictions on minimum equity and stockholder approval by local superintendency. 
· Establishment subject to economic needs test.

· Foreign reinsurance undertakings are obliged to make deposits.  

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time, other than horizontal.
E.  National Treatment:
· Since 1996, the income tax rate on benefits received by non residents and non domiciled foreign societies in Colombia is 7%. 

II.
Best Practices in Insurance

A.  Transparency:
· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.
C.  Insurance Monopolies:

· No specific barriers contrary to the Model Schedule identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Foreign insurance companies in Colombia enjoy unrestricted access as subsidiaries, subject to authorization and a general economic needs test.  However, there is no access for branches and cross-border trade is limited to reinsurance and external trade insurance.  Furthermore, there are no commitments in life insurance.  This, allied to Colombia’s wide MFN exemption, requiring reciprocity in all sectors, provides plenty of opportunity to seek further commitments in this Round.  The insurance sector divided among companies offering general, life or reinsurance coverage, or any combination of these three.  Allegations of fraud have plagued the sector, and have worsened with the threat of computer-related schemes.  This has led to an effort by the industry to tighten controls and improve risk analyses.

Significant fields in which Colombia has not yet made any commitments include (but are not confined to):

· market access (Modes 3 and 4) and national treatment for the life sector.

COSTA RICA
Primary Objectives: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.   

Barriers:
· State monopoly in insurance.

· 5.5% tax on premiums abroad. 

EGYPT
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Economic needs test on all “inland” insurance services.  

· Restrictions on branching by foreign firms.

· Restrictions on foreign ownership outside the “free zones”.  In life, health and personal accident insurance, foreign capital equity restricted to 51%, except in free zones, as of 1 January 2000.  In non-life, foreign capital equity restricted to 51%, except in free zones, as of 1 January 2003 (49% before that date).

· 1998 reforms not bound.  

· Cross-border supply and consumption abroad of MAT insurance and insurance intermediation services related to it are not bound.

· Restrictions on establishment of foreign insurance brokers.  Foreign brokers are not allowed to offer their services related to non-life risks, in particular MAT, as well as to large industrial or commercial risks (and all related services: consultancy, risk assessment, risk management, etc).

· 5% compulsory reinsurance cession to African Re and Egypt Re.

Market Background Information:
Egypt’s current commitments stand out among developing countries.  They have granted full market access under all forms of commercial presence and eased some of the restrictions in insurance.  However, further liberalisation should be sought.  Direct branching is still not permitted in insurance, and, although majority shareholding is granted to life insurers, outside free zones, non-life insurers will have to wait for majority control.

Privatisation of the “Big Four” Egyptian companies. Misr, National, Al-Charq and Egypt Re, is planned by 2003.  Potential buyers for the four were identified by April 2001.  Valuation of the Big Four was complicated by seeking an objective determination of outstanding liabilities and a possible selling off of vast real estate holdings, which also had to be properly evaluated and valued.  The Government of Egypt is in the process of evaluating the appropriate factors to use in determining a realistic valuation for the four companies.  The reforms expected in 2003 in the pension sector should be incorporated in the new GATS offer.

Two companies based in the free zones have been privatised, Egyptian American Insurance Co. (ACE/CIIC) and the Arab International Insurance Co. (AXA/Allianz).  They have received approval from EISA to operate in the national market.  

In addition, eight private companies operate in the market, some with foreign participation (AIG, Legal and General of the UK).  

Personnel:  The requirement for an Egyptian managing director on the board has been removed.  Furthermore, the prohibition on foreign nationals serving as corporate officers has been removed.

Creation of an insurance information centre is planned.  The centre’s purpose is to provide more transparency, credibility and increase public confidence.  The centre will ensure the computerization of filings, to enable EISA to perform its supervisory and data dissemination roles more efficiently.

Significant fields in which Egypt has not yet made any commitments include (but are not confined to):

· insurance intermediation and services auxiliary to insurance (Modes 1,2,3,4) except for life insurance and reinsurance intermediation (Modes 1 and 2).

GUATEMALA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· A business entity which has more than 3 employees is obliged to hire Guatemalan employees who must comprise more than two thirds of its total employees.

· Requirement that the members of the Board be Guatemalan nationals.    

HONG KONG (SAR)
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Requirement to retain assets in Hong Kong (80% or more).

· Direct cross-border not allowed for compulsory classes.

· Restrictions on cross-border business through requirement for foreign insurers to maintain an office in Hong Kong as its place of business and to have a locally based chief executive/controller, in order to conduct direct insurance business in Hong Kong.
· Restrictions on some claims settlement services.

· Certain limitations on national treatment for foreign insurance intermediaries.

Market Background Information:
Under the Insurance Companies Ordinance, insurance companies must be authorized by the Insurance Authority to transact business in Hong Kong.  Hong Kong has the highest number of authorized insurance companies in Asia.  As of April 2001, 209 authorized companies operated in the HKSAR, including 102 foreign companies from 24 countries. In terms of assets, of the world's top 10 insurance companies, six have branch offices or subsidiaries in Hong Kong.   Premium income from insurance services in Hong Kong is the fifth highest in Asia (after Japan, South Korea, Chinese Taipei and China).  

1999 amendments changed reporting requirements for insurers by shortening from 6 months to 4 months after the close of the fiscal year the filing date for financial information with the Insurance Authority.  On a case by case basis, an extension of 3 months for the filing requirement may be granted.  

Failure to comply with the filing requirement subjects the insurer to a fine of HKS200,000, plus HK$1,000 for each day the company fails to comply with the requirement.  Individuals found in breach of the requirements are subject to 2-year prison terms.  

The Insurance Authority requires insurers to retain assets in Hong Kong equal to:  

(1)
80% of liabilities, after deducting amounts for which contracts of reinsurance have been entered into, plus a “relevant amount” tied to the company’s gross premium income resulting from its Hong Kong insurance business only; 

(2)
or, in the case of companies having entered into contracts of reinsurance for which the premiums payable are more than one-half of the gross premiums received, 40% of liabilities before deducting that for which contracts of reinsurance have been entered into, plus the “relevant amount.”    

INDIA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.   Market Access – Cross Border Trade:

· Imposes 20% mandatory cessions across the board for non-life classes to state reinsurer (S.101A, Insurance Act 1938).
· Requires different percentages for domestic and foreign reinsurers with respect to mandatory cessions.  Domestic cessions have to be maximized before foreign cessions (Article 3 (1) IRDA (General Insurance-Reinsurance) Regulations, 2000).  (See Market Background Information).
· Foreign reinsurers are not granted right of first refusal privileges while domestic reinsurers have this right (see Market Background Information).  

· There is a reinsurance monopoly in the non-life sector in India.

· Restricted commitments on intermediation for reinsurance.

· Substantially prohibits cession abroad.  In the Schedule of Specific Commitments of India, it is stated that reinsurance can be taken out with foreign reinsurers to the extent of the residential uncovered risk after obligatory or statutory placements has been made domestically with Indian insurance companies (Article 3 (1) IRDA (General Insurance-Reinsurance) Regulations, 2000).  

· When Indian citizens or enterprises purchase insurance services from an insurer abroad, they are required to have overseas remittance permission from the Reserve Bank of India in accordance with  “The Foreign Exchange Management (Insurance) Regulations, 2000 Sec 3.”  However, the permission is not granted.

· Prohibits cross border trade and consumption abroad for MAT, except for freight insurance, where goods in transit to and from India may be insured with foreign insurers.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· Restrictions on foreign equity ownership of insurance and insurance brokerage companies.  Foreign insurers and brokers cannot establish unless via a joint venture with an approved partner with a minimum 74% local shareholding (Ss.2, 7A(b), Insurance Act 1938, as amended). 
· Private sector participation in the pension system is not permitted (both private and public), but some private sector participation is expected by 2002.

· Limit on earnings permitted to be paid to shareholders.  

· Commercial presence for insurance intermediaries limited to reinsurance only, with restrictive conditions.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.
E.  National Treatment:
· There is the question whether there are discriminatory tax requirements on foreign insurers.

· Foreign reinsurers are not granted right of first refusal privileges while domestic reinsurers have this right (see Market Background Information).

II. 
Best Practices in Insurance

A.  Transparency:
· Insurance companies who provide comment and recommendations on proposed or revised regulations do not usually receive a written reply from the supervisory authority in response to those comments.  
· No procedures are in place to provide notification to the World Trade Organization before measures are adopted with respect to taxation that affect all insurance products.

B.  Solvency and Prudential Focus:

· 74 % of the market gross written premium (GWP) is regulated by tariff, with the Tariff Advisory Committee (TAC) deciding on price, terms and conditions.  This results in poor development of underwriting skills, leads to cross-subsidisation, and prevents insurance companies from competing for market share by offering product or price differentiation. 

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
India’s commitments in 1997 were very limited.  With the passage of the Insurance Regulation and Development Authority Act 1999, the Indian insurance industry is now being liberalised, and privatisation of the Indian insurance market has begun. The nationalised General Insurance Corporation and Life Insurance Corporation no longer enjoy monopolies.  These liberalisation measures should now be bound through fresh GATS commitments.

Various regulatory issues affect market entry and competitiveness.  Capitalisation requirements (US$ 25 million for initial establishment) may restrict entry of single-line insurers (e.g: health).  The effect of the tariff is gradually being reduced, as various lines are de-tariffed; but motor insurance (highly significant in the non-life field) has yet to be included in de-tariffing.  Restrictions on claims-payments in foreign currency often entail a lengthy permission process from the Reserve Bank of India (RBI); and removal of these restrictions would reduce administrative costs and reduce currency risk.  Solvency requirements are also comparatively high; and restrictions on insurers’ permitted investments mean that most funds may only be invested in low-return state and central government bonds  -  a particular impediment for foreign insurers, whose investment returns and profits may suffer from denial of access to a wider range of investments. Accounting standards do not yet allow for the inclusion of deferred acquisition costs.

There are ongoing issues relating to the position of joint ventures with foreign participation, on the one hand, and domestic-owned insurers, on the other.  On the one hand, the current foreign equity cap of 26% hampers private companies’ growth prospects, as growth require more capital allocation which the local partners may be unable to match: and for this reason the current government has made clear its intention to raise the foreign equity ownership cap to 49%, although this has yet to result in action.  On the other, current Indian law (the Indian Insurance (Amendment) Act 2002 (i.e. the Insurance Act 1938, as amended by the IRDA Act 1999)) has disinvestment provisions that currently bite mainly on Indian promoters holding 74% of joint-ventures with foreign participation or up to 100% of Indian insurance companies.  These provisions (Section 6AA) say that where an Indian insurance company includes promoters holding more than 26% of the equity, the promoters must divest the excess over 26% after the company completes 10 years of operation or "within such period as may be prescribed by the Central Government".  In the case of an FDI joint-venture this would result in promoters holding 52 % (26 % by the Indian and 26 % by the foreign promoter), with the balance of 48 % being widely held (presumably following a public flotation).  Section 6AA would therefore sit oddly with allowing foreign participation to increase to 49%.  It would imply that if foreign investors raise their holdings beyond 26% (no doubt paying an acquisition premium), they will have to reduce them again to 26% a few years later (risking a loss in a forced divestment sale).  All this could create market uncertainty for the Indian private insurance sector, quite apart from threatening the basis on which insurers could meet additional capitalisation requirements for solvency margin purposes.

