MPOBJIEMbI U CYXXOEHUA

2 ITPOBJIEMDBI A CYKIAEHUA

YIK 368(045)

3AWMNUTA NOTPEBUTENEN N UHBECTULUMU
HA CTPAXOBOM PbIHKE: UTAJIbAHCKASA
M POCCUMCKASA NPAKTUKA*

KUPUJIJIOBA HALEXAA BUKTOPOBHA
00KMOp IKOHOMUYECKUX HayK, npogeccop kagedpsl «Cmpaxosoe deno», DuHaHcosbIll yHUsepcumem, Mockaa, Poccus
E-mail: nvk_66@mail.ru

BEJINIYYYU AHAPE*
npogeccop lMepydwuHckoeo YHusepcumema, 2. [lepydwa, Umanus

AHHOTALMUA

B 3awwmTe notpebuTenei ctpaxoBbiX yCIyr OCHOBHbIMW HaMpaBieHUAMM SBNSIOTCS BONPOChl KOPPEKTHOW aKTyap-
HOM OLLeHKM CTPaxoBbIX 0653aTeNnbCTB, POPMUPOBAHUS CTPAXOBbIX PE3EPBOB U MHBECTULMOHHOM NONUTUKK, NNaTeXe-
CMOCOBHOCTM CTPAXOBbIX OpraHU3aLMii, MHHOPMALLMOHHOFO CONPOBOXAEHMS CTPAXOBbIX OTHOLWWEHWN. MccnenoBaHuio
3TOl NpobneMbl NOCBSILLEHA AaHHAs CTaTbS.

Pabota siBngeTCs pe3ynsTaToM UCCIe[0BaHMS, BbINOMHEHHOIO C MCMOb30BaHWEM (PYHAAMEHTANbHbIX U NPUKNAL-
HbIX pabOT POCCUMCKUX U 3apyDexHbIX CNeLmManucToB. basupyeTcsa Ha CTaTUCTUUYECKMX AAHHBIX UTANIbSHCKOrO M poC-
CMIACKOro CTPaxoBOro PbIHKA, HOPMATUBHbIX LOKYMEHTaX, AaHHbIX CTPax0BOro Haa3opa, PenepanbHon ciyxbbl rocy-
[ApCTBEHHOM CTAaTUCTUKM, 3apyBexKHbIX MCTOYHMKAX. PaboTa npoBeaeHa C NOMOLbI0 METOA0B CUCTEMHOMO aHanMn3a.

B ctatbe uccnenoBaHbl BONPOCHI UTANbIHCKOW M POCCUIACKOM MPAKTMKK pelleHus npobnem 3awmtbl notpebu-
Tenei CTpaxoBblX YC/Yr B ONPEeAeNeHHbIX acneKkTax: akTyapHOW OLLEHKM CTPaxoBbiX 0053aTenbCTB, POPMUPOBaHUS
CTPaxOBbIX PE3EPBOB U MHBECTULLMOHHON MONUTUKU, NNATEXECNOCOOHOCTM CTPAXOBbIX OPraHM3aL i, MHGOPMaLMOH-
HOro CONPOBOX/EHMS CTPAXOBbIX OTHOLUEHMIA. BbisSiBNEHbI OCHOBHbIE aCMeKTbl UTANIbSHCKOrO OMbITa, KOTOpble MOryT
6bITb MPUMEHEHBI HA POCCUIACKOM CTPAaXOBOM pblHKe. MaTepuanbl paboTbl MOTyT ObITb UCMOJIb30BaHbl Y4ACTHUKAMMU
CTPaxoBOro pblHKA — KOPMNOPATUBHbIM CEKTOPOM M aHAIMTUHECKMMMU KOMNAHWUSMU Npu HOPMUPOBAHUM CTPAXOBbIX
OTHOLLUEHMI B Lensax 3aluTbl NpaB noTpebuTenei CTpaxoBbIX YCYr.

