[image: image1.jpg]| nsurance
Enterprises




 U.S. INSURERS SUPPORT DEVELOPMENT OF DISCLOSURE STANDARDS 

April 26, 2005 –Page 3 of 3

	[image: image2.jpg]_—_
= GNAIE





	News Release

FOR MORE INFORMATION CONTACT: Doug Barnert

TELEPHONE: 1-212-480-0808

EMAIL: doug.barnert@gnaie.net



	U.S. INSURERS SUPPORT DEVELOPMENT OF DISCLOSURE STANDARDS

BY INTERNATIONAL ASSOCIATION OF INSURANCE SUPERVISORS

Group of North American Insurance Enterprises Provides Input on IAIS Draft 


NEW YORK, April 26 – A group of leading U.S. life and property/casualty insurance and reinsurance companies endorsed the efforts of the International Association of Insurance Supervisors (IAIS) to develop high quality disclosure standards, including standards related to investment performance and risk assessment.


In a letter to the IAIS Enhanced Disclosure Subcommittee, the Group of North American Insurance Companies said:  “High Quality Disclosure standards assist companies, regulators and key stakeholders in better understanding operating performance and in making more informed business and investment decisions.”


GNAIE, the only trade association which focuses exclusively on financial reporting and accounting issues is a provisional Observer Member of the IAIS, pending acceptance at its October Annual Meeting.


In its response to the subcommittee’s request for comments on a draft of standard disclosures concerning investment performance and risks for insurers and reinsurers, GNAIE pointed out that the draft did not describe the holistic risk analysis process that underscores the inter-relationships of risk management practiced by insurers. 


For example, GNAIE noted that companies that take little risk in their product profile might prudently take risk in their investment operations and vice versa.  Further, certain risk profiles may offset another within an investment portfolio.


“We believe that all standards regarding disclosures and investment performance measurement should emphasize that the overall risk profile is paramount and the parsing of risk and the subsequent assessment thereof, while perhaps convenient from a logistical point of view, will often lead to injudicious conclusions both by supervisors and their constituencies,” it said.


GNAIE also observed that the center of the insurance market on which regulatory requirements should focus is the consumer of insurance, the policyholder, “since it is the protection of the policyholder that lies at the heart of the regulator’s role.”  

The organization cautioned against diminishing the focus on policyholders by including a broader and more diverse group of audiences, such as shareholders, equity analysts, rating agencies and the media.  “Such a broad objective creates the risk of developing excessive disclosure that makes it difficult for each user to extract the most critical information they seek from disclosure,” said GNAIE.

It also expressed concern that disclosure requirements may require insurers to reveal proprietary information that either has the potential to be used by other insurers to gain a competitive advantage or which could be misunderstood by readers and thus have unintended, adverse consequences to the company.

GNAIE also suggested that in developing its regulations the IAIS clarify what information is to be provided at the entity level when investments are managed at a group or conglomerate level.

In addition, GNAIE commented that the draft standard does not recognize the differing investment practices of life and non-life insurers based on the diverse products they sell, i.e. long-term products, such as life insurance and annuities, and products which have either short-term or long-term loss development patterns, such as fire policies versus medical malpractice.

“Given these anticipated differences in investment management by product line, it seems appropriate to consider separate requirements by insurance product line especially with respect to the asset-liability management area and interest rate stress testing,” said GNAIE.

The goal of GNAIE is to influence international accounting standards to ensure that they result in high quality accounting standards for insurance companies and, to that end, to increase communication between insurers doing business in North America and the International Accounting Standards Board (IASB) and the United States Financial Accounting Standards Board (FASB).  

GNAIE works to meet its goals through modeling of proposed accounting standards, analysis, comment and coordination with various end users of financial reports.   Additional information can be found on the GNAIE website, www.gnaie.net.
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To influence the development of international accounting standards to ensure that they result in robust, high quality standards for insurance enterprises
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