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Project synopsis

Project Title:
Advisory Services to the Russian Insurance Industry

Project Number:
FINRUS 9803

Country:
Russian Federation 

Project Objectives
Making a meaningful and measurable contribution towards an open, competitive and modern insurance industry in Russia by improving the legal framework for insurance, developing and reinforcing the competence and role of both ARIA and NADZOR and delivering consultancy services for the benefit of individual Russian insurance companies and working groups of insurance companies.

Planned Outputs
Direct recommendations, on amendments to the fundamental Russian “Law on Insurance” and to the Civil Code (Chapter 48) and on the drafting of new legislation, will be given as a result of five legislative sub-projects in the fields of:

 insurance supervision, company reserves and solvency;

 development of a mutual insurance sector;

 personal and life insurance;

 compulsory motor insurance;

 insurance companies active in the field of compulsory insurance;

 tax incentives for insurance.


The organisation and management of NADZOR and ARIA will have been strengthened, including the provision of:

 an improved IS system for both NADZOR and ARIA;

 improved insurance statistics gathering and processing methodology;

 improvements of the federal and regional organisation of both NADZOR and ARIA;


Direct consultancy services on Financial Management and business planning will have been given to insurance companies, and thematic working groups will have been held on themes that have been identified as currently important to the insurance market as a whole.

Project Activities
Specific sub-projects have been identified and organised around the project components:

Preparatory work (all components)


Component 1    Policy advice

Sub-project 1.1:
Insurance supervision and solvency standards enforcement


Sub-project 1.2:
Solvency and capital requirements


Sub-project 1.3:
Compulsory motor TPL insurance


Sub-project 1.4: 
Competition and compulsory insurance


Sub-project 1.5: 
Mutual insurance


Sub-project 1.6:
Consumer protection


Sub-project 1.7:
Tax incentives for insurance


Component 2    Institution building


Sub-project 2.1:
Institutional strengthening of ARIA


Sub-project 2.2:
Institutional strengthening of NADZOR


Sub-project 2.3:
Early-warning system (Statistics and analysis)


Component 3:    Direct support to insurance industry


Sub-project 3.1
Direct consultancy services in finance and business planning


Sub-project 3.2: 
Thematic Working Groups 


Cross-Component Activities concerning promotion of an insurance culture and regional aspects

Target Groups
The project’s sole beneficiary is ARIA. Besides ARIA, NADZOR will directly benefit from policy advice and institutional strengthening measures provided by the project.  Furthermore, all eligible insurance companies will be end beneficiaries of consultancy services and working groups.


Indirectly, all domestic and foreign investors will benefit from advanced insurance market conditions in Russia. Insurance clients will benefit from an increased variety of insurance products and services, more reliable financial insurance data and improved policy and contract conditions. 

Project Starting Date
13 September 1999

Project Duration
originally 24 months, until September 2001 / extended until December 2001 by the European Commission / extended until May 2002/ extended until August 2002  by the European Commission
Summary of Project Progress since the Start

The project is in its final stage and most of the work has been successfully completed.

Much work on components I and II, that have proven impossible to organise in the previous reporting period due to the terrorist act of September 11 in New York, have been completed in the current reporting period. The decision to enhance the project team in the previous reporting period has also significantly contributed to their successful completion.

As expected, the resignation of the former president of ARIA, Mr. Igor Yurgens, and the appointment of Mr. Alexander Koval as his successor have delayed some of the activities of the project. Nevertheless, shortly after his election Mr. Alexander Koval reviewed all planned activities with the KPMG project team and agreed with the proposed events.

In Component 1, much of the work under this component has been completed. Further study tours and seminars are attended to enhance the success of work under this component. Thus, the project has contributed to several seminars and conferences on the following issues: Motor Third Party Liability; Solvency and Capital Requirements, Legal Framework for Life Insurance, Accession to WTO.

In March senior members of the Insurance Supervision travelled to Warsaw to meet their colleagues to discuss the complex subject of solvency and capital requirements. 

Other important issues, like International and Inter-Regional Co-operation of Insurance Association issues will also be discussed during the final conference in next reporting period.

In Component 2, Institutional building, all activities that were planned for this period have been successfully concluded. As a result, the procurement of IT equipment for both ARIA and NADZOR is under way under the local tender procedure. Analysis of the needs of both organisations, drawing of technical specifications and budget forecast, approval of specifications by EC, announcement of contract forecast and other related activities have been successfully completed in the reporting period.

Tender evaluation will take place from April 1 and the further procedure depends on the outcome of the tender evaluation.

Component 3, Direct Support to Insurance Companies, most of the work has been already completed. The December 2001 conference was the conclusion of the Thematic Working Groups section of the project. During this reporting period, the recommendations of each of the ten the working groups were sent to all members of ARIA.