As the market becomes more liberalised, restrictions on reinsurance represent an increasing constraint.  There is a requirement for 20% mandatory cessions (across all non-life classes of business, and without regard to any underwriting requirement for cessions) to the General Insurance Corporation (GIC, the public sector general insurer which acts as national reinsurer).  The GIC thus benefits as of right from an automatic share of 20% of all business written by all insurers in India.  In addition, the GIC has the right (but no obligation) to accept any risks that require reinsurance over and above the 20% mandatory cessions, and so can operate its own economic needs test to determine whether, and to what extent, such risks can be ceded to foreign reinsurers. This unfair advantage works to the detriment of foreign reinsurers, and has allowed the GIC to remain, in effect, a monopoly reinsurance provider for most purposes, substantially preventing cessions abroad.  Taken as a whole, this system of preferential cessions to the GIC has several related effects.  Most importantly, it inhibits competition in reinsurance, by preventing direct insurers in India from seeking better rates and terms available from foreign reinsurers competing in the global reinsurance market (which in turn would make for downward pressure on reinsurance costs, not least by allowing scope for increased commission payments to ceding insurers).  In the same way, it also prevents Indian insurance joint ventures with foreign partners from benefiting from economies of scale potentially available through efficient use of the foreign partner’s global reinsurance links. Finally, it distorts underwriting practice by preventing direct insurers from retaining profitable classes of business in their own books, which would eliminate unnecessary reinsurance costs and increase their profits. 

Certain other marketplace practices currently inhibit competition and favour public sector insurers.  Some Government Banks are unwilling to accept insurance covers written by private insurance companies (e.g.: Marine), so deflecting their clients from placing risks with private insurers.  Some public sector entities insist on cover by public sector insurers.  Such practices make it difficult for private insurers to target certain segments of the market.   Without them, the revenues available to private insurers would increase.  

Significant fields in which India has not yet made any commitments include (but are not confined to):

· cross-border insurance and intermediation. 

INDONESIA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance: 

I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
· Restrictions on cross-border trade in MAT insurance and reinsurance.

· Economics needs test for consumption abroad (allowed only where Indonesian firms cannot or will not handle the business, or where the clients are not Indonesian).

· Restrictions on authorized investment options, including overseas.  

· Restrictions on marine cargo insurance on exports and imports.

· Mandatory reinsurance cessions of 2.5% of insured amount or US$50,000 to Re Indo.  Lines of insurance with imposed mandatory cessions are fire, property all risks, commercial all risks, industrial all risks.

· Also requires cession of more than 10% to one domestic reinsurer and one domestic direct insurer when treaty reinsurance is ceded to foreign reinsurers except for excess of loss cover for natural catastrophe and cases where the business would be declined by a domestic insurer or reinsurer.  

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· No freedom to establish in desired form, whether as a wholly-owned subsidiary, joint venture or branch.  Establishment of branch offices is not permitted to foreign insurers.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

· No freedom to choose investment partners (life requirement: that partner must be in same line of business).

· Restricted commitments on insurance intermediation.

· Restrictions on foreign equity participation in the case of non-publicly listed companies.  

· Limits foreign equity participation in local insurance companies to 80% or less. However, following the amendment of the Insurance Law in July 1999, investment exceeding 80% was allowed to foreign investors who had already taken an 80% share in the company.

· Aggregate foreign shareholding in a joint venture insurance or reinsurance company may exceed 80%, so long as there is no change in the amount of investment held by the Indonesian partner.  

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.

E.  National Treatment:

· 80% limit on foreign ownership (which under current legislation reduces to 49% by 2013).
· Higher paid-up capital requirement for foreign companies.

· Discrimination against joint ventures in enforcement of regulation, e.g. tax audits.

· Discriminatory screening of foreign investors for national interest policy reasons with approval of foreign investment based on economic needs test.

· Informal limits on access by foreign insurers to business covering risks for Government controlled entities and utilities.

II.
 Best Practices in Insurance

A.  Transparency:

· Regulations normally enter into operation prior to public comment.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.

C.  Insurance Monopolies:

· Social security business restricted to state insurers.

D.  Independent Regulatory Authority: 

· No specific barriers identified at this time.

Market Background Information:
Despite Indonesia’s economic volatility of the past several years, and the ensuing political uncertainties, the insurance market has continued to grow, both in premium and in the numbers of insurers.  The Insurance Council of Indonesia (DAI) reported that premium income grew by nearly 33% in 1998, and expanded at an even faster rate during the first half of 1999, growing at 60% of the 1998 premium income during those six months.  Six new life insurance companies entered the market in 1998, for a total of 59 companies in the market, with 23 being joint ventures.  Shortages of capital and human resources, however, have combined to limit further expansion.  Few insurers are currently reviewed by rating agencies.  Indonesia offers a promising market for the future, with the world’s fourth largest population.  Only about 10% of the population holds any insurance.

However, Indonesia’s commitments still remain limited and, to some extent, contradict the liberalisation trend.  Market access and national treatment limitations will only be eliminated by 2020 – an excessively long timetable.  Domestic law and practice allow 80% foreign ownership for insurance companies.  The decree of 1994 allows foreign ownership of up to 100%, but this decree has not been implemented.  Access is very limited in insurance, but fairly generous in banking and securities.  Indonesia should be pressed to extend its commitments in the insurance sector to allow branching, 100% foreign ownership and to remove existing discrimination against foreign insurance companies and insurance intermediation (brokerage and agency) companies.

There is a potential horizontal barrier to insurance distribution, given the forthcoming Government regulation limiting access and connection to Internet.

Significant fields in which Indonesia has not yet made any commitments include (but are not confined to):

· cross-border supply of insurance intermediation services related to MAT.

ISRAEL

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Restrictions on cross border supply and consumption abroad in life and non-life sectors.  

· Requirement for letters of credit for certain insurance purposes.

· Limited commitments on services auxiliary to insurance.

Market Background Information:
The Israeli market is generally open.  The market is highly regulated, but foreign competition is welcomed.  Consolidation in the market has reduced the number of foreign companies from thirty to three.

The Israeli Schedule notes that Israel intends to enact regulations requiring registration of Certified Foreign Reinsurers in an Israeli Reinsurance Register.  There is a need to verify that reinsurance registrar was created for Certified Foreign Reinsurers.

Israel imposes certain currency controls affecting the convertibility of the currency and the ability to conduct some cross-border and consumption abroad transactions.
KENYA
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· 30% local ownership requirement.

· Mandatory reinsurance cessions (18% Kenya Re, 5% Africa Re, 10% Zep Re)

Market Background Information:

There appears to be no consultative process in relation to new regulations, which are frequently brought into immediate effect.

KOREA (SOUTH)

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· No freedom of form for reinsurance.  Must be on a risk premium basis only.

· Prohibition Restrictions on cross-border MAT insurance.  

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· Branches not permitted for reinsurance. 

· Restrictions on providing cover in compulsory lines (commercial and group).  
· Private sector participation in the pension system is underdeveloped, and is not permitted in public sector. 

· Restrictions on hiring Korean insurance professionals.

· Restrictions on commercial presence for insurance intermediaries.

· Restrictions on establishment on life/non-life insurance joint ventures with Korean partners.

· Non-life insurance foreign entry limited to representative offices and branches.
· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

D.  Market Access – Temporary Entry of Natural Persons:
· Restrictions on recruitment and employment of professionals.  

E.  National Treatment:

· Allows foreign insurers to compete with indigenous insurance service supplies for providing insurance for state-owned or state-affiliated enterprises.  However, although there are no formal restrictions, reality of practice limits foreign participation.

· Restrictions on partnering with Korean companies and on hiring Korean insurance professionals.

· Restrictions on services that foreign brokers can offer. 

· Restrictions on trade with non-OECD members, arising from the fact that certain OECD accession commitments have not been multilateralized on an MFN basis.  

II.
Best Practices in Insurance

A.  Transparency:

· New and existing regulations and revisions to existing regulations are not made publicly available at all times.  The notification periods are insufficient.  

· New and existing regulations are not submitted for public comment with a reasonable amount of time for comment prior to their enactment.  Opportunity to comment is infrequent. 
· Market participants are not afforded an adequate time period to become familiar with and be prepared to implement new and revised regulations before they become effective.  The implementation periods are often too short.  
· No procedures in place to ensure that consumers can assess the creditworthiness of insurance companies and for insurers to provide information on their creditworthiness to the public.  No rating system, and regulator does not publish internal assessments.  

· Application of process by which transparent, publicly available, non-discriminatory rules and procedures that govern the identification and handling of financially troubled institutions (including disclosure) is inconsistent.

B.  Solvency and Prudential Focus:

· Need to strictly enforce solvency requirements on all insurers.  

· Requirements for new products, forms, rates and services to be filed or approved varies widely in practice although the process is uniform.  

· Where filing and approval of an insurance product is required, the policy reasons for such requirements are not made publicly available by the regulatory authority, and no explanation is given of how the requirements are the least burdensome means of satisfying the policy reasons for filing and approval.  New insurance product-approval by the FSS is highly dependant on internal personal judgement, contrary to the Korean authorities’ statement that product development is totally liberalised in Korea.  In the case of an innovative product, it is extremely difficult to get the FSS's approval even if it is popular in the other countries.  The gap between regulatory theory and practice can be quite wide.  
· No deemer provision that allows new products to be deemed approved after a set period if the insurance supervisor has not taken action to disapprove it.  

· No internationally recognized accounting and auditing standards in use by the regulatory authority.

· No internationally recognized actuarial standards in use for pricing.  They are in use for reserving and solvency.

· Need to improve the operation of the supervisory authority by developing better criteria for entry to and exit from the market, for substitutability of products, and for mutual agreements among companies.  

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:

Although Korea’s regime for insurance services is formally being liberalised, the remaining web of intrusive regulation, restrictions and restrictive administrative practices mean that Korea continues to be a very closed market.  Application of competition legislation in the insurance sector is weak.  There are very few cross-border commitments, beyond MAT insurance and reinsurance.

A number of classes of insurance business (such as motor) are still subject to tariffs.  These tariffs are based on market averages and thus discriminate against foreign insurers who, with very small market shares, are unable to compete against large local insurers whose scale and ability to write in-house ‘Chaebol’ business free of commission puts them at a competitive advantage.  In addition, Korea’s cumbersome product approval procedure impedes the ability of foreign insurers to introduce innovative policies.  There are exchange control restrictions (relating to cross-border trade and to approval requirements for transaction in foreign currencies or for transactions with non-residents).  There are also high costs for association membership for participation in government pools.   Korea needs to improve the operation of the supervisory authority by developing better criteria for entry to and exit from the market, for substitutability of products, and for mutual agreements among companies.  Solvency requirements on all insurers need to be strictly enforced.