KnioueBble cnoBa: 3alimTa notpebuTenei cTpaxoBbiX YCAYr; MHBECTULMOHHAS NOMAWUTUKA CTPAXOBbIX KOMMAHMIA;
OLleHKa CTpPaxoBbIX 0053aTeNbCTB; MATEXECNOCOOHOCTL CTPAXOBbIX OPraHM3aLlui; NpefocTaBieHne MHGopMaLum
notpebutensm.
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ABSTRACT
The main areas in protection of consumers of insurance services are as follows: correct actuarial valuation
of insurance liabilities, formation of insurance reserves, devising an investment policy, raising the solvency of
insurance organizations, proper information about insurance relations. The paper examines the above-mentioned
issues. The present work is the outcome of studies performed with extensive use of basic and applied research

works conducted by Russian and foreign specialists.

This work is based on statistical data from Italian and Russian insurance markets, regulatory documents,
insurance supervision as well as data from Federal State Statistics Service and data from foreign sources. The
methods of systemic analysis proved to be an effective tool in investigation.

The article explores Italian and Russian experience in the field of protection of consumers of insurance services
highlighting those aspects of the Italian experience that can be put into practice on the Russian insurance market.

This study may be of interest for participants of the insurance market, especially for the corporate sector and
analysts involved in establishing insurance relations aimed to protect the rights and interests of consumers of

insurance services.

Keywords: protection of consumers of insurance services; investment policies of insurance companies;
estimation of insurance liabilities; solvency of insurance organizations; providing information to consumers.

n general, the market for insurance transac-

tions is characterized by asymmetric informa-

tion, both on the client and on the enterprise
side. Customers can hide their health and their
family members’ problems or pre-existing defects
in properties to be ensured. On the other hand the
insurance company can hide any critical solvency
condition exposing at risk the coverage of its obliga-
tions to the policyholders, or it may offer products
at different conditions in terms of lower coverage or
excessive payouts or fees requested to the consumer.

Being insurance companies the providers of
safety of the insured assets and the risk managers
of individuals, enterprises and public companies,
it is amazingly important that they protect their
consumers not only through fairness and trans-
parency of contractual terms but also through
their capital, financial and economic solidity and
through their solvency.

At the same time, given that main part of cus-
tomers’ saving is managed by insurance com-
panies with funds owned by them, investments
choiches, risks and yields are very important from
customers point of view.

1.COMPANIES’ SOLVENCY
AND CUSTOMER PROTECTION
A central aspect of insurance economy and pro-
duction process is the reversal of the economic-
financial cycle which means that companies col-
lect premiums in advance to meet their future
contractual obligations. This inversion assigns
to the insurance company strong responsibility
and expectations about its ability to maintain a

solvency perspective, to define products that can
in the long run cover the acquired risk, to manage
the company and the customer relationships on
fair and transparent basis.

Main focus is, of course, on product develop-
ment, which must estimate in and out cash flows
able to maintain actuarial balance for the entire
life of the contract. It is important to consider
negative technical scenarios and a worsening on
financial investments returns.

As established by regulation criteria for deter-
mining the rates must follow reasonable actuar-
ial assumptions that allow, through the estimate
amount of premiums and income earned, to cover
costs and obligations towards policyholders and
to evaluate, for each contract, correct technical
provisions (Article 5, paragraph 1 of the Regula-
tion IVASS n. 21/2008. IVASS is Supervisory Au-
thority of Italian Insurance Market). In this sense,
the technical basis for determining the rate shall
take into account the benefits under the contract,
any guaranteed interest rate, any methods of fi-
nancial and demographic profit sharing to be paid
back and any charges deducted from return on
investments (Article 5, paragraph 3 of the Rules
IVASS n. 21/2008).

The other crucial aspect is the definition of the
maximum annual rate of interest for the customer.
In this regard, IVASS expects to take as a refer-
ence the average rate of return on bonds issued
by the State (TMO) determined by constructing
the time series of monthly observations of gross
annual yield rates on Treasury Bonds (BTP) with
ten years maturity.
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Italian legislation rules very strictly the com-
position of financial instruments eligible, the rat-
ing of the acquired securities, annually approved
by the Board of Directors, fixing the exact com-
position of the types of assets in which to invest.
The respect of board’s decisions is monitored over
time by the risk manager who reports periodically
on the alignment to the implemented investment
choice and on the compliance with the regulation.