Individual consultancy section of the project, with the first tranche of 20 insurance companies, was virtually completed by 31st March 2002. Only 2 companies had not received visits from EU experts due to internal management restructuring. Their consultancies are scheduled for completion by the end of the final reporting period.

The participating insurers have expressed considerable satisfaction with the quality of advice received from the consulting experts.

A total of 8 highly experienced and EU approved Insurance and Financial Experts were identified for the 12 companies involved in the second tranche of consultancies. The consultancies started at end January 2002, after the extended Russian New Year holiday period, and have continued throughout the reporting period. 9 out of a total of 24 missions were concluded by 31st March 2002.

Summary of Project Planning for the Remainder of the Project

The last period of the project will consist of two phases. In the first phase of this period from April until May 2002 it is planned to complete all operational activities of Component I, II and III except the procurement of equipment for ARIA and Nadzor which will continue after May and will latest be completed in the end of August 2002.  For the purpose of completing the procurement of equipment and related project management tasks, it is intended to use a limited amount of resources including staff in Moscow and Cologne and where necessary to assign our international procurement expert Derek Hunt. 

Period from April to May 2002

In Component I the work on the sub-projects of this component will be continued during the remainder of the extension period.  

A few study tours and a final conference have been discussed with ARIA and NADZOR and are planned for the last reporting period as mentioned under paragraph 2.2 Project Planning for the Next Reporting Period.

Component II. On February 21, 2002 Mr. Alexander Koval was elected president of ARIA as successor to Mr. Yurgens. Due to the change in the Presidency of ARIA it is likely that not all the planned regional offices will have opened before the end of the project. The list of agreed IT equipment for the main office and the existing regional offices for ARIA has been published through the local tender procedure and evaluation of tenders and award of supplier will take place in the beginning of April. The agreed IT equipment for NADZOR will follow the same local tender procedure and the same timetable.

Component III. The direct consultancies to the first group of 20 insurance companies have almost been completed and the remaining consultancies are expected to take place during the next period.

The second group of 12 insurance companies: Scheduling of Experts visits started in January after the Russian New Year.  By end of March 2002 9 out of a total of 24 missions were completed and it is anticipated that all 24 planned visits will have been satisfactorily performed before 31st  May 2002.  

During the last reporting period the project management will make the Project Completion Report as well as number of documents of the project results and conclusions.

1. Project Progress in Reporting Period 

1.1. Achievements in Comparison with Planned Results 

1.1.1. Project management

The project is in its final stage.

February 21, 2002 Mr. Alexander Koval was elected President of ARIA as successor to Mr. Yurgens and a new General Director has been appointed. Mr Koval reviewed all planned activities with the KPMG project team shortly after his election and agreed with the proposed events.  Detailed planning therefore began in late February and as a result the events will take place slightly later than expected. Nevertheless, it is expected that all planned events in component I and II will be successfully concluded.

For the project management the main issues in the reporting period have been the planning of the remaining study tours and conferences, the process of establishing tenders for the IT equipment for ARIA and Nadzor and planning and implementing the direct consultancy visits to the individual insurance companies.

1.1.2. Component I: Policy Advice

As noted above, the project team has discussed with ARIA and Nadzor their priorities under this component given the time and resources available.  The priority in the final period has been to complete component III and therefore other than the production of reports, a relatively few number of activities were planned during this reporting period and most of these planned activities will take place in the final two months of the project.

1.1.2.1. Insurance Supervision and Solvency Standards Enforcement

The study tour that is planned to discuss this issue is expected to take place during the next reporting period. This tour will consist of senior members of the Insurance Supervisory Department of the Ministry of Finance who will travel to London and will meet members of the Financial Services Authority.

1.1.2.2. Solvency and Capital Requirements

A study tour to discuss this issue took place in March at which senior members of the Insurance Supervision travelled to Warsaw to meet their colleagues from a number of Euroean countries. They were able to share valuable experience with their colleagues on this complex, but important subject.

A workshop on this issue (combined with a discussion on the ‘early warning of financial solvency problems), addressed by experts from the United Kingdom and Germany will take place in April as part of the final conference.

1.1.2.3. Motor Third Party Liability

In February, the project participated in a discussion of the issue at a conference organised following the Congress of ARIA. The issue of ‘compromise settlements’ of liability claims was raised and will be discussed further as this is a potential problem for the Russian insurance industry.

A “Breakfast” seminar on this issue was held in March with EU experts as speakers. This meeting discussed the introduction of the international ‘Green Card’ system into Russia. The Russian ‘Green Card’ Bureau has, as a result of this meeting, begun discussions with the European Bureau based in London.  It is expected that this issue will be discussed during the study tour to Berlin and London planned for the next reporting period.