Korea is an OECD member, but Korea’s commitments are not scheduled according to the GATS Understanding on Financial Services.  Nor are all the improvements promised in the context of Korea’s entry into the OECD in 1995 currently bound in the GATS.  Korea has been reforming and deregulating its domestic financial services system as part of entry into OECD, but numerous limitations remain.   For instance, as a result of its 1996 entry into the OECD, Korea removed its economic needs test.  But some restrictions on trade with non-OECD members remain, arising from the fact that certain OECD accession commitments have not been multilaterised on an MFN basis.

In practice, Korea has already gone beyond its WTO commitments in measures forming part of its programme agreed with the IMF: for example, foreign insurance companies can now hold up to 100% of shares in listed Korean firms.  Earlier mandatory cessions to Korean reinsurers have been abolished.

Significant fields in which Korea has not yet made any commitments include (but are not confined to):

· cross-border trade for intermediaries and for MAT insurance providers.

KUWAIT
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Restrictions on all forms of insurance supply.

· Non-admitted insurance is strictly prohibited and there are restrictions on foreign insurance setting up.

Market Background Information:
Kuwait is one of the very few countries to have made no WTO commitments of any kind in the field of insurance.
MALAYSIA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule. Malaysia refused to do so in its commitments in the WTO Financial Services Agreement 1997.

· Foreign capitalized insurers which have already operated their business as branches are required to incorporate on the basis of the Corporate Act 1965 (Article 217(b) Insurance Act 1996).
B.  Market Access – Cross Border Trade:

· Economic needs test for cross border business.

· Cross-border operations in reinsurance permitted only if local capacity is not available. Overseas cessions are allowed up to a limit of 50% of the sum insured (up to 25% with the lead reinsurer and up to 10% for other participating overseas reinsurers) (Bank Negara Guidelines on Scheme for Reinsurance of Large and Specialised Risks 8 December 1993 JPI/GPI-11, Paragraph 11 of appendix to Bank Negara Guidelines on General Reinsurance Arrangements 21 April 2000 JPI/GPI-22).

· Rules on credit for reinsurance require direct insurers who reinsure abroad to set aside additional reserves (MASB Standard 17-20, Bank Negara Malaysia Guidelines JPI/GPI-3(iii) 18).  

· “Voluntary” (in effect mandatory) reinsurance cessions of 5% to the state reinsurance company (MNRB) in auto, accident, health and other non-life sectors, prescribed by administrative guidance, are a serious obstacle for free reinsurance transactions (Bank Negara Malaysia Circular 22 November 2002 JPI 22/2002).  

· MAT and other non-life insurance requires approval and is permitted only if local capacity is not available (S. 140(2) Insurance Act 1996).  

· Business may not be solicited in Malaysia (Ss. 2, 8 and 9 Insurance Act 1996).

C.  Market Access – Commercial Presence: 

· Granting of new insurance and reinsurance licences not bound.  Numerical licence limitation for life and non-life sectors. 

· Ban on establishment of insurance brokers.

· Restrictions on foreign equity holdings to 51% for established operations  (although certain foreign companies have, for the time being, succeeded in retaining 100%).

· Restrictions on foreign equity holdings to 30% for new operations, plus a minimum 30% of    Bumiputra capital in the total Malaysian capital.

· Prohibits branching by companies with foreign participation of 51% or more (Bank Negara Malaysia Circular 17 April 2003 JPI 9/2003, Branching Policy for Insurers).  

· Restrictions on management/service agreements (e.g. preventing reimbursement of genuine expenses incurred by overseas parent companies).

D.  Market Access – Temporary Entry of Natural Persons:

· Strict limits of admission of expatriate personnel.

· Restricts the numbers of foreign managers and specialists and the issue of work permits (work permits require approval by Bank Negara Malaysia).

· With occasional (and therefore non-transparent) exceptions, representatives of foreign-capitalized insurance joint ventures are restricted to local nationality. The status of foreign staff is limited to “Director” or “Technical Advisor” (Ss 8(1)(b)(ii) and 51(b), Insurance Companies Ordinance, Paragraph 11(a) Insurance Authority’s authorisation Guidelines).

· Requirement for 30% of staff to be indigenous Malays (Bumiputra policy).

E.  National Treatment:

· Prohibits branching by companies with participation of 50% or more.

· Malaysian Insurance Act (1996) imposes restrictions on insuring property/liability risks with non Malaysian insurers. 

· Imposes discriminatory tax systems against foreign companies: Discriminatory 1.5% additional tax (2.5% in total) on cession abroad while only 1% tax on cession to domestic reinsurers (Ss 40(5)(b)(ii) and 60(7), Income Tax Act 1967).

· Discriminatory tax incentive to local companies by which 200% of marine insurance premiums on imports and exports is permitted to be deducted (Income Tax Rules 1982 and 1995).
· Informal limits on access by foreign insurers to business covering risks for Government controlled entities and utilities.
· Restrictions on foreign insurers ability to invest in real estate.

· Restrictions on foreign insurers ability to sell bancassurance through foreign banks.

II.
Best Practices in Insurance

A.  Transparency:

· Various restrictions imposed by the authority not based on official documents.
B.  Solvency and Prudential Focus:

· Scope of portfolio investment abroad is relatively limited as subject to a maximum limit corresponding to 5% of “solvency margin and liabilities”.

C.  Insurance Monopolies:

· No specific barriers identified at this time, other than mandatory cessions.

D.  Independent Regulatory Authority: 

· No specific barriers identified at this time.

Market Background Information:
Malaysia’s commitments in the 1997 WTO Agreement only permit foreign entry under strict control.  Although Malaysia has "grandfathered" the rights of foreign firms in banking, it has not done so in insurance.  The law of 1996 required all foreign insurance firms to divest down to a minority holding of no more than 49%, but in the 1997 WTO negotiations Malaysia conceded that foreign insurance firms could have 51% holdings.  It would appear that a maximum of 49% foreign ownership is still the government’s goal. The forced divestment above 51% caused the United States to take an MFN exemption threatening reciprocal action against countries pursuing forced divestment policies.  Since then, Malaysia has extended for five years the deadline within which firms must reduce holdings to the 51% ceiling.  However, only those insurance firms without foreign majority holdings are permitted to branch.  The foreign equity restrictions for new entrants are even less favourable than for existing firms.  Such restrictions inhibits from entering new and innovative strategic marketing partnerships, e.g. bancassurance.

Those shares of a part foreign-owned company that are in Malaysian hands are subject to a further restriction that stipulates that a minimum of 30% of such shares must be owned by “Bumiputra” (Malays), (although the government has also been prepared to exercise flexibility, in certain circumstances, and there are signs of a relaxed approach to enforcing maximum ownership rules in this and other areas).  Given the economic situation in Malaysia, it is extremely difficult to find and retain Malaysian shareholders.  Many Malaysian shareholders in joint venture insurance operations have sought to pull out, but there are no buyers.

In the wake of the Asian financial crisis, the government seeks to streamline the insurance industry in Malaysia and has instituted policies to encourage consolidation on the insurance sector.  A new minimum paid-up capital requirement of RM 100 million was scheduled to take effect as of June 2001, although some local companies have had difficulties meeting the new threshold, which only about half a dozen companies in the market at present can meet.  The government aims for 10 to 15 financially viable insurers in the market by 2003.  

A new government Master Plan for the sector was scheduled for release in February 2001.  Apart from streamlining the number of companies in the market, other goals include introducing better products that will induce greater savings, and to enhance corporate governance through measures such as the creation of internal auditing systems.  Greater use of information technology in sectors such as mandatory motor insurance will increase efficiency and boost market share.  But at the same time there currently remains restrictions on supply of new business products and services (Takaful, Unit Trust, Annuities, Credit Card) and distribution methods (internet).  The Master Plan for 2001-2005 recommends phased liberalization of the insurance industry, including the lifting of existing restrictions on employment of expatriate specialists, increasing caps on foreign equity, and fully opening the reinsurance sector to foreign competition. Liberalisation included in the Master Plan should be the subject of GATS commitments.

Significant fields in which Malaysia has not yet made any commitments include (but are not confined to):

· cross-border intermediation related to MAT;

· insurance brokerage (Mode 3);  

· life insurance (Mode 3);

· pension fund management (Mode 3);

provision/transfer of financial information (Mode 3).

MEXICO

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
·    Economic needs test for cross border sales of insurance. Mexican residents are forbidden to purchase personal insurance or any kind of insurance from foreign companies for risks within Mexico.  It is forbidden for a person to act on behalf of a foreign company in Mexico for risks that could occur in the country. The economic needs test requires an insured to prove to the Mexican authorities that no Mexican insurer is willing or able to take the risk, and even then the specific approval of the Ministry of Finance is required. 

·    Requires different percentages for domestic and foreign reinsurers with respect to mandatory cessions.

· Restrictions on cross-border trade in reinsurance (registration requirements).  All amounts exceeding permitted retention limits must be reinsured with authorised Mexican institutions or registered foreign reinsurers.
·    Imposes discriminatory withholding taxes on premium to reinsurers abroad, in certain circumstances.  The premiums for overseas reinsurance cessions are tax free as long as the reinsurer is located in a country having a double-taxation agreement with.  For cessions to countries where no agreement exists, tax equivalent to 2% of the ceded premium will normally be charged; but cessions to a tax haven can attract a tax charge as high as 40% (Mexican Income Tax Law operative January 1999).

C.  Market Access – Commercial Presence: 

·   Commercial presence by branch not permitted.

·    Limited commitments on insurance intermediation and services auxiliary to insurance.

·    Aggregate restrictions on non-NAFTA/non-EU foreign shareholdings in Mexican firms (usually 40% in aggregate).  Foreign investment in Mexican insurance companies is subject to the regulations of the Ministry of Finance and Inland Revenue regarding the organisation and operation of foreign subsidiaries in Mexico.

·    Imposes 49% ceiling on non-NAFTA/non-EU foreign equity participation in local reinsurers.

·    Imposes 49% ceiling on non-NAFTA/non-EU foreign equity participation in local insurers.

·    No freedom of choice of joint venture partner.

·    Restrictions regarding the ability to provide services using home company name in the host country market are in place.  Products have to be registered under the name of the local subsidiary.

·    Exclusive service supplier arrangements or monopolies for insurance and reinsurance prevent full and open competition, however this is changing.  For a time, Aseguradora Hidalgo had a monopoly on government insurance.  This has been fought by all Mexican insurers and it is likely to disappear, both because legal provisions have been changed, and because Asegurardora Hidalgo is to be sold to private investors.  

·    There are capital/holding restrictions for foreign insurers and brokers.

·    Mandatory deposit by foreign undertakings proportional to the percentage of premiums received.
D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.
E.  National Treatment:

· Prohibition on foreign insurers competing with domestic insurance service suppliers for providing insurance for state-owned or state-affiliated enterprises.