From consumer protection point of view, Ital-
ian market has a very significant share in life
products that are either directly owned by the
company (77.5% of total reserves) or otherwise
guaranteed by it, or just for the capital return or
for a minimum interest rate too. Main part of
them is represented by contracts with profit par-
ticipation by customers, or of financial products
which direct guarantees provided by the company
itself. About related reserves Italian legislation re-
quires that life reserves, including mathematical
reserves for future expenses, should always be
sufficient to face obligations and, in particular,
the future costs are evaluated by considering the
present value of the sum of administrative costs
and intermediary commissions expected to incur
in the future and deducted charges contained in
any future premiums and future financial income
coming from the investment of premiums, not re-
lated to contracts because used to finance operat-
ing expenses.

The amount to be reserved must be calculated
separately for each contract, but in case compa-
nies believe they can achieve similar results, they
are allowed to apply approximations and gener-
alizations in ratings. For the total reserve deter-
mination of the contract, companies can adopt
an implicit feedback for one or more components,
provided that the method used gives an amount
of reserve not less than that could be obtained by
calculating the reserves of the individual compo-
nents separately. It is possible to adopt a retro-
spective method if the result of that is not a lower
reserve than that resulting from the adoption of a
sufficiently prudent prospective method.

In addition, in periods of declining trends of
the returns of the assets which the contracts are
linked to, companies must assess the possible in-
tegration of the related actuarial reserve with a re-
serve intended to cover the financial risk arising
from the time lag between the period in which

the performance rate to be receded has generated
and the time at which it is paid to policyholders.

In relation to the expected economic and fi-
nancial scenarios and taking into account the
actual average duration of the portfolio, compa-
nies assess whether it is necessary to extend the
analysis of the expected performance to a period
longer than the minimum time limit. In order
to ensure a proper evaluation process in accord-
ance with the instructions, Regulation IVASS n°
21/2008 requires organizational and information
processes able to produce a joint analysis of the
assets and liabilities portfolio for each segregated
fund by identifying future cash flows and assess-
ing the sensitivity to changes in the economic and
financial environment.

In addition companies shall annually integrate
the actuarial reserve providing an additional re-
serve for demographic risk.

Even the non-life business has specific meas-
ures as far as the two main reserves, premiums
and claims. In the case of claims reserves, the
most sensitive, both in terms of evaluation and
of relevance on the balance sheet, we refer to
the expected ultimate cost based on histori-
cal reliable data. The estimate must be made
analytically, claim after claim, with the inven-
tory method and should be integrated with an
actuarial valuation carried out with statistical
and actuarial methods or systems of forecast
evaluation of costs evolution. For the claims
reserve there is a special additional reserve for
all claims incurred but not yet reported (IBNR),
that especially for some lines, can have a strong
impact on the results and on the balance sheet
of the company.

From the quantitative point of view Solvency
I will be the relevant legislation until 2015; but,
especially big companies are already arranging to
follow the parameters and capital requirements
of Solvency II and the local regulatory authori-
ties of European countries are already preparing
a full alignment of systems and control tools pro-
vided by Pillar II. The rules of Solvency II, pro-
vides, in its three pillars, operational mechanisms
and safeguards that go in the right direction to
align the stability of insurance companies with
policyholder protection through capital require-
ments and control procedures that ensure their
capital strength (Pillar 1 and 2) and a process of
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disclosure on the results, on the assets and risks
assumed.

Regard to international accounting standards
issue of disclosure to policyholders has improved.
In this sense the growing importance of the state-
ment “Other comprehensive income” can be con-
sidered as an effort to go towards greater trans-
parency about future risks and potential losses
which each company is exposed to. The statement
registers the potential gains and losses not includ-
ed in the income statement of the year, but that
can generate losses in future years.