Legislation on motor third party liability is under way in the Duma. A proposal has passed its third reading hearing in the Duma and the law will come into force in July 2003. As a result, a further activity has been planned for the next reporting period.

1.1.2.4. Competition and Compulsory Insurance

The project contributed to discussions at the insurance ‘Rendezvous’ on the issue of competition in the provision of Pensions and has provided informal advice to the project partner on this issue, which is to some extent politically sensitive.  Further activities are planned in the next reporting period.

1.1.2.5. Mutual Insurance

This issue will be discussed during the study tour to London in the next reporting period.

1.1.2.6. Consumer Protection

During this period the project contributed to a conference at which a standard reinsurance wording was introduced. This reinsurance wording had also been discussed in the thematic working group on reinsurance, and the recommendations of this working group had been taken into account. 

A catalogue of standard wordings is being prepared and will be completed by the end of the project.

1.1.2.7. Taxation and Insurance

No activities were planned under this sub-project for this reporting period. However, preparation is taking place for the discussion of this issue in the workshop, which will form part of the final conference.

1.1.2.8. Legal Framework for Life Insurance

The issue of Life insurance and Pension reform has now become important since Government proposals for the Pensions industry are now advanced.  During the reporting period, the project team contributed to the debate by participating in a major conference following the Congress of ARIA in February.  The project gave advice to ARIA concerning the key role Life Insurance companies play in private Pension provision in Europe and on the legal framework within which they operate.

The planned conference on this issue will take place in May as part of the final conference.

1.1.2.9. Accession to WTO

The project resident team leader addressed a conference on this issue in Moscow in January and has continued to provide contacts between insurance colleagues in Europe and in Russia so that all sides understand the issues.

In February, the project also addressed the issue during a conference that followed the Congress of ARIA.

The project will continue to give both formal and informal advice to its partner organisations on technical aspects of the WTO negotiations.

This issue will also be a main element in the planned study tours to Berlin and London in April and May.

1.1.2.10. International and Inter-Regional Co-operation of Insurance Associations

No activities were planned for this period. It is envisioned that representatives of a number of regional insurance associations will attend the final conference in April.

1.1.3. Component 2: Institution Building

1.1.3.1. Institutional Strengthening of ARIA

In co-operation with ARIA, technical specifications for the required IT equipment for ARIA have been set up. The procurement is under way under the local tender procedure. All activities that were planned for this period have been successfully concluded. The activities for the procurement have included analysis of the needs for IT equipment of ARIA, drawing up of technical specifications and budget forecast, approval of specifications by EC, announcement of contract forecast and procurement notice and preparation of tender dossiers.

Tender evaluation will take place from April 1 and the further procedure depends on the outcome of the tender evaluation.

1.1.3.2. Institutional Strengthening of Nadzor

As for ARIA, the technical specifications for the required IT equipment for Nadzor have been worked out and the procurement is under way under the local tender procedure. All activities that were planned for this period have been successfully concluded.

The tender procedure for Nadzor has been carried out simultaneously with that of ARIA and along the same guidelines.

1.1.3.3. Early Warning Systems/Statistics

The planned seminar on this subject will take place as part of the final conference in May. During this conference there will be a workshop reviewing the industry statistics and methods of improving the system.  There will also be a workshop, chaired by the insurance supervision department, at which key issues on providing early warning on financial problems will be discussed.

1.1.4. Component 3: Direct Support to Insurance Companies

1.1.4.1. Direct Consultancy Services

The December 2001 conference was the conclusion of the Thematic Working Groups section of the project and no further meeting of the working groups were planned for this reporting period.

During this reporting period, the recommendations of each of the ten the working groups were sent to all members of ARIA.

Individual consultancy with the first tranche of 20 insurance companies was virtually completed by 31st March 2002. The only 2 companies who had not received visits from EU experts were those involved in internal management restructuring. Their consultancies are scheduled for completion by the end of the final reporting period.

Considerable satisfaction has been expressed by the participating insurers with the quality of advice received from the consulting experts.

A total of 8 highly experienced and EU approved Insurance and Financial Experts were identified for the 12 companies involved in the second tranche of consultancies. Scheduling of expert visits could not commence until after the extended Russian New Year holiday period. The first experts started their consultancies at end January 2002 and have continued throughout the reporting period. 9 out of a total of 24 missions were concluded by 31st March 2002. Planning for the remaining 15 missions was far advanced.

1.1.4.2. Thematic working groups

The ten thematic working groups completed their work in December 2001 and reported their recommendations to a conference.  During this period, these recommendations were edited and sent to all ARIA members. A number of the recommendations are in the process of implementation.

1.1.5. Cross-component activities

During this reporting period, the project team continued to give support to ARIA in developing insurance awareness in Russia. The team gave a number of interviews to the press and provided background material for many publications.
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	Project objectives:
To provide policy advice, institution building and direct support to the Russian insurance companies to modernise the insurance industry in Russia and, in so doing, to 
prepare it to the opening of the financial services market in coherence with the PCA and WTO negotiations.