· Only local companies can use banks for distribution.

· Restrictions on foreign activity in the pensions sector (does not apply to NAFTA countries).  Operations involving annuities in accordance with Social Security laws and health insurance can only be carried out by specifically authorised companies.

· Mandatory deposit by foreign undertakings proportional to the percentage of premiums received.

· Imposes discriminatory 2% of withholding tax on the premium to reinsurers abroad under the Mexican Income Tax Law enforced in January 1999. (However, the countries which have concluded a tax treaty with Mexico are excluded.)

· Discriminatory domestic regulations against foreign companies: when insurance companies hold working assets in foreign currencies, 8% is added to the gross solvency margin requirement.

· Foreign insurers not permitted to insure residential risks.

II.
Best Practices in Insurance

A.  Transparency:
· New and existing regulations are not submitted for public comment with a reasonable amount of time for comment prior to their enactment.  Laws are proposed to and enacted by Congress.  In a few cases there have been requests for comments, but as an exception, not a rule.  It is more common to send proposed legal provisions to the Mexican Bar and associations of companies in the industry (for insurance, the Association of Insurance Companies (AMIS).)  These comments generally do not carry much weight though.  

· Market participants are usually afforded an adequate time period to become familiar with and be prepared to implement new and revised regulations before they become effective.  However, there are occasions where leading time is considered insufficient.  
· Insurance providers who provide comment and recommendations on proposed or revised regulations do not receive a written reply from the supervisory authority in response to those comments.  
· No procedures in place to ensure that consumers can assess the creditworthiness of insurance companies and for insurers to provide information on their creditworthiness to the public.  However a few insurance companies are rated by companies such as Duff & Phelps, AM Best, etc., and they use it as publicity.

B.  Solvency and Prudential Focus: 

· The policies by which the insurance authorities approve new products, forms, rates and services are supposed to ensure compliance with the laws, but in practice they insurance authorities have full discretionary powers to approve or reject a policy text.  

· Restrictions on the payment of dividends by foreign insurance providers.  There are tax regulations that discourage the payment of dividends to foreigners.  
· No internationally recognized accounting and auditing standards in use by the regulatory authority.  There are accounting principles used, but they are not recognized internationally.
· Complex capital and investment requirements.  Rules on minimum capital are index-linked, increasing with inflation as expressed in Investment Units (UDIs) (Value in October 2004 = $3.458391 MXP).  Current requirements are: Life 6,816,974; Annuities 28,000.000; Accident & Health 1,704,243;      Property 8,521,217.  Investment of technical reserves can only be in financial instruments that are authorised by the National Banking and Investment Committee and issued by Mexican companies.  Restrictions on mutual funds and pension funds holding non-Mexican securities.

· Insurance companies cannot obtain loans or credit except by issuing bonds convertible into stock.

C.  Insurance Monopolies:

· Designated insurance monopoly in the country (Aseguradora Hidalgo) is allowed to offer insurance products outside monopoly designation.  

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Although Mexico is an OECD member, Mexico’s commitments are not scheduled according to the Understanding.  There are few commitments in cross-border trade (with the exception of reinsurance) and only minority foreign equity holdings are offered, with Mexican control in all cases (plus additional requirements such as the rule that a Board of Directors will consist of at least 25% of “independent board members in all cases).  The measures Mexico has bound in the WTO are, in fact, less favourable than actual practice.  Mexican trade policy officials have indicated that these restricted commitments were made as part of a future bargaining strategy and that Mexico recognises the need for liberalise fully in the insurance sector. Mexico’s insurance sector remains underdeveloped, with about $9 billion in premium volume at the end of 2000.

American and Canadian firms, as well as foreign firms already established in the United States and Canada, have enjoyed the benefit of the easier access allowed under NAFTA rules, which permit majority holdings of up to 100% for subsidiaries, while still denying access for branches.  The EU/Mexico Trade Agreement (operational from March 2001) contains provisions effectively extending NAFTA treatment to all EU Member States and European insurers would wish to see this enhanced access reflected in Mexico’s WTO commitments.

The market shows promise for future growth reaping the benefits of over ten years of past liberalization.  Less than 10% of the population owns life insurance, fewer than 5% of Mexican homes are insured, and it is estimated that 75% of vehicles on the road in Mexico are uninsured.  Foreign investment in the insurance sector has increased, which should lead to increased competition, and in turn, greater consolidation of the market as more marginal insurers are gradually acquired or seek merger opportunities.  Life, annuities, and accident and health products generated 51% of premium income in 2000 (compared to about 30% in 1996), with property and casualty products comprising the remainder.  Personal lines are expected to continue to provide considerable growth in the market, with annuities an especially important component.  With options for raising capital limited for the insurance sector, reinsurance plays an important role in the market.  Earthquake insurance carried a fixed national tariff; other types of insurance may set their own tariffs, subject to approval.

Significant fields in which Mexico has not yet made any commitments include (but are not confined to):

·    reinsurance consumption abroad;

· cross border and consumption abroad of services auxiliary to insurance, including broking and agency services.
MOROCCO

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:

I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
· Restrictions on cross-border supply of insurance. Mandatory cession requirement on reinsurance.  

· Economic needs test.

C.  Market Access – Commercial Presence: 

· 100% foreign equity ownership not permitted (proposed legislation would restrict foreign equity to 49 or 50%).

· Restrictions on form of establishment.

· Economic needs test.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.

E.  National Treatment:

· No specific barriers identified at this time.

II. 
Best Practices in Insurance

A.  Transparency:

· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.

Market Background Information:
Morocco is pursuing its insurance law reforms. The new code covers five major areas:  the insurance contract; compulsory insurance; insurance and reinsurance companies; provisions for the operation of insurance firms; and various other provisions. The legislation is still pending, but, if enacted, it will need to be reflected in updated provisions in Morocco’s schedule of specific commitments.

In part, the reforms aim at encouraging more investment by insurance companies.  At present, there are investment restrictions under which at least 40% of a company's investment portfolio must be in government bonds. No more than 40% of a company’s investments may be placed in the stock market. The reforms would: 

· Reduce the required investment share for government bonds from 40% to 30%

· Permit insurance companies to operate nationally in the primary and secondary lending markets

· Broaden the scope of assets that are intended to cover companies’ liabilities

· Institute a ratio of a required minimum level of funds in relation to liabilities 

The general expansion of the capital markets, and the opening of the Casablanca Stock Exchange, will also expand the investment instruments available for insurers.  

Insurance products are distributed either directly by companies through local offices, or by intermediaries which sell contracts and collect premiums on behalf of insurance companies. Intermediaries in some cases may also be responsible for processing claims.

Significant fields in which Morocco has not yet made any commitments include (but are not confined to):

· insurance intermediation and services auxiliary  to insurance (Modes 1,2,3,4).

MYANMAR
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Myanmar’s insurance market is closed to any foreign participation.

· Monopoly of insurance business by Myanmar Insurance.

Market Background Information:

Myanmar is a WTO member, but gave no commitments in the WTO Financial Services Agreement 1997.  The insurance market remains closed, although the Insurance Business Law, which may privatise the insurance market, has been enacted.
NEW ZEALAND
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Market Background Information:

It would be desirable for New Zealand to adopt accounting standards based on international best practices.  There are limitations on foreign ownership of land, which may have a bearing on plans for establishment under GATS Mode 3 in certain circumstances.

OMAN

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Restrictive localization of workforce requirements.

· Cross-border MAT not permitted.

PAKISTAN

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· MFN exemption (article II:  all financial services).

· Commitments on cross-border business limited to reinsurance.

· Prohibition on market access for intermediation and auxiliary services.

· Mandatory and “voluntary” reinsurance cession requirements.

C.  Market Access – Commercial Presence: 

· Restriction on commercial presence as a wholly-owned subsidiary, joint venture or a branch.

· Restriction on choice of joint venture partner.

· Foreign equity holdings in life assurance limited to 25% in existing companies and 51% in new companies.

· Restrictions on sale and transfer of parts of branches of foreign insurers.

· MFN exemption (article II:  all financial services).

· Prohibition on market access for intermediation and auxiliary services.

· Mandatory and “voluntary” reinsurance cession requirements.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.

· MFN exemption (article II:  all financial services).

· Prohibition on market access for intermediation and auxiliary services.

E.  National Treatment:
· Discrimination against foreign companies with respect to income tax (43% compared to only 33% for domestic companies).  

· Discriminatory operation of withholding tax (levied only on foreign companies and not local insurance companies).

· Discrimination against foreign-owned insurers through significant delays in remittance of surplus funds (a cause of concern, given exchange rate fluctuations). 

· Foreign firms not allowed to do life insurance business without specific permission of Central Bank.
II.
Best Practices in Insurance

A.  Transparency:
· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Pakistan’s insurance market remains subject to various restrictions.  Although all existing foreign holdings in insurance companies are “grandfathered”, and there are some limited opportunities for new access, Pakistan has, nevertheless, imposed a general MFN exemption.  This, together with the limited coverage of Pakistan’s commitments, would enable Pakistan to reintroduce discriminatory treatment against foreign firms.  Cross-border commitments are also very limited.

The Insurance Ordinance 2000, promulgated in August 2000, aimed to establish better regulatory practices for the industry, ensure better protection for policyholders, and promote sound development of the insurance industry.  Principal features include:  

(a) a phased in increase the paid up capital of life insurance companies to Rs 150 million, and Rs 80 million for non-life companies by December 31, 2004 (to Rs 100 million for life companies, and to Rs 50 million for non-life companies by December 31, 2002); companies not meeting the criteria will be given a grace period of three years to seek to do so, after which time companies might be forced to merge or be acquired; 

(b) an increase in the solvency margin to a minimum of Rs 5 million above the liabilities or assets of an individual non-life company; 

(c) a requirement for every life insurance company to keep a statutory deposit at the State Bank of Pakistan of at least Rs 10 million; 

(d) the creation of several avenues to enable insureds to obtain redress for their complaints through the establishment of a Tribunal, the creation of a Commission, an office of the Insurance Ombudsman, and a Small Disputes Resolution Committee.  The Tribunal has civil jurisdiction in the case of a claim filed by a policyholder against an insurance company.  The Tribunal will also have criminal powers and will be able to prosecute offenders punishable under the Ordinance; 

(e) clear criteria for the recruitment of insurance agents, brokers, and surveyors, to promote professionalism and better protect consumers; 

(f) transformation of the Pakistan Insurance Corporation (PIC) and National Insurance Corporation (NIC) into the Pakistan Reinsurance Company and the National Insurance Company, respectively (at least in name, although there was doubt whether either of the companies will actually change operating practices).  Each functions as a monopoly in its field.  PIC functions as the sole reinsurance company, to which all others must cede 20% compulsory cession, plus 35% voluntary cession.  It can also levy fines up to Rs 10,000, and an additional Rs 1000 per day penalty on insurance companies for non-compliance reasons.  NIC insures all government assets and properties.