In order to guarantee solvency, level of risk and
investor protection, IVASS introduced in 2011 a
legislation which provides that the compensation
policies of the staff and of the members of the
boards of management and control of insurance
companies are set to maintain the capital strength
of insurance companies, discouraging thus be-
haviors aiming at short-term results and excessive
risk exposures.

2.COSTUMERS PROTECTION IN PUR-
CHASING PROCESSES AND IN RELA-
TIONSHIP BETWEEN CUSTOMER AND
THE INSURANCE COMPANY
Especially since 2005, the regulation n° 551 on
March 1, introduced a legislation aiming to
regulating every step of the purchase of insur-
ance products and providing the customer with
all the information necessary for an informed
decision and putting him in equal position with
the company. The regulation of this sector has
been revived with the Regulation n° 35 of 26
May 2010.

In the pre-contractual phase the customer is
expected to be submitted an exhaustive documen-
tation, complete in all contractual terms in a way
to provide all the information necessary to take
informed decisions, and in this context also arises
attention to the simplicity and transparency of the
text. To give greater transparency to the charac-
teristics of the offer is available both for non-life
business, and for the life business the publication
of the information package on the website of the
company for the duration of each contract.

In addition, intermediaries wich interact with
customer should determine the suitability of the
product offered to the characteristics of the client
in order to ensure that the product is aligned to

his needs both in terms of the securities offered
and of the risk profile.

During the life of the contract disclosure re-
quirements are provided for both non-life and
life business and especially for the second is more
relevant to give adequate information on the per-
formances of products related to segregated funds
and unit linked products. Disclosure of perfor-
mance and changes in the value of the underly-
ing securities are data provided with adequate
information through the company website, either
through national newspapers.

Insurance companies must avoid situations of
conflicts of interest also linked to membership
of groups offering products or securities to their
customers. In the event that there are conflicts of
interest firms must operate in a manner that does
not adversely affect the interests of the client.

Taking account of technological evolution and
development of on line sales channels for both
non-life and for the life business, IVASS issued
Regulation n° 34 of 19 March 2010 which regulat-
ed the supply organization must ensure that dis-
closure and verification of the adequacy of the on
line offer provides the same protection provided
by the offer made through intermediaries.

In addition, the regulation provides an in-
formation channel through which customers
can complain heir companies about situations
in which they received a bad service or yet they
do not have solved a claim. These complaints are
reported to the company that ranks them in the
areas of process involved and it is required an “ad
hoc’organizational unit to be in charge of prepar-
ing its case, to determine whether or not the com-
plaint must be accepted, to activate or not and to
promptly respond to customers. The legislation
provides short reaction times and a reporting
system that promotes the improvement interven-
tions highlighted by the complaints received.

The sector has already had over time a number
of measures to improve the transparency, fairness,
quality of customer service and reduction of the
cost of claims through adequacy rules of supply,
the abolition of the tacit renewal of contracts and
the prediction of the annual direct compensation
from the company of the customer regardless of
its direct responsibility in damage.

To complete regulatory developments we have
to remember that a new regulation draft has
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Graphic 1: Breakdown of investment classes (%) in 2012
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issued from IVASS which will end its step of dis-
cussion on the 22nd of April 2014.

3.0VERWIEW ON INVESTMENTS

Investments choices of insurance companies in
terms of composition, yields and maturities of re-
alization are leaded by the characteristics of the
technical reserves. In that sense most part of them
are long-term and, given to the overwhelming in-
cidence of life reserves, with a conservative profile
and formed mostly by Italian Government bonds.

Investments value werein2012 €526.899 mil-
lion (+3.0% compared to 2011), representing the
87,3% of total assets. Investments in non-life pre-
miums totaled €75.641 million (+2.2% compared
to 2011) and those of the life business amounted
to €451.258 million (+3.2% compared to 2011).
In detail, total investments are composed of: a)
€335.554 million (63.7% of the total) for bonds
and other fixed-income securities, with an in-
crease of 6.2%; b) €97.521 million (18,5% of the
total) for investments related to savings prod-
ucts (with a decrease of 1,4%); ¢) €50.128 million
(9,5%o0f the total) for stocks and shares (with a
decrease of 7.8%); d) €36.916 million (7,0%of the
total) for loans and deposits (with an increase of
4.9%); e) €6.78 million (1.3%of the total) for real
estate, with a decrease 0f1,8% (Graphic 1).