	 
	TIME FRAME 2002
	INPUTS

	
	Months
	Personnel 
EU Consultant
	Local Experts
	Equipment and Material
	Other

	No.
	MAIN ACTIVITIES
	January
	February
	March
	Planned
	Utilized
	Planned
	Utilized
	Planned
	Utilized
	Planned
	Utilized

	Inception Period, Preparatory Work and Project Management
	
	
	
	
	
	
	120
	86
	50
	28
	
	
	
	

	0.1
	Project management
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	0.1.1
	Ongoing management and reporting
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	0.2
	Collection and translation of briefing documents
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Component I:    Policy Advice
	
	
	
	
	
	
	40
	28
	0
	0
	
	
	
	

	I.1
	Insurance supervision and solvency standards enforcement
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I.2
	Solvency and capital requirements
	
	
	
	
	
	
	6
	4
	
	
	
	
	
	

	I.3
	Compulsory motor TPL insurance
	
	
	
	
	
	
	9
	7
	
	
	
	
	
	

	I.3.1b
	Study Tour for Duma members to Europe
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I.4
	Competition and insurance
	
	
	
	
	
	
	7
	4
	
	
	
	
	
	

	I.5
	Mutual insurance
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I.6
	Consumer protection
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I.7
	Tax incentives for insurance
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	I.8
	Legal framework for life insurance
	
	
	
	
	
	
	8
	6
	
	
	
	
	
	

	I.9
	Accession to the WTO
	
	
	
	
	
	
	10
	7
	
	
	
	
	
	

	I.10
	Co-operation of Insurance Associations
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Component II:    Institution Building
	
	
	
	
	
	
	100
	90
	20
	20
	
	
	
	

	II.1
	Institutional strengthening of ARIA
	
	
	
	
	
	
	50
	45
	
	
	
	
	
	

	II.1.3
	Implementation of changes with ARIA
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.1.4
	Development of IS master plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.1.5
	Study tours for ARIA officials
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.2
	Institutional strengthening of NADZOR
	
	
	
	
	
	
	45
	42
	
	
	
	
	
	

	II.2.3
	Support to implementation of changes 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.2.4
	Study tours for NADZOR officials
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.2.5
	Development of IS master plan
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.3
	Early Warning System / Statistics
	
	
	
	
	
	
	5
	3
	
	
	
	
	
	

	II.3.1
	Working group on industry statistics
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	II.3.2
	Working group on early warning
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Component III:    Direct Support to Industry
	
	
	
	
	
	
	300
	211
	70
	70
	
	
	
	

	III.1
	Direct consultancy services
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.1.6a
	Consulting services for selected companies
	
	
	
	
	
	
	300
	211
	
	
	
	
	
	

	III.2
	Thematic Working Group (TWG) 
on motor insurance
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.2.3
	Meeting of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.3
	TWG on commercial lines insurance
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.3.3
	Meeting of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.4
	TWG on life insurance
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.4.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.5
	TWG on internal training methods
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.5.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.6
	TWG on marketing and agent relations
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.6.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.7
	TWG on claims assessment
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.7.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.8
	TWG on reinsurance policy
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.8.3
	Meeting of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.9
	TWG on organisation and IS
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.9.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.10
	TWG on underwriting statistics
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.10.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.11
	TWG on combating insurance fraud 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	III.11.3
	Meetings of working group
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cross component activities
	
	
	
	
	
	
	10
	10
	0
	0
	
	
	
	

	IV.1
	PR activities and  publications
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total
	
	
	
	
	
	
	570
	424
	140
	118
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	Project title:
 Advisory Services to the Russian Insurance Industry
	Project number:
FINRUS 9803
	Country:
Russian Federation
	Page:   1 of  1

	Planning period: Jan – Mar 2001
	Prepared on:  April 2002

	EU Consultant:  KPMG / CEA-TTF

	RESOURCES / INPUTS
	ORIGNIALLY PLANNED

(Contract)
	PERIOD PLANNED
	PERIOD REALISED
	ADDITIONALLY PLANNED (Project Extension)
	TOTAL PLANNED

(including extension)
	TOTAL REALISED
	TOTAL AVAILABLE FOR REMAINDER


	PERSONNEL

International man-days

Local man-days
	   1.550 +  230

      600 


	      570

      140
	    419

    118
	   740

   350


	  2.520 + 130

   950 + 220

	             2.264

             7.777
	     
381

     
393

	
	
	
	
	
	
	
	