To the extent that the Insurance Ordinance 2000 includes liberalization measures, these should be the subject of GATS commitments, without prejudice to the overall objective of securing Model Schedule commitments.

Pakistan is a participant, along with Afghanistan, Iran, Turkey and six other Central Asian nations, in the Economic Cooperation Organization Reinsurance Pool (ECO), previously based in Turkey, but as of 1996, headquartered in Karachi.

Significant fields in which Pakistan has not yet made any commitments include (but are not confined to):

· consumption abroad of reinsurance.

PAPUA NEW GUINEA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Higher tax rate as a branch operation.

· Monopoly on Compulsory third party liability

· Local reinsurance monopoly has right of first refusal on all placements

· Restrictions on employment of foreign managers.

Market Background Information:

There appears not to be an adequate consultation process in relation to new regulations.

PARAGUAY

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Fiscal privileges of BSE (Banco de Seguros del Estado). 

PERU

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· Some remaining restrictions in the life and non-life sectors.  

· Restrictions on foreign insurance companies’ participation in the management of the private pension fund system.  

· Restrictions on transfers between entities inside and outside Peru.

· High taxes on reinsurance placed outside Peru.

Market Background Information:
Peru made a fairly broad-based offer in the Uruguay Round on financial services.  Its basic insurance law appears to be straightforward in its approach.  The Supervisory Authority appears to favour transparency and has published laws and regulations on its website.

Significant fields in which Peru has not yet made any commitments include (but are not confined to):

· cross-border supply or consumption abroad for insurance intermediation services and services auxiliary to insurance.

PHILIPPINES

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.  Secure ratification of the Fifth Protocol (not ratified as at 1 September 2005).

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Cross-border operations in relation to direct insurance not permitted, though fronting arrangements can be organised.

· Imposes mandatory cessions for reinsurance.  10 % of total reinsurance cessions to foreign unauthorized reinsurers must be ceded to the National Reinsurance Corporation of the Philippines (NRCP).  

· Facultative reinsurance abroad is only allowed if reinsurance has been offered to and declined by 5 domestic insurers, 3 foreign-owned domestic insurers, and 3 domestic reinsurers.  For MAT reinsurance, the numbers are 2,1,3 respectively (Circular Letter  No. 19-96).  
· Reinsurance abroad is not permitted for motor insurance (Insurance Memorandum Circular No. 2-93, 22 December 1992).
· Imposes discriminatory requirements on foreign reinsurers relating to collateralisation and localization of assets.
· Restrictions on freedom of reinsurance contract forms.

· Cross-border trade in MAT insurance subject to licensing requirements and permitted only for licensed companies (Article 309, Insurance Code).

· Restricted commitments on services auxiliary to insurance.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· Restrictions on providing cover in compulsory lines.
· 40% foreign equity limit in reinsurance companies and auxiliary services.  

· No commitment on insurance branching (which is however permitted in domestic legislation).

· Compulsory security deposits for branches of existing companies.

· Widely drawn economic needs test (Article 187, Insurance Code, Department Order No. 100-94, 22 October 1994).

· Philippine bindings go no further than according foreign investors a 51% share in an existing or newly incorporated life or non-life domestic insurance company, even though domestic legislation permits 100% foreign equity holdings (RA 8179). 

· Compulsory security deposits for branches of existing companies.
· Only affiliated entities permitted to sell bancassurance.
D.  Market Access – Temporary Entry of Natural Persons:

· Restrictions on the ability to select personnel.
· Limits non-citizens to one third membership of domestic company’s Board and requires at least half of the Board members to be resident in Philippines (both restrictions appear in the Philippines latest draft schedule of specific commitments, but have no basis in current Philippines domestic law).  
· Imposed additional tax (1,650 pesos) on foreign workers with working visas and re-entry permits on their temporary departure from the country.
E.  National Treatment:
· Restrictive conditions and limitations exist on monetary transfers by insurance intermediaries.

· Restrictions on participation by foreign insurance firms in publicly-funded projects.  

· Discriminatory requirements for minimum capitalization, rising with the percentage of foreign equity participation in an insurance company (Circular Letter No. 7-2004).
· Restrictions on repatriation of profits.
· Restrictions on certain nationalised areas of investment.
II.
Best Practices in Insurance

A.  Transparency:
· Restrictions on the availability of financial services information from domestic and foreign sources to registered insurance suppliers.  
· No procedures are in place to provide notification to the World Trade Organization before measures are adopted on taxation that affect all insurance products.

· Lack of transparency on tax laws.

B.  Solvency and Prudential Focus:

· Regulatory authority does not use all internationally recognized accounting and auditing standards, although some are in use.
· Insurance companies' permitted investments are limited.  Most funds in insurance companies are allowed to be invested only in government bonds for Peso- and Dollar-denominated policies. These restrictions should be eased, so as to allow more investments in foreign instruments such as government and corporate bonds.

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Although the Philippines’ current bound commitments are less than local legislation allows, their offer in 1997 was a good one, particularly in the context of the Asian crisis.  After nearly 40 years as a closed market, the Philippines started to take the first steps towards liberalisation in 1994.  Their existing commitments allow foreign firms to hold majority shares of an existing or newly-incorporated insurance company in both life and non-life.

The Philippines’ commitments are binding well below domestic legislation.  Local legislation allows 100% foreign equity holding in insurance companies and insurance branching.  Capitalisation (or security deposited with the Philippines Insurance Commission in the case of a branch) of existing local and foreign companies was increased from Ps 10m to Ps 50m in June 1994.  In the same year, new foreign insurance companies were allowed to set up companies or branches in the Philippines.  However, the capitalisation requirement depends on the percentage of foreign ownership as follows:

(1) Ps 250m where foreign equity is 60% or more.

(2) Ps 150m where foreign equity is more than 40% but less than 60%.

(3) Ps   75m where foreign equity is 40% or less.

This is clearly discriminatory.  A foreign company seeking entry as a branch has to deposit with the Philippines Insurance Commission securities satisfactory to it of not less than Ps300m(.  It may therefore be preferable to set up a new local company or a joint venture.

Brokers must be locally incorporated and may not branch to enter the market.  Moreover, brokers should rank among the top 200 foreign insurance or reinsurance brokers worldwide, or among the top 10 in their country of origin.  

Foreign firms dominate the life insurance sector in the Philippines, holding 56% of consolidated life sector assets.  The non-life sector has been less attractive, due to perceptions of negative risk.  Non-life insurance is subject to a heavy tax burden, encouraging foreign and joint venture companies to purchase insurance overseas rather than locally.  Shortages of skilled workers and a proposed income tax of 0.75% have also dampened prospects for the non-life segment.  Rate cutting in the non-life sector to gain business has been a problem in the market.

There are currently proposals for a new tax regime that could create difficulties for insurers.  The Bureau of Internal Revenue (BIR) has canvassed the idea of imposing a tax based on Gross Income instead of the current Gross Profit.  While gross income under such a scheme would be subject to the normal deduction of cost of sales, the insurance industry as a whole would have particular problems with it, since an insurer’s income stream is spread over a period and, as insurers do not defer acquisition costs, cost of sales goods sold will have effectively been allocated to earlier years (i.e.  “income” received in one year may relate to "sales" made some years earlier).  If the new tax regime is instituted as proposed, there is scope for significant doubt over the definition of “cost of sales”, with the prospect of numerous legal battles with the BIR.

Significant fields in which the Philippines has not yet made any commitments include (but are not confined to):

· insurance intermediation (Modes 1,2,3).
PUERTO RICO

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Current barriers:

· Requirement of a proportion of three U.S. nationals for each non-resident member of the Board. 

· Insurance company products subject to authorisation on a case by case basis.

RUSSIAN FEDERATION
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B.  Market Access – Cross Border Trade:

· Restriction on cross-border and consumption abroad of all types of insurance and reinsurance.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

C.  Market Access – Commercial Presence: 

· Restrictions on foreign equity.  Participation in joint ventures to 49%.

· Quota on foreign aggregate equity share in the Russian Federation insurance sector to a 15% maximum in life, non-life and reinsurance.

· State monopoly on compulsory lines.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

D.  Market Access – Temporary Entry of Natural Persons:

· Requirement for insurance company managing directors and finance directors to be Russian citizens.  
E.  National Treatment:
· Discriminatory (higher) capital requirements for foreign insurers.

· Foreign insurers excluded from writing life business in the Russian Federation.

II.
Best Practices in Insurance

A.  Transparency:
· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.
C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
The insurance market in the Russian Federation is effectively closed to majority foreign-owned insurance companies.  Where foreign insurers are present in the market they are discriminated against.  The market was due to be liberalised under the terms of the 1994 EU Partnership and Cooperation Agreement, but the Russian Federation failed to comply with the terms of this Agreement.  Had the Russian Federation complied, it would have been expected to extend the same treatment, on an MFN basis, to other WTO partners, on accession to the WTO.  All existing insurance operations should be grandfathered as acquired rights if Russia accedes to the WTO.  

A new Law on insurance was passed in 1999, shortly after the Russian Federation reneged on its earlier commitment to greater market liberalisation.  This law enshrined protectionist policies for the Russian Federation insurance sector.  

Foreign insurers are effectively unable to take a majority shareholding in Russian Federation companies and therefore unable to secure management control.  This restriction is further exacerbated by a 15% cap on the total level of foreign investment in the Russian Federation insurance sector as a whole.

The Russian Federation’s new insurance law further undermined the stability of foreign insurance business in the Russian Federation, by permitting future discriminatory changes by the insurance regulator covering solvency and the investment of company reserves.

The Russian Federation’s laws recognize insurers as juridical persons in the form of stockholding companies or state unitary enterprises (insurance organizations) that are licensed to conduct business in the Russian Federation.  Life insurers may not offer non-life cover.  Licensing is also required for reinsurance companies, as well as for insurance brokerage.  

The sale of insurance in the Russian Federation on a cross-border basis is not allowed.  A commercial presence in the market is required.  Foreign suppliers of insurance are limited to a 49% equity ownership cap.  Brokerage activity aimed at the conclusion of insurance contracts on behalf of foreign insurers is not allowed, unless otherwise stipulated in the international treaties of the Russian Federation or its federal laws.  

SAUDI ARABIA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:
· There is currently no comprehensive Saudi Arabian Insurance Law, although the Saudi Arabia Monetary Authority (SAMA) has issued two sets of Regulations, covering significant areas of insurance business.

· Requirement in Saudi Government contracts that insurance must be placed with the Saudi state insurer (NCCI).

· Restriction on commercial presence (minority shareholdings only).

· Unclarity as to whether all existing insurance operations will be grandfathered as acquired rights if Saudi Arabia accedes to the WTO.

· Requirement to partner with a Saudi bank for investment-related products.

· Restrictive localization of workforce requirements (Mode 4).
· Ban on provision of non-insurance financial services except by Saudi banks.