Other residual items are technical reserves
of reinsurers amounted to €17.779 million,

increased by 1,3% and accounted for 2.9% of total
assets and receivables amounted to €26.462 mil-
lion (4.4% of the total), with a decrease of 1,5%.
These receivables arising from direct insurance
(€10.333 million), from reinsurance (€1.472 mil-
lion), and from others (€14.657 million).

INCOME FROM INVESTMENTS

If we pass to examine incomes from asset they
increased from 2011 to 2012 by €23.222 million
to €36.715 million with an increase of 60% and
in particular: a) incomes from non life business,
amounting at €4.005 million, are increased of 25%
compared to 2011; b) incomes from life business
related to risk products, amounting at €21.394
million, are increased of 35% compared to 2011;
c) income from life business related to savings
products, amounting at €10.776 million, are three
times that of 2011.

Analyzing the breakdown trend of income
classes by investments (Graphic 2) we can see
that incomes from bonds and other fixed incomes
have been for all the period 2003-2012 the main
source of incomes for insurance companies with
a peak in 2011 when they surpassed the sixty per-
cent of total incomes. Immediately after them we
have incomes coming from asset related to sav-
ing products and fund pension that registered in
2012 the 29,4% of total incomes and, as the third,
gain doubled their incidence from 2011 to 2012.
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Graphic 3: Trend of investments classes (million €)

¥ Saving life product and fund
pensions

® Loans and deposits

H Bonds and other fixed

income

Equity

54096 55532 56240 54976 59635 56751 54347 50128 B Real estate

2005 2006 2007 2008 2009 2010 2011 2012

Source: Ania, 2012-2013 Report

At the same time revenue from equity have been
decreasing along that period from 12,0% in 2003,
to 13,3% in 2008, to 4,5% in 2012.

This trend shows the incidence of Italian Gov-
ernment bond on results, especially in 2011, in
which yields of that bonds were very high. At the
same time the high levels of yields of asset related
to saving products and pension fund point out
the high margin gain by these lines.

If we analyze the trend of the amounts of the
classes of investments (Graphic 3) we can see that,

from 2005 to 2012, real estate had an increase of
17%, equity reported a decrease of 7%, bonds and
other fixed incomes an increase of 43%, particu-
larly from 2008, loans and deposits an increase of
10% and saving life products and fund pensions
a decrease of 29%, particularly from 2008. These
trends follow financial markets trends but show
that, in comparison with volums and percent-
age incidence, in 2012 bonds and others fixed
incomes represent the 43,2% of gross income
but the 64% of amount of asset; at the same time
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Graphic 4: Return on asset (%)
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equity represent the 4,5% of gross income but
the 10% of total investments and asset related to
saving products and fund pension represent the
19% of total investments and the 29,4% of gross
income.

RETURN ON ASSET

In terms of return on assets, analyzing the to-
tal values and the life and non-life, it is evi-
dent that the overall trend replicates that of life.
Looking at the trends in the period 2003-2012
can be seen as it has been alternating with a sharp
deterioration in 2008 due to the financial crisis
that has seen a positive return, however, for non-
life which have more counter-cyclical character-
istics, before rising values more positive return
on investment and total life and record a new
negative peak in 2011, especially in the non-life
branches, and strong improvement in 2012 in the
life and overall value.

Italian regulation provide a lot of rules and
control tools which can prevent incorrect behav-
iours by insurance companies and monitor levels
of customer protection. The specificity of Italian
companies of managing customer saving through
asset own by them focuses Supervisory Authority
attention on the stability and solvency of insur-
ance companies which are requested to maintain
high levels of capital and to follow very prudent
investments policies. At the same time for non

financial products is very important to establish
correct levels of premiums from the actuarial
point of view to face all costs emerging from con-
tract obligations. Insufficient premiums levels can
be offered when a liquidity crisis occurs and in-
surance companies need to collect high volumes
of premiums. This situation occurred during the
financial crisis of 2007-2008 when the insufficient
level of premiums caused very heavy technical
losses. As well as capital strength, it’s very im-
portant the correctness of investments policies to
minimize financial risks. From this point of view
Italian companies seem to adopt prudent criterias.