	EQUIPMENT AND MATERIAL
(in EURO)
	  300.000,00


	 300,000
	    7.875,89
	  50.000,00
	350.000,00
	     24.898,59
	      325.101,41

	OTHER OUTPUTS 

Study Tours

Training and Seminars


	   200.000,00

   178.880,00        
	  30.000,00   

  35.000,00
	   2.486,74

   2.660,40


	   50.000,00

           0,00
	  250.000,00 - 84.600,00

  178.880,00
	        134.860,99

        142.841,03
	  30.539,01

  36.038,97

	Sub total
	   678.880,00
	 365.000,00
	 13.023,03
	  100.000,00
	  694.280,00
	 302.600,61
	  391.679,39
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	Project title:
 Advisory Services to the Russian Insurance Industry
	Project number:
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	Prepared on:  April 2002

	EU Consultant:  KPMG / CEA-TTF

	OUTPUT RESULTS
	DEVIATION ORIGINAL PLAN  (+ or – in %)
	REASONS FOR DEVIATION
	COMMENTS 

	Component I:   Policy advice

	I.1 Insurance supervision & solvency standards enforcement
	0%
	
	

	I.2 Solvency and capital requirements
	0%
	
	

	I.3 Compulsory motor TPL insurance
	0%
	
	

	I.4 Competition and compulsory insurance
	  

-10% 
	No legal initiative in this area under way, the project has provided advice on this issue, amongst others, during a study tour.
	

	I.5 Mutual insurance
	-30%
	The Russian legislative bodies have not yet addressed this issue. The project has provided support and information about mutual insurance in Europe.
	A draft law has been introduced into the Duma and the project will be advising its partner and supporting other initiatives during the next period.

	I.6 Consumer protection & draft standard policy wordings
	0%
	
	

	I.7 Tax incentives for insurance
	0%
	
	

	

	II.1 Institution building ARIA
	
	
	

	Implementation of changes with ARIA
	0%
	
	

	Development and implementation of IS master plan
	0%
	
	Implementation is under way and we expect to complete the process in time

	Study tours for ARIA officials
	0%
	
	

	II.2 Institution building NADZOR
	
	
	

	Support to implementation of changes
	0%
	
	

	Study tours for NADZOR officials
	0%
	
	

	Development and implementation of IS master plan
	0%
	
	Implementation is under way and we expect to complete the process in time

	II.3 Insurance statistics / Early warning system
	0%
	
	

	

	III.1 Direct consultancy services
	
	
	

	Direct consultancy services to companies
	0%
	
	We expect to make up the shortfall in the time remaining to the project

	III.2 Thematic Working Group (TWG) on motor insurance
	0%
	
	

	IV. Cross-component activities
	0%
	
	

	PR activities and publications
	
	
	


2. Project Planning for the Next Reporting Period
2.1. Important Observations for Project Success

2.1.1. Overall

The last period of the project will consist of two phases. In the first phase of this period from April until May 2002 it is planned to complete all operational activities of Component I, II and III except the procurement of equipment for ARIA and Nadzor which will continue after May and will latest be completed in the end of August 2002.  For the purpose of completing the procurement of equipment and related project management tasks, it is intended to use a limited amount of resources including staff in Moscow and Cologne and where necessary to assign our international procurement expert Derek Hunt. 

The first phase of this project period expires May 31st 2002 and since much of the work has been completed, there are few factors that can affect the continuing success of the project.  The new management team at ARIA quite rightly wished to review the project plans.  That review has been completed and the KPMG project team is very pleased by the continuing support and cooperation from ARIA. 

The only area where there are difficulties is in the planning of the study tours.  As usual, it is difficult to find times that suit both the project partners and their colleagues in Europe. It is believed that these difficulties will be overcome, but there is a possibility that not all the tours will be able to be organised before the end of the project.

2.1.2. Policy Advice

There are few events planned under this component – much of what is planned is systematic reporting on the situation at the end of the project. The key issue is clearly Motor Third Party Liability Insurance, since it is now probable that the law will come into force during 2003 and much preparatory work is needed.  

As a result there are few observations for project success under this component.

II. 9 
Russian Accession to the WTO

A study tour is planned on this issue to Berlin and to London. It is proving difficult to find a time that is suitable to all sides before the close of the project.

II.10
International and Inter-Regional Cooperation of Insurance Associations

It is proposed to invite representatives of regional insurance associations to the final conference. Their participation will promote inter-regional cooperation of insurance associations. 

2.1.3. Institution Building

The main activity under this section is the tendering procedure for equipment for both ARIA and for Nadzor.  All is going according to plan, but it is possible that unforeseeable difficulties could arise which would extend the tender procedure. Therefore, an extension of the project until 31. August 2002 has been requested and approved by the European Commission. 