Market Background Information:
Saudi Arabia has applied to join the WTO, and the lifting of existing barriers will depend largely on the agreed accession terms.   

At the time being, the basis on which insurance is carried out in Saudi Arabia is not always clear.  Although some insurance business is done from other local centres into Saudi Arabia, Saudi Arabia has for many purposes remained an officially closed market for foreign insurers, for religious reasons.  There is currently limited insurance legislation, falling short of an outright prohibition on foreign companies writing direct or reinsurance business.  The major insurance lines are medical insurance, auto liability insurance, and insurance liability coverage (such as fire, marine cargo and engineering) for oil facilities, major projects, and marine and aviation.
Nearly 100 insurance companies offer insurance services in Saudi Arabia.  Most operate out of Bahrain, and others are based in Lebanon, the United Arab Emirates, and Jordan, or operate from the Cayman Islands or Bermuda.  Of these, about 35 act as agents and two operate as consultant offices.  They operate in the Saudi market as branches of offshore companies, and do business through local companies engaged in trading, contracting, or acting as commission agents, therefore making all insurers in Saudi Arabia “local” companies.  All insurance policies sold in Saudi Arabia must originate in the head office of the company.  

In 1996 SAMA issued regulations to cover life insurance, particularly policies with investment plans.  These required the sale of life and investment policies through banks.  Otherwise, the government did not then become involved in regulating the market directly, and approved only one company, the state-owned National Company for Cooperative Insurance (NCCI), for operation in the local market. The regulations are however thought to have provided in principle for foreign companies to operate in the marketplace. 

More recently, SAMA published further Insurance Regulations, setting out establishment rules and registration procedures.  A number of foreign insurers wish to register and are going through the process of registration.  At a very late stage, and contrary to earlier indications, SAMA published a constricting framework capping potential foreign equity holdings in local insurers at between 30% and 49% (depending on equity permutations).  This means that a foreign insurer cannot have a majority ownership in the local company which represents a fundamental barrier, and may even require abandonment of a proportion of business built up over earlier years.    The requirement to partner with a Saudi bank for investment-related products remains in place, as does the requirement in Saudi Government contracts that insurance must be placed with the NCCI (the latter requirement should fall away if the market liberalises, but this will need to be closely monitored).

SINGAPORE

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.

B. Market Access – Cross Border Trade:

· No commitments for cross border trade (other than reinsurance). 

· Imposes mandatory reinsurance cessions to the Singapore Reinsurance Corporation (2.5% for all lines, except 5% for fire).

· Restrictions on cross-border trade in reinsurance (registration requirements).  Registration requires authorisation by the Monetary Authority of Singapore (MAS), which is subject to      local deposit with the MAS of: 



-S$5m (c. £1.7m), or



-30% of gross premiums in previous year, or



-30% of gross liabilities at end of previous year.

· Restrictions on cross-border trade in MAT, which is open only to US companies (EU companies are excluded), provided they have been approved by MAS, which entails local deposit of the higher of:



-S$5m (c. £1.7m), or



-30% of gross premiums in previous year, or



-30% of gross liabilities at end of previous year.  

· Permits cross border sales for reinsurance, MAT insurance and insurance services (including brokerage) on behalf of both domestic and foreign clients.  However, insurance companies are not allowed to pay commissions to overseas brokers and agents for underwriting local risks.  No commitments on cross-border; consumption abroad is restricted to particular conditions.

· Restrictive conditions on consumption abroad of insurance intermediation services.

C.  Market Access – Commercial Presence: 

· Restrictions regarding form of establishment.

· Singapore bindings specify a 49% limit of foreign ownership, even though this has now been abolished in domestic law.

· Restrictions on new establishment of insurance companies/representative offices but branching permitted provided branches engage in external business only.

· No commitments for brokerage and agency, except for admission of reinsurance brokers or locally incorporated subsidiaries, subject to the following:

Reinsurance Broking:


- Open only to US companies, provided they have been approved by MAS


-May place risks with any authorised reinsurer


-EU brokers excluded

MAT Insurance Broking:


- Open only to US companies, provided they have been approved by MAS


-May place risks externally only with US MAT insurers


-EU brokers excluded  

· Restrictions on distribution of life dividends to shareholders.

D.  Market Access – Temporary Entry of Natural Persons:

· Restrictions on freedom to select personnel.  

E.  National Treatment:
· No specific barriers identified at this time.

II.
Best Practices in Insurance

A.  Transparency:
· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.
C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Although Singapore is a major centre for international financial services, WTO commitments did not significantly open the relatively small domestic market to foreign insurers.  Access for foreign firms conducting non-Singapore business and freedom for Singaporees to purchase insurance business overseas has always been largely unrestricted.  Restrictions remain on licenses for branches for foreign insurers.  There are no commitments on cross-border MAT.  However, the 49% restriction on foreign shareholdings in local direct insurers has been lifted, as a means to encourage local insurers to merge and form strategic alliances with reputable foreign providers, and the Government has stated its intention to liberalise the market further. 

Singapore developed a strategy for becoming a leading insurance hub in the Asia Pacific region by 2003.  The strategy included upgrading skilled human resources in the sector, attracting investment by companies offering total and integrated risk management solutions and a wider range of specialized products and the intended opening of the retirement sector.  Partially successful, the strategy continues.

The Monetary Authority of Singapore (MAS) announced in March 2000 a policy of liberalization in the insurance sector.  Direct insurers were provided access to the domestic market with immediate effect.  Singapore announced that there would be no limit on the number of new entrants; however, they would phase in their admission gradually, in order to avoid disruption in the market.   Since then, the 49% restriction on foreign shareholdings has been lifted and the Government has stated its intention to further liberalise the market. The market is already open to captive insurers.  The Insurance (Approved Marine, Aviation and Transit Insurers)  Regulations 2003 ("Regulations") apply to overseas insurers that intend to provide direct marine, aviation and transit ("MAT") insurance on a cross-border basis to persons in Singapore.  One of the requirements for approval under the Regulations is that the overseas insurers must be licensed under the laws of designated countries specified in the First Schedule.

The new Regulations do not prohibit overseas insurers, whether they are from countries specified in the First Schedule or not, from providing direct MAT insurance to persons in Singapore, if they are not doing so on a cross-border basis.  Overseas insurers would not be considered as providing MAT insurance on a cross-border basis, if they are providing the insurance pursuant to an arrangement which was initiated by a registered insurance broker, an insured or intending insured in Singapore.  Conversely, overseas insurers are providing MAT insurance on a cross-border basis to Singapore, if they do so, without establishing any commercial or physical presence in Singapore and solicit such business from persons in Singapore.

In addition, registered insurance brokers, insureds or intending insureds in Singapore can continue to source MAT insurance coverage from outside Singapore.  Registered brokers, insureds and intending insureds in Singapore have been and will continue to be free to seek MAT insurance coverage from and contract with overseas insurers, including those that are not approved under the Regulations.

To manage the increased competition in the market, MAS will introduce higher standards of corporate governance and market conduct.  The Committee on Efficient Distribution of Life Insurance will discuss details of expense disclosure by companies and consider alternative means of distributing insurance beyond that of agency distribution.  

Significant fields in which Singapore has not yet made any commitments include (but are not confined to):

· insurance intermediation and broking (Mode 1,2).  

SOUTH AFRICA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· Cross-border transactions in MAT or reinsurance not permitted. 

· Commitments on intermediation and services auxiliary to insurance limited to consumption abroad.

C.  Market Access – Commercial Presence: 

· No freedom to establish in desired form, whether as a wholly-owned subsidiary, joint venture or branch.  

· Authorization required for acquisition of more than 25% of shares in locally incorporated insurance companies.

· Branching not permitted.

D.  Market Access – Temporary Entry of Natural Persons:

· Discriminatory residency requirements for Board members and for life insurance actuaries.

E.  National Treatment:

· No specific barriers specified at this time.

II.
Best Practices in Insurance

A.  Transparency:

· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.

C.  Insurance Monopolies:

· No specific barriers identified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
South Africa is still emerging from the economic restrictions of the apartheid era.  The authorities are concerned about currency outflow and maintain extensive restrictions on operations, including exchange controls.  Establishment in insurance is limited, as branching is not permitted.  Furthermore, foreign investment in insurance companies is subject to authorisation over a threshold of 25%.  Cross-border transactions in MAT or reinsurance are not allowed, although South Africans may themselves buy insurance abroad.

South Africa’s insurance market in the past has been highly structured and protected.  Services were provided mostly by brokers carrying multiple lines, and structuring packages of insurance to fit individual customer needs.  Direct marketing and bank insurance is growing in popularity in the market.  New players in the insurance market include banks, retail stores and car dealers.  

The government is considering amendments to the Long-term Insurance Act, 1998, and the Short-term Insurance Act, 1998, to assist in modernizing the industry.  Any resultant liberalisation should be reflected in South Africa’s schedule of GATS commitments.

Significant fields in which South Africa has not yet made any commitments include (but are not confined to):

· cross-border insurance supply;
· insurance intermediation and services auxiliary to insurance (Mode 3).

SRI LANKA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
· No specified barriers identified at this time.

C.  Market Access – Commercial Presence: 

· Restrictions on form of establishment.

· Foreign investment limited to 90%.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers specified at this time.

E.  National Treatment:

· No specific barriers specified at this time.

II.
 Best Practices in Insurance

A.  Transparency:

· No specific barriers specified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers specified at this time.

C.  Insurance Monopolies:

· No specific barriers specified at this time.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.

Market Background Information:
The Sri Lankan Insurance market is gradually liberalising. Until recently, insurance business was regulated under the Control of Insurance Act of 1962, under which insurers had to be wholly owned by Sri Lankan nationals. But, as long ago as 1979 legislation allowed the establishment of the National Insurance Corporation (NIC), in addition to the Sri Lankan Insurance Corporation. A further Act of 1986 provided for the establishment of private sector insurance companies. Seven companies have now been established under the legislation, including two with major foreign shareholders. Foreigners may now hold up to 90% of Sri Lankan insurers’ equity, with recent legislation permitting 100%. Applications for foreign equity participation are considered on a case-by-case basis. Controls affecting foreign insurers include a requirement for monetary transfers to be approved by the Controller of Exchange.  The market is still highly regulated and tariff-driven.  With effect from 2001, compulsory cessions to the NIC have been abolished. The regime for foreign investment is presently under review.

Significant fields in which Sri Lanka has not yet made any commitments include (but are not confined to):

· cross border supply of insurance and related services.

THAILAND
Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· Reinsurance cessions of 5% to Thai Reinsurance are in effect mandatory, although they have no basis in Thai domestic law.

· Restrictions on offshore reinsurance (Register’s Order): 

1) Fire and all risk policy: only the portion exceeding 20 million Baht of sum insured can be reinsured abroad, subject to the application of the so-called “free rate” in the case of any contact whose sum insured is over 300 million Baht: in such cases, up to 30% of the sum insured has to be retained within Thailand (i.e. in effect reinsured with Thai Re);

2) transit policy: only the portion exceeding 3 million Baht of sum insured can be reinsured abroad;

3) personal accident policy: only the portion exceeding 1 million Baht of sum insured can be reinsured abroad (as of December, 2002).