4. CONSIDER THE SELECTED AREAS
OF CONSUMER PROTECTION ASPECTS
OF INSURANCE SERVICES FOR THE
RUSSIAN INSURANCE MARKET

Undoubtedly, the protection of consumers of in-
surance services available in case of normal func-
tioning of the market on a complex of different
directions: correctly-designed and adequately
functioning legal framework, financial stability of
the market and its participants in particular, that
in turn is due to the factor system: tariff policy,
the company’s solvency, investment policy, other;
reasonable price policy; information aspects.

It seems that for consumers of insurance ser-
vices primarily relevant questions that directly
affect the quality and cost of services. This is
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Picture 1
Investments Russian insurance companies in 2012-2013. URL: http://www.raexpert.ru (23.03.2014).

actuarial valuation of the liabilities, the invest-
ment policy of insurance companies, solvency of
insurance companies and some individual ques-
tions of dumping insurance brokers, claims set-
tlement.

Basis for fulfilling the obligations of insurance
company is its financial stability. In accordance
with the law of the Russian Federation “On or-
ganization of insurance business in the Russian
Federation»' safeguards to ensure financial stabil-
ity and solvency of the insurer are commercially
reasonable insurance rates, insurance reserves,
sufficient to fulfill the obligation of insurance, co-
insurance, reinsurance, mutual insurance, own
funds (capital); reinsurance.

To date in the Russian insurance market more
attention was devoted the investment policy of
insurers: formation and placement of insurance
reserves, covering asset equity — unlike actuarial
valuations obligations to monitor the correct cal-
culations and tariff structures.

On compulsory types, for example, OSAGO
wage rates due to a currently political factors than
loss statistics. Are unhappy insurants — high
rates, difficult procedures for settlement, and in-
surers — unreasonably low tariff rates at which
this type of insurance is unprofitable by definition.

! Law of the Russian Federation of 27.11.1992 N 4015-1 (amended on
28.12.2013) “On organization of insurance business in the Russian Fed-
eration».

In March 2014 CB RF published a draft decree on
increasing tariffs on CTP for 31 regions, but again
is not defined (not known) base the calculation of
the coeflicients.

Another important unsolved problem in the
tariff policy is the lack of supervision over the
structure of tariff rates. Especially it concerns the
size commissions and the inclusion its to the costs
or the payment of the profit when commissions
exceed the load in the structure of the tariff rate.
It is clear that when insurers pay bankers to 70%
commission for the insurance portfolio, thus they
use for their own purposes of the insurance fund,
which is meant only for insurance payments.

Another important problem — dumping in-
surance companies, particularly unstable, me-
dium and small. Particularly evident during the
crisis, now to a lesser extent, but still remains. It
seems it can be solved only long-term measures
to improve insurance literacy of consumers.

Remain fairly heavy loss settlement procedures.
These issues could be solved developing a com-
mon approach to the evidence of insurance cases,
a single legal assessments of insurance disputes,
the formalization of certain procedures of insur-
ance payments. The number of failures in insur-
ance payments over the last year by voluntary and
compulsory insurance amounted 250,671 indi-
viduals and entities 68928 (number of insurance
contracts in 2013-139574405).
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Table 1
Asset structure of different insurance companies
Investments Insurance companies
large mediu_m, cap- . ip ﬁnangial )
and small in . regional industrial foreign | all
federal Moscow tive group