2.1.4. Direct Assistance to Insurance Companies

In the last progress report, it was noted that a number of factors beyond the control of the project team could result in some companies not receiving all the consultancy that was planned.  These concerns look to be justified. The following factors appear to be affecting the delivery of the consultancy in a small number of cases:

· The company decides that it does not want any further assistance for internal reasons;

· The company is not able to find time for the consultant before the end of the project;

· A consultant has to cancel a planned trip because of health or other problems;

· The insurance company loses its licence.

Despite this, it is expected that the great majority of the consultancy work will be completed.

2.2. Proposals for Adjustment of Overall Project Planning and their Consequences

2.2.1. Component I: Policy Advice

2.2.1.1. Insurance Supervision and Solvency Standards Enforcement

We will concentrate on providing technical assistance for NADZOR through a programme of study tours. 

As a result, a study tour to the United Kingdom for Nadzor and ARIA Executives is being organised in May 2002.  One of the purposes of this tour will be to review the current position concerning the draft law, which will improve the position and functions of the supervisory authority in Russia. 

2.2.1.2. Solvency and Capital Requirements

It has already been noted that this sub-project would be merged into the general “Life Insurance sub-project”.  Work has already begun and will continue on the important issue of investment vehicles that insurance companies can use for their insurance reserves.

A high-level workshop is planned for May 2002 as part of the final conference to discuss this issue and other issues relating to this complex subject. One or more international experts will visit Moscow and hold discussions with the various organisations dealing with this issue.  One important input into these discussions will be the recommendations of the thematic working group on life insurance.  This group has made a number of recommendations in this area and discussions as to how these can be best implemented will be held. As already noted, the Vice President of ARIA and Chairman of the ‘Personal Insurance’ committee of ARIA will be passing on these recommendations to members of the Duma.

2.2.1.3. Compulsory motor third party liability insurance

The project intends to continue to support ARIA on this issue in three areas noted above: advice on the law; advice on the practical issues relating to the introduction of the law and promotion of ARIA’s views to the General public. We will continue to seek support in this activity from other insurance associations in Europe. 

It is proposed to support a conference in Ekaterinburg in April for regional insurance companies. An expert on the co-operation of insurance companies in handling claims and the resident team leader have been invited to address the conference on a number of issues.

2.2.1.4. Competition and Compulsory Insurance

It was noted in the last progress report that this subject appears to be low on the Government’s list of priorities. However, the issue of pension reform has caused the issue of competition to become more important and we are planning to advise ARIA how best to ensure that there is a free market in the provision of Pension products by insurance companies.  A high-level conference (‘The Life Insurance Conference’) is planned for May on this subject amongst others as part of the final conference and international experts on the subject of Insurance company provision of ‘Third Tier’ pensions will take part and also give advice to ARIA on this subject.

2.2.1.5. Mutual Insurance

We will continue to give advice to ARIA on this subject. In the next period, it is proposed to help ARIA publicise its case for stronger regulation of the Mutual insurance sector and work has already begun on this with the assistance of an international expert. This international expert is expected to continue to give advice in this area.

2.2.1.6. Consumer Protection, Indicative / Standard Wordings

Work will continue with the ARIA officials responsible for this issue. The KPMG project team will continue to discuss these issues in detail with ARIA. Where necessary, the advice of other insurance associations will be sought on specific technical issues. The thematic working groups have made recommendations for alterations in some policy wordings and these recommendations will be discussed with ARIA.

At the conclusion of the project, a list of the standard policy wordings will be produced and published.

2.2.1.7. Tax Incentives for Insurance

This sub-project will also be integrated into the overall sub-project on Life Insurance. It has already been noted that important and beneficial changes in the treatment of most general insurance premiums for tax purposes have been introduced. The emphasis now moves to the treatment of Life insurance premiums and payments and this issue will be discussed at the high level workshop (‘Life Insurance Conference’) to be held in May 2002 as part of the final conference. International experts on the subject will give advice.

2.2.1.8. Legal Framework for Life Insurance

This sub-project is integrating existing work on two other sub-projects “Solvency and Capital Requirements”, “Tax Incentives for Insurance” as noted above.  Its work in summary will be as follows:

The development of a new legal framework for life insurance is urgently necessary because the new Russian tax code makes the tax saving through insurance schemes less effective or virtually impossible. That is one factor inhibiting the development of long-term life insurance in Russia. The project will assist ARIA to promote the introduction of legislation creating a better legal framework for life insurance. 

To overcome the negative impact of tax regulations for life insurance business in Russia, the project shall advise ARIA in current discussions to develop a legislative framework for a type of long-term life assurance that is suitable to make provisions for old age or surviving dependants’ pensions. Such a concept would precisely meet the needs of the Russian insurance market. The conception will include, amongst others, capital investment rules, guarantees for the insured as well as competitive taxation rules – to ensure that insurance companies are able to compete effectively with other existing state and non-state pension funds and fund managers.