· Limited cross-border commitments in non-life insurance (only MAT is bound).

C.  Market Access – Commercial Presence: 

· Restrictions on form of establishment.

· Restricted commitments on insurance intermediation and services auxiliary to insurance.

· Requirement for Cabinet approval for new establishment.

· Restrictions on establishing a joint venture, choice of joint-venture partners and amount of foreign equity permitted in a joint venture  (foreign equity formally limited to 25% (sometimes circumvented): new rule under consideration would increase this to 49%) (Article 9, Non-Life Insurance Act).  

· Restrictions on direct branching in insurance (number of branch offices per existing foreign insurer restricted to one, and new entry by way of direct branching is effectively prohibited) and inadequate protection for existing branch operations (Article 7, Non-Life Insurance Act).

· Prohibition on private sector participation in pensions system.

· Foreign participation in auxiliary services limited to 25%.

· Prohibition on Thai registered insurance brokers from soliciting or placing business with non-admitted insurers.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

D.  Market Access – Temporary Entry of Natural Persons:

· Citizenship/residence requirements for company executives and staff (requirement to employ 4 Thai staff for every one foreign staff.  The number of work permits for foreign staff at the foreign insurer's business is restricted to one for every 2 million Baht of capital) (Article 7, Non-Life Insurance Act).

E.  National Treatment:

· Foreign insurers can only really compete with indigenous insurance service suppliers for providing insurance for state-owned or state-affiliated enterprises on a reinsurance basis behind national companies.  No state assets are directly insured by foreign companies.

· Restrictions on overseas remittances by foreign insurers (who must obtain prior approval for such remittances from the Department of Insurance (DOI), although there is no clear requirement for this in Thai domestic law).

II.
Best Practices in Insurance

A.  Transparency:

· No procedures in place to ensure that consumers can assess the creditworthiness of insurance companies and for insurers to provide information on their creditworthiness to the public.
· Restrictions on the availability of financial services information from domestic and foreign sources to registered insurance suppliers.  
· No transparent, publicly available, non-discriminatory rules and procedures established that govern the identification and handling of financially troubled institutions, including disclosure. 
· No procedures are in place to provide notification to the World Trade Organization before measures are adopted with respect to taxation (national and sub-national) that affect all insurance products.

· Lack of transparency in the regulatory approach to premium discounts.  Some insurers apply discounts on contracts taken out via “in-house brokers” (i.e. brokers which are affiliates of insureds).  The Thai supervisory authorities should apply clear and transparent market conduct rules governing such practices.

B.  Solvency and Prudential Focus:

· Burdensome requirements for new products, forms, rates and services to filed or approved.  The insurance commissioner is slow to approve new forms for any insurer.  However, new products are occasionally approved, but it takes 6-12 months.  
· Where filing and approval of an insurance product is required, the policy reasons for such requirements are not made publicly available by the regulatory authority, and no explanation is given of how the requirements are the least burdensome means of satisfying the policy reasons for filing and approval.
· No deemer provision that allows new products to be deemed approved after a set period if the insurance supervisor has not taken action to disapprove it.  Formal and specific approval is required.
C.  Insurance Monopolies:

· Exclusive service supplier arrangements or monopolies for insurance and reinsurance prevent full and open competition.  Though not a monopoly, the Ministry of Finance owns the Dhipaya Insurance Company and the majority of government or state-enterprise business is channelled through them.  
D.  Independent Regulatory Authority: 
· No independent regulatory authority in the host country.
Market Background Information:
Thailand’s commitments in the 1997 WTO Financial Services Agreement were limited by the financial crisis, which broke out in July 1997, after which Thailand reached an agreement with the IMF.  Increased commitments should therefore be expected in the next WTO Round.  Before 1995, Thailand was virtually a closed market.  It is now gradually opening to foreign institutions.  In insurance, equity holdings remain limited at 25%, new entry requires Cabinet approval and there are limits on the admission of expatriate personnel.  In insurance consultancy, loss adjusting and actuarial services, the ceiling for foreign equity is higher at 49%.  But the end result is likely to continue to be a restriction to a maximum of 49% for the foreseeable future.  Over the past several years, the Thai Government has increasingly liberalized access for foreign firms to the Thai financial sector, but significant restrictions continue to exist.

Cross-border transactions are allowed for MAT and reinsurance, but no commitments in the non-life sector are made beyond this, nor are any commitments made with regard to intermediation.  The brokerage sector was opened to foreign participation in 1997, but foreign firms are permitted to own majority shares (above 49%) only on a case-by-case basis.

There continues to be intensive administrative regulation on highly detailed issues (e.g. tariffed premiums and approval required for all new policies and ratings); and this hinders product development and insurers’ ability to meet customers’ changing needs.  Insurance companies' permitted investments are strictly limited, with detailed DOI identification of types of investments permitted to life insurers (mostly low-return fixed income and bank deposits, with little scope for diversification into e.g. property).  In addition, there are Bank of Thailand (BoT) restrictions on overseas investment, with life insurers requiring both BoT and DOI approvals for the amount and type of overseas investment and for cross-border remittances of profits or dividends.

Some European insurance companies have "grandfathered" foreign shareholdings in Thai insurance businesses that exceed the 25% threshold, as this ownership predated the “alien business law”.  As in the case of Malaysia, a number of Thai shareholders in insurance joint ventures would be happy to sell out, but foreign companies are unable to increase the percentage of their holding.

Significant fields in which Thailand has not yet made any commitments include (but are not confined to):

· cross-border supply or consumption abroad of insurance intermediation services.

TUNISIA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Foreign ownership limited to 49%

TURKEY

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· Commitments on cross-border supply of non-life insurance (restricted to part of MAT).

· Compulsory reinsurance cession.  Mandatory treaty reinsurance cessions to Milli Re will remain until May 2006, though surplus reinsurance cession abroad was permitted at the end of 2001.

· Limited commitments on insurance intermediation.
C.  Market Access – Commercial Presence: 

· Restrictions on access to bonding business.

· Restrictions on form of commercial presence in services auxiliary to insurance, except for consultancy and risk management. Need to establish a local subsidiary.

· Limited commitments on insurance intermediation.
· Limited commitments on services auxiliary to insurance.
D.  Market Access – Temporary Entry of Natural Persons:

· Discriminatory restrictions on insurance and reinsurance broking personnel.

· Discriminatory nationality restrictions on loss adjusters and actuaries (must be Turkish citizens).

E.  National Treatment:

· No specific barriers identified at this time.

II.
Best Practices in Insurance

A.  Transparency:

· No specific barriers identified at this time.

B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.
C.  Insurance Monopolies:

· No specific barriers identified at this time.
D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Turkish commitments are based on the GATS Understanding.  Turkey is a long-standing OECD member and its offer addresses most of the few insurance barriers that were identified during the 1997 Round.  Thanks to a series of reforms in the period 1983-93, the Turkish market is fairly open to foreign financial services firms.  Establishment as a subsidiary or as a branch is virtually without restriction.  Consumption abroad for life insurance is bound but not cross-border business.  Thus Turks may buy life insurance abroad, but non-established foreign firms may not seek business in Turkey.

According to the Legislation, Milli Reassurans, which is majority held by the Is Bank Group (owner of Anadolu Sigorta) had a monopoly in the Turkish Reinsurance market for a ten-year period (which expired on 31 December 2001). The monopoly has been extended on a narrower scale with effect from 31.12.01. Insurance companies now have to offer 20 % of each cession to a foreign reinsurer to Milli Re.

Compulsory earthquake insurance for homes and buildings was introduced at the end of 1999, after two serious earthquakes that year.   The obligatory tariff for this is 20%, with a deductible ranging from 2% to 10%, depending on the election of the insured.  Premiums from the compulsory insurance are ceded to the Turkish Catastrophe Insurance Pool, managed by Milli Re under the supervision of a committee consisting of public sector and insurance industry representatives.  

Insurance and reinsurance providers of earthquake insurance must set aside their retained earthquake premiums plus the net revenue from sales of this product for 15 years to create reserves against losses in fire and engineering insurance from future earthquakes.  

The minimum paid-up capital for insurance and reinsurance was increased by the Undersecretariat for the Treasury to 3 trillion Turkish Lira in July 1999.  This amount will be increased from time to time, in line with inflation.  The Association of Turkish Insurance and Reinsurance Companies have established a Guarantee Fund as of November 1998 to handle claims from insureds.  The Association has also formed in 1999 an “Executive Committee of Life and Health Insurers” to examine ways of developing these lines in the Turkish market.  

Turkish tax regulation currently provides favourable tax treatment for pension products, but not life insurance products.  The result has been a shift from life insurance into pension products, with little net increase in national savings.  Life insurers argue that tax treatment should be equalised so that savings-oriented life insurance products are provided the same tax treatment as pensions products.

Significant fields in which   has not yet made any commitments include (but are not confined to):

· Cross border supply of life insurance.

· Non-life insurance (other than for part of MAT).

· Intermediation.

UGANDA

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Discriminatory Capitalisation requirements, which are five times greater for foreign insurers.

· Mandatory reinsurance cessions (%% Africa Re, 10% PTA Re).

URUGUAY

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:

· Monopoly for “Banco de Seguros del Estado” (BSE) in workers’ compensation.  The BSE’s monopoly in this important insurance line gives BSE a market advantage in selling other lines to its clients.

· Monopoly for “Banco de Seguros del Estado” in all Government business.

C.  Market Access – Commercial Presence: 

· Monopoly for “Banco de Seguros del Estado” in workers’ compensation.

· Monopoly for “Banco de Seguros del Estado” in all Government business.

D.  Market Access – Temporary Entry of Natural Persons:

· No specific barriers identified at this time.
E.  National Treatment:

· Monopoly for “Banco de Seguros del Estado” in workers’ compensation.

· Monopoly for “Banco de Seguros del Estado” in all Government business.

II.
Best Practices in Insurance

A.  Transparency:

· No specific barriers identified at this time.
B.  Solvency and Prudential Focus:

· No specific barriers identified at this time.
C.  Insurance Monopolies:

· Differential regulatory practice favouring state monopolies.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
 In 1995, Uruguay reformed its insurance market by overturning the old Government Monopoly Law and introducing new insurance legislation.  The aim of this was to open the market and, indeed, it was partially opened and there was growth in the private sector, as it was able to write motor insurance for the first time.  However, the new legislation preserved two important monopolies for the Banco de Seguros del Estado (BSE):

· Workers’ Compensation:  The BSE have used their monopoly in this class of business to “package” commercial products for large commercial clients, making it impossible for the private sector to write insurance business for companies who employ large numbers of staff.  The BSE’s monopoly has also placed insurance brokers in a difficult position, as many of them are unwilling to place too many risks in the private sector, for fear of losing the ability to place workers’ compensation for their clients with the BSE.  These two issues have become an increasing source of concern for foreign insurers established in Uruguay.  