Bank deposits 42 22 38 31 28 26 30
Cash 15 27 23 23 25 27 24
Bonds 14 14 8 7 13 16 11
Shares 11 6 9 11 7 4 9
State and municipal securities 7 7 7 8 9 0 8
Bills of exchange 8 9 4 5 7 25 6
Tangibles 1 7 3 8 4 0 5
Contributions to the charter capital 1 4 4 4 6 1 3
Provided loans 1 1 0 2 1 0 1
Shares of unit investment funds 2 0 0 1 1 1 1
Other 0 0 1 0 0 0 0

5.INSURANCE CAPITAL AND
INVESTMENT POLICY OF THE RUSSIAN
INSURANCE COMPANIES

More elaborated are the questions form of equity
(minimum capital for Russian companies 120 mil-
lion rubles on insurance other than life; 240 mil-
lion rubles by type stahovaniya life and 240 million
rubles for reinsurance); formation and placement
of insurance reserves, covering equity assets.

The structure of insurance reserves for life in-
surance shall include the following provisions:

1) mathematical reserve;

2) reserve maintenance costs of insurance li-
abilities;

3) reserve payments reported but unsettled in-
surance claims;

4) provision of payments on incurred but not
reported insurance claims;

5) provision of additional payments (insurance
bonuses);

6) equalization reserve’.

Insurance reserves for insurance other than
life insurance include:

2 Order of the Ministry of Finance 09.04.2009 N 32n “On approval of the
formation of insurance reserves for life insurance»/

1) unearned premium reserve;

2) loss reserves:

3) reserve for reported but not settled losses;

4) reserve for incurred but not reported claims;

5) stabilization reserve?®.

The Russian legislation regulates the invest-
ment policy of insurers: placement of insurance
reserves and own funds covering assets. Nev-
ertheless, this trend is not free from drawbacks,
the most significant for consumers — poor asset
quality.

Estimated “Expert RA”, investments top 150
Russian insurers have the following average char-
acteristics:

Reliability: 2/3 investment accounts for in-
vestments rated no lower than “A +” “Expert
RA” or the ratings agencies Fitch, Moody’s and
S & P similar level, real estate and cash on hand.
Diversification: the share of the largest facility
investments on average 33% of the investment.
Liquidity: 3/4 of investments are in highly liq-
uid assets. Investments in connected parties: the
share of investments in related parties ranges

* Order of the Ministry of Finance 11.06.2002 N 51H (as amended on
08.02.2012) “On approval of the Regulations for the formation of insur-
ance reserves for insurance other than life insurance»/
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RETURN ON ASSETS AND EQUITY
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from 20 to 23% (depending on whether or not
the date of the balance sheet reporting), picture
1. About 20% of the investments of insurance
companies can be called fictitious. Five years
ago the proportion of fictitious investment was
close to 50%*.

Structure of assets of insurance companies
is markedly different depending on their size,
functional, structural and territorial factors,
Table 1, Picture 2. Currently are possible and
declared types of insurance with participation
the consumer in investment income. It should
be noted that participation happens in any
case, since the amount of insurance reserves,
respectively, and the possibility of adequate in-
surance payments defined investment policy of
the insurance company, its investment income.
Moreover, in 2012, life insurers 48% positive
financial results obtained from investments
and 52% of the actual insurance activities.
now also there is a debate about the additional
mechanisms to guarantee policyholders on life
insurance.

* URL: http://www.raexpert.ru/researches/insurance/invest_ins2013/
(23.03.2014)

6. LIFE INSURANCE; SOLVENCY AND
SOME MORE IMPORTANT ASPECTS FOR
RUSSIAN CONSUMER PROTECTION

Actual direction is to promote life insurance and,
as a consequence, increase the volume of investment
in the form of life insurance reserves. At the mo-
ment, despite the higher growth rates in recent years
(2013-160% increase in premiums), the share of life
insurance is negligibly small — 9.4% of total premi-
ums; 342 rubles per capita. In 2013, the Russian gov-
ernment approved the Strategy of development of
the insurance market. Implementation of measures
for the development of the life insurance market will
allow up to 2022 to achieve the following results:

o increase the life insurance premiums in
Russia up to $200 premium per capita;

