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‘Tight rein’ for companies
under new Insurance Bill

R\ Anna Ramdass

FINANCE ~ MINISTER
Colm [mbert yesterday
piloted new  tnsurance
legislation in Pardiament
that will regulate and
keep a tight rein on the
muli-blllion-dollar  in-
surance industry.
Speaking at the Par-
liament dtting, Imben
said the lnsurance Bill,
2016 was lopg over duc
as he expressed disap-
poinment that even
with the Cl. Financial/
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CLICO cTisis of 2009,
I&T"s insurance sector
is still being governed by
woefully deficient legis-
lation which dates hack
to 1980 and which can-
not address adequately
the current emerging
risks [n loday’s insur-
ance sector.

Imbert sald, by con-
wast, the banking and
securitics  sectors  are
governed by more mod-
em Ieglslanon as the Fi-

nancial Institutions Act
and the Securities Act
were cnacd in 2008
and 2012, respectively

The minister noted
that the assets of the
insurance industry tota)
$49.4 billion as at Sep-
lember 30, 2017 and ac-
count for approximately
33 per cent of the GDP
of Trinidad and Tobago.

Combined asscts

He said assets under
managemem  for the
pensions sector iotal
$51.4 bilion