2.2.1.9. Russian Accession to the WTO

The project will consider intensively how a future Russian accession to the WTO might influence the Russian insurance market. The forthcoming project activities will have the objective to strengthen the role of ARIA in bringing the Russian government’s position on liberalisation of the financial market in line with the concepts and requirements of the European Commission. The influence on the negotiation process could be directed through the president of ARIA, who is member of the official Russian delegation for Russian WTO entry in Geneva and through the Deputy Head of Nadzor who is in charge of the Ministry of Finance negotiating team.

The study tours to Berlin and to London will address this important issue.

2.2.1.10. International and Inter-Regional Cooperation of Insurance Associations

The issues identified are:

1 Cross-border Motor liability insurance issues;

2 The access to CIS insurance markets of insurance companies from other CIS members;

3 Bringing insurance legislation into line with each other. 

Based on these discussions, detailed planning for the fostering of the international and inter-regional cooperation of ARIA with other insurance associations from states of the former SU and also of Eastern and Western Europe will be drafted. These plans will be contained in a final report produced by the project at the conclusion of the project.

Representatives of regional insurance associations will be invited to the final conference in May and discussions will be held on the above issues.

2.2.2. Component 2: Institution building


2.2.2.1. Institutional strengthening of ARIA

After having received the final input from our counterpart in January 2002, the KPMG project team will undertake the relevant procedures in order to supply ARIA the requested IT equipment in compliance with relevant procurement procedures and the project budget. Given the short period of time remaining for the project, the success of the procurement of equipment will depend on the compliance with a timetable to be agreed upon by all parties involved.

2.2.2.2. Institutional strengthening of NADZOR

After having received the final input from our counterpart in January 2002, the project team will also undertake the relevant procedures in order to supply Nadzor with the requested IT equipment in compliance with relevant procurement procedures and the project budget. Given the short period of time remaining for the project, the success of the procurement of equipment will depend on the compliance with a timetable to be agreed upon by all parties involved.

2.2.3. Early Warning Systems / Insurance Statistics

The successful study tour by members of the ARIA statistics working group to Germany and France has been noted above. Discussions have been held with ARIA about how best the results of this tour should be implemented. It is planned to have further discussions with ARIA and further visits by EU experts from Germany, France and UK are also planned in 2002 in conjunction with the final conference on industry statistics in April 2002. The objective of these visits is to continue the work on the development of industry statistics. In particular the following detailed questions will be addressed:

· Assessing the needs of ARIA’s members for statistics

· Collection methods

· Devising means to encourage participation by ARIA members in the scheme.

· The organisation of data to comply with European classifications.

· Forms of publishing the data.

The Thematic Working Group on underwriting statistics has already discussed a number of issues relating to the collection of Industry-wide statistics and has made recommendations. (See Annex).
ARIA has produced its first statistics yearbook of the Russian Insurance market. This has been translated into English and distributed throughout Europe (and over the internet through the ARIA web site.) (See Annex)

A further statistics conference is planned, which would best be scheduled for May 2002 as part of the final conference after the complete 2001 insurance statistics are available to ARIA.

Work will continue on the development of early warning systems with NADZOR through a study tour (‘WTO Study Tour’) to Berlin. In addition a seminar on Insurance Company Rating (with the participation of NADZOR) and with an expert from KPMG UK has been planned to take place during the final conference in May.

2.2.4. Component 3: Direct assistance to insurance companies

2.2.4.1. Direct Assistance

During the final project period, it is expected that the full programme of direct support to insurance companies will be completed. (Annex – various planning documents.)   

The first stage of this programme involved European experts planning a programme of technical development with each of the companies.  Much of this work is of course confidential and it has always been stressed that the contents of any report produced by the consultants will be confidential and not distributed to the insurance market as a whole.  However, the project will receive these reports unless the company decides otherwise and will be able to use them as a basis for a general report that will be produced for the market.  This report will outline the general lessons learnt through the programme of direct assistance.

The second stage of the programme combines technical and financial advisory support and some of the companies will produce a ‘business plan’ that can be used in discussions with a lender or investor.  Where the company is happy to do so, these plans will be discussed with experts from the EBRD and feedback given to the company as agreed with the relevant Director of the EBRD in the conference in November 2001.  However, otherwise it is expected that these plans will also remain confidential and not be disclosed to any organisation or individual outside of the project team.

Again however, these reports will be used as a basis for a general report to the market: this second general report will concentrate on analysing issues connected with the problem of attracting capital to Russian insurance companies.

2.2.4.2. Thematic working groups

During the final period, the reports of the working groups will be edited in both English and Russian and a final version will be published in printed form and on the Internet. Discussions will be held with the various committees of the ARIA concerning plans for implementation of the recommendations.

A final report of the situation of each group will be produced. This report will briefly summarize the recommendations and assess their implementation at the time the project ends.