« enhance the relationship of life insurance
premiums to GDP ratio to 1.52%;

o increase the share of life insurance in total
insurance market 50%;

o increase the volume of life insurance assets
to 1 trillion rubles — or 23% of GDP;

« expand the use of public services for life in-
surance up to 25% of the total number of people;

o achieve consolidation of the life insurance
market in 30 stable and profitable companies.
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Along with the need to solve strategic prob-
lems concerning the taxation of life insurance,
insurers “participation in the pension system of
the Russian Federation, quality control insurance
companies” assets represented the most urgent
task to promote life insurance on the insurance
market and, especially important for consumers
of insurance services — creation of the Common
registry and qualification requirements agents life
Insurance with the participation Association of
Life Insurers®.

Solvency of insurance companies in Russian
Federation defined as the ratio between the actual
and normative solvency margin, which should
be more than 30%. In other words the solvency
margin — standard value, which reflects the ratio
of assets to liabilities of the insurance company.
While the actual margin — net equity (not less
than the minimum capital requirement for insur-
ers), and normativ margin part of the insurance
liabilities.

Factual size of the insurer’s solvency margin is
calculated as the sum of:

o authorized (share) capital

« additional capital

o capital reserve

o retained profit for the year and previous years

 minus the sum of:

« uncovered losses of the year and previous
years

o debts of shareholders (participants) for con-
tributions to the authorized (share) capital of its
own shares

« intangible assets

« accounts receivable, payment terms have
expired.

* URL: http://aszh.ru/wp-content/uploads/Annual_report_ASZ_2013.
pdf (23.03.2014).

MEXAYHAPOOAHOE COTPYOHUYECTBO

The normative solvency margin by the insurer
for life insurance is equal about 5% of the reserves
in life insurance, considering correction factors
and the normative solvency margin by the insurer
for non life insurance equal to the higher of two
figures, multiplied by correction factors:

o 16% of the premiums

o 23% of the payments (mean of three years).

In recent years repeatedly raises the question
of the distribution system of solvency on the Rus-
sian market. Debatable, especially in terms of the
possibility of risk assessment and insurance com-
panies irredundancy indicators.

A few more aspects of insurance relations that
require special attention in terms of protection of
consumers of insurance services in the Russian
insurance market today: system of information
and insurance intermediaries. The main problems
associated with insurance intermediaries have
become inadequately high commissions, fraud
(falsification and operations with strict report-
ing forms, delayed transfer of funds, etc.). These
problems can be partly solved by the formation of
a unified qualification requirements for resellers.

The last edition of the law “On Insurance in the
Russian Federation” to clarify the rights and obliga-
tions of the insurance agents, insurance brokers).

Certain measures have been taken to increase
transparency. This is registry requirements of in-
surance entities (information on the name, loca-
tion, leader, members (shareholders), licenses, in-
surances, the address of the official Internet site,
etc.). The site of the insurer should be placed on
the kinds of information and rules of insurance,
insurance rates, annual financial statements, au-
ditor’s report, etc. For protection insurance con-
sumers is useful the Italian experience in infor-
mation, intelligence support of policyholders in
purchasing processes.

MpepncTaButenn pektopata ®MHaAHCOBOrO yHMBepcuTeTa — npopektop MenotoBa M.A., npopekTop No Maru-
cTpaTtype v acnupaHType foH4apeHko J1.M. u aupekTop no MexxayHaponHoMy cotpyaHuyectsy CenesHes [1.C.
MPUHAM y4acTMe B MeXAyHapoaHou KoHdepeHunn «CoBpeMeHHble MHHOOPMALMOHHbBIE M KOMMYHUKALMOH-
Hble TEXHO/IOrMU B BbiCLLEM 0O6pa3oBaHMmMy», koTopas npowwia 9-10 anpena 2014 r. B YHuBepcutete «Jla Canu-
eHLa» — KpynHenwem By3e EBponbl U cTapeiiwem yHuBepcuteTe ropoaa Puma.

Uctounmk: http://www.fa.ru/news/Pages/2014-04-15-poezdka-predstaviteley-rektorata-v-italiyu.aspx.
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