· Exclusive Access to all Government Business: This has enshrined in law a dominant position for BSE.  This is particularly significant in Uruguay as there has not been a high degree of privatisation and a significant number of sectors are still Government monopolies (e.g. telecoms, electricity, water, oil refining and distribution, alcohol manufacturing, port/airport administration etc).

As a result of the aggressive commercial use of these monopolies, the BSE has maintained a market share of 75% in the insurance sector.

There is every sign that this share will increase, particularly as the BSE is not regulated by the Superintendent of Insurance and, as such, is not subject to the same rules on reporting or reserving as other insurers.  BSE benefits from special treatment of its capital and reserves (including special  rules for bond-valuation and composition of reserves) and special rules for its solvency requirements (including the use of special Central Bank bonds issued only for the BSE, effectively enabling the BSE to avoid certain valuation and solvency regulation requirements applicable to other insurers).  The BSE also enjoys special tax treatment (effectively enjoying lower tax rates than private-sector competitors).  Finally, the BSE is allowed to present annual returns which are both subject to delay and likely not to meet normal external audit requirements.  All in all, the BSE’s special treatment and dominant position in the Uruguayan insurance market prevent competitors from having a clear and transparent view of the market and its trends. 

VENEZUELA

Primary Objectives: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.  To secure removal of general MFN exemptions in insurance.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
· Permits cross border sales for reinsurance, MAT insurance and insurance services (including brokerage) on behalf of both domestic and foreign clients, although a local Venezuelan address is needed to issue the policy.

· Requirement for foreign reinsurers to re-register every two years with Insurance Superintendency (effectively aimed at excluding all but top-rated reinsurers).

· Commitments limited to reinsurance (but with restrictions forbidding domestic firms from dealing with certain reinsurers).

C.  Market Access – Commercial Presence: 

· Restrictions on form of establishment. To issue insurance policies companies must be domiciled in Venezuela.  

· Limited commitments on insurance intermediation.

· Direct branching in insurance not allowed.

· Private sector participation in the pension system not permitted (pension system is run by the government).

· Economic needs test. 

· Commitments limited to reinsurance (but with restrictions forbidding domestic firms from dealing with certain reinsurers).

D.  Market Access – Temporary Entry of Natural Persons:

· The majority of an insurer’s board members must be Venezuelan nationals.
E.  National Treatment:

· 2% tax on premiums ceded to foreign reinsurance undertakings except for countries with a double tax agreement with Venezuela.

· Requirement for foreign reinsurers to re-register every two years.

II.
Best Practices in Insurance

A.  Transparency:

· Insurance providers who provide comment and recommendations on proposed or revised regulations do not receive a written reply from the supervisory authority in response to those comments. Comments are taken into account, but no formal reply is sent.  
· No procedures are in place to provide notification to the World Trade Organization before measures are adopted with respect to taxation that affect all insurance products.

B.  Solvency and Prudential Focus:

· Burdensome (and expensive) requirements for new products, forms, rates and services to be filed or approved.  Insurance Superintendency must approve wordings, tariffs, public advertisements and commissions.  
· No deemer provision that allows new products to be deemed approved after a set period if the insurance supervisor has not taken action to disapprove it.  Approval must be confirmed by a written document issued by the Insurance Superintendency, giving rise to restrictions on competitive opportunities and high opportunity costs.
C.  Insurance Monopolies:

· Private sector participation in the pension system is not permitted (both private and public.)  The pension system is run by the government.

D.  Independent Regulatory Authority: 

· No barrier: there is an Independent Regulatory Authority.
Market Background Information:
Although branching is not permitted, access to Venezuela is reasonably open for foreign insurance companies, with no ceiling on foreign equity acquisition in locally incorporated companies.  But, Venezuela reserves the right to impose future restrictions and the application of current rules is unpredictable.  There are also very few commitments in cross-border trade.  

Venezuela’s WTO commitments are limited by broad conditions, such as an economic needs test (except in the brokerage sector).  The absence of legal certainty in the administration of the financial services sector undermines foreign confidence in the market.  

There is a need for significant reform of insurance regulation.  At present, certain regulatory elements are not in line with international practice. Venezuela has not signed any agreement accepting International Accounting Rules for Insurance and Reinsurance Companies, preferring a system based on collected premiums rather than gross written premium, plus other cumbersome requirements, causing difficulty in making comparisons between international companies (particularly as regards consolidated treatment of subsidiaries).  A new Insurance and Reinsurance Law will is due to begin its passage in the National Assembly in 2005.  The Venezuelan Insurance Chamber is actively considering reforms and expects to participate in consultations with the Government Finance Committee that is to be appointed as part of the reform process.

Significant fields in which Venezuela has not yet made any commitments include (but are not confined to):

· cross-border insurance.

VIETNAM

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Examples of Current Barriers Inconsistent with the Model Schedule for Insurance:
I.
Market Access and National Treatment

A.  Acquired Rights:

· Whether a country protects acquired rights will be evident as offers are made and should be addressed according to the Model Schedule.
B.  Market Access – Cross Border Trade:
· Mandatory cessions for reinsurance of 20% with Vina Re (currently the only reinsurer authorized to operate in Vietnam) (Article 22, Decree No. 42-2001-NC/CP).

C.  Market Access – Commercial Presence:

· “Economic Needs Test” in Insurance Law (Article 62, Insurance Law).
· Restrictions on form of establishment, with prohibition on direct branching.

· Restrictions on branching by foreign-owned and joint-venture insurers: branching limited to only one city for the first two years of operation; limited to three cities after the third year of operation; and permitted (subject to Ministry of Finance authorisation, under transparent procedures) after the fifth year of operation (Article 39, Decree No. 42-2001-ND/CP).  

· Restrictions on the number and the business period of sub-branch of foreign insurer.

· Foreign equity shares in insurance joint ventures limited to 70%.
· Restrictions on providing cover in compulsory lines cover.  

· Exclusive service supplier arrangements or monopolies for insurance and reinsurance prevent full and open competition.  “Voluntary” (but in effect mandatory) cessions to Vina Re.  
· Private sector participation in the pension system is not permitted (both private and public.)  To date, Vietnam Social Insurance, a state body, is the only player in the pension industry.  Private pension schemes are not available in the country.

· Legal form discrimination for insurance and reinsurance: no provision allowing licensing of “an association of underwriters”.

· Prohibition on enterprises with foreign capital from acting as agents for insurers.

D.  Market Access – Temporary Entry of Natural Persons:

· Restrictions exist on the ability to select desired personnel.  Key personnel (including chairpersons of the Board of Management and managing directors) are subject to fit and proper requirements and regulatory approval.
E.  National Treatment:
· Foreign insurers transacting non-life business restricted to foreign clients and non-state-owned enterprises (Article 39, Decree No. 42-2001-ND/CP).

· Foreign insurers may not apply for a composite insurance licence.

II.
Best Practices in Insurance

A.  Transparency:

· Restrictions on the availability of financial services information from domestic and foreign sources to registered insurance suppliers.

· Non-transparent licensing process.
B.  Solvency and Prudential Focus:

-
Restrictions on the payment of dividends by foreign insurance providers. Foreign insurers are subject to withholding tax payment in respect to the amount of profits remitted abroad.  The applicable tax rates may be varied depending on the investment incentives available to each specific foreign insurer.
C.  Insurance Monopolies:

· Private sector participation in the pension system is not permitted (both private and public.)  To date, Vietnam Social Insurance, a state body, is the only player in the pension industry.  Private pension schemes are not available in the country.

· Access to sell statutory insurance to the state-owned sector (as defined in Vietnam’s BTA schedule.) 
· “Voluntary” (but in effect compulsory) reinsurance cessions (20% to Vina Re).
D.  Independent Regulatory Authority: 
· No independent regulatory authority in the host country.  Currently, the authority is an affiliated agency of the Ministry of Finance, namely the Insurance Supervisory Division, Banking and Financial Institutions Department.
Market Background Information:
Vietnam has begun to open its market to foreign insurance companies.  Local partners are no longer required to be Vietnamese insurance companies and 100% foreign-owned licences are now being granted.  The Vietnamese insurance market, with an average growth rate of 30% per year, currently (2005) has 25 insurance companies, including one reinsurance, five life insurance, five insurance brokerage and 14 non-life insurance firms. Twelve of them are foreign-invested companies.

Although the life market will be a significant growth area in Vietnam, it is still in the relatively early stages of development.  The majority of insurance business in Vietnam is non-life and this business is still reserved to significant extent for the local market.  But expansion and premium growth of non-life foreign-owned insurance companies in Vietnam is now starting.

Under the existing Law on Insurance Business and its implementing regulations, foreign insurers may operate in Vietnam through three corporate forms, namely joint venture enterprises, wholly foreign-owned enterprises and representatives of foreign insurers/foreign insurance brokers.  The applicable laws are, however, silent on a possible acquisition of shares in a domestic joint stock insurer.  The establishment of a foreign branch was no longer permitted after the adoption of the Law on Insurance Business (Dec. 2000).  Although insurance licences in Vietnam are granted without geographical limitation, the opening of new branches requires the prior approval of the Ministry of Finance.  Such approval is not easily granted to foreign insurers.  The requirement for prior approval of the wording and pricing of new products is also used as a means of controlling the rate of growth of foreign insurers in Vietnam. Foreign general insurers are only allowed to write certain classes of business, in competition with dominant local insurers who enjoy much greater freedoms. Life insurers (both domestic and foreign) may offer personal accident and health products as riders only.  There is a total prohibition on offshore investment, restricting the potential attractiveness of foreign insurers’ offerings.

Under the US/Vietnam Bilateral Trade Agreement and Japan/Vietnam Bilateral Investment Treaty, compulsory reinsurance cessions to Vina Re will be reduced from 20% to zero after five years from the date of signature. When Vietnam joins the WTO, this treatment should be extended to all WTO members, on an MFN basis. The Ministry of Finance’s stated aim is to have a totally open insurance market by 2010.  The Ministry should be encouraged in this.  Liberalisation could be achieved ahead of 2010 through Vietnamese membership of the WTO.

Compulsory non-life insurance are:  motor vehicle owners’ civil liability insurance, aviation carriers’ insurance of passengers; professional liability insurance for legal consultancy activities and insurance broking enterprises; fire and explosion insurance.  It is a matter of unwritten laws that only domestic insurers may provide cover in compulsory lines (though this restriction is being loosened). 

Foreign companies are charged higher rates for electricity, land leases and other business expenses.

ZIMBABWE

Primary Objective: Secure agreement to include the Insurance Model Schedule and Best Practices as part of each country’s GATS commitments.

Barriers:

· Local employment requirements.

· Reinsurance must be placed with local companies.

Market Background Information:

The Zimbabwean regulatory regime includes a requirement that insurance company investments must be in government bonds.  There are also foreign exchange restrictions impeding dividend remittance.

( some £3.0 million
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