Plan of Operations for the Next Period (Work Programme)

	Project title:
Advisory Services to the Russian Insurance Industry
	Project number:
FINRUS 9803
	Country:
Russian Federation

	Planning period:
April – August 2002
	Prepared on:   April 2002

	EU Consultant:   KPMG / CEA-TTF

	Project objectives:
To provide policy advice, institution building and direct support to the Russian insurance companies to modernise the insurance industry in Russia and, in so doing, to 
prepare it to the opening of the financial services market in coherence with the PCA and WTO negotiations.


	
	INPUTS

	
	Months (2002)
	Personnel
	Equipment and Material
	Other

	No.
	MAIN ACTIVITIES
	April
	May
	EU Experts
	Local experts
	
	

	Inception Period, Preparatory Work and Project Management
	
	
	
	
	80
	150
	
	

	0.1
	Project management
	
	
	
	
	
	
	
	

	0.1.1
	Ongoing management and reporting
	
	
	
	
	
	
	
	

	Component I:    Policy Advice
	
	
	
	
	50
	0
	
	

	I.1
	Insurance supervision and solvency standards enforcement
	
	
	
	
	
	
	
	

	I.2
	Solvency and capital requirements
	
	
	
	
	
	
	
	

	I.3
	Compulsory motor TPL insurance
	
	
	
	
	
	
	
	

	I.4
	Competition and insurance
	
	
	
	
	
	
	
	

	I.5
	Mutual insurance
	
	
	
	
	
	
	
	

	I.6
	Consumer protection
	
	
	
	
	
	
	
	

	I.7
	Tax incentives for insurance
	
	
	
	
	
	
	
	

	I.8
	Legal Framework for Life Insurance
	
	
	
	
	
	
	
	

	I.9
	Russian Accession to the WTO
	
	
	
	
	
	
	
	

	I.10
	International and Inter-Regional Cooperation of Insurance Associations
	
	
	
	
	
	
	
	

	Component II:    Institution Building
	
	
	
	
	100
	150
	
	

	II.1
	Institutional strengthening of ARIA
	
	
	
	
	
	
	150.000,00
equipment
	

	II.1.3
	Implementation of changes with ARIA
	
	
	
	
	
	
	
	

	II.1.4
	Development of IS master plan, It procurement
	
	
	
	
	
	
	
	

	II.1.5
	Study tours for ARIA officials
	
	
	
	
	
	
	
	

	II.2
	Institutional strengthening of NADZOR
	
	
	
	
	
	
	150.000,00
equipment
	

	II.2.3
	Support to implementation of changes 
	
	
	
	
	
	
	
	

	II.2.4
	Study tours for NADZOR officials
	
	
	
	
	
	
	
	

	II.2.5
	Development of IS master plan
	
	
	
	
	
	
	
	

	II.3
	Early Warning System / Statistics
	
	
	
	
	
	
	
	

	Component III:    Direct Support to Industry
	
	
	
	
	150
	40
	
	

	III.1
	Direct consultancy services – first group (20 companies)
	
	
	
	
	
	
	
	

	III.1.6
	Direct consultancy services – second group (additional 12 companies)
	
	
	
	
	
	
	
	

	III.1.7
	Publication and dissemination of results
	
	
	
	
	
	
	
	

	III.1.8
	Identification of additional companies
	
	
	
	
	
	
	
	

	III.1.9
	Seminar on Investment Financing
	
	
	
	
	
	
	
	

	III.1.10
	Individual Consultancy by international experts
	
	
	
	
	
	
	
	

	III.2
	Thematic Working Group (TWG) 
on motor insurance
	
	
	
	
	
	
	
	

	III.3
	TWG on commercial lines insurance
	
	
	
	
	
	
	
	

	III.4
	TWG on life insurance
	
	
	
	
	
	
	
	

	III.5
	TWG on internal training methods
	
	
	
	
	
	
	
	

	III.6
	TWG on marketing and agent relations
	
	
	
	
	
	
	
	

	III.7
	TWG on claims assessment
	
	
	
	
	
	
	
	

	III.8
	TWG on reinsurance policy
	
	
	
	
	
	
	
	

	III.9
	TWG on organisation and IS
	
	
	
	
	
	
	
	

	III.10
	TWG on underwriting statistics
	
	
	
	
	
	
	
	

	III.11
	TWG on combating insurance fraud 
	
	
	
	
	
	
	
	

	Cross component activities
	
	
	
	
	
	
	
	

	IV.1
	PR activities and publications
	
	
	
	
	
	
	
	

	
	Total
	
	
	
	
	380
	340
	
	


� Addenda before September 2001.


� Budget shift as of  01.01.2002.


� Budget shift as of  01.01.2002.


� Budget shift as of  01.01.2002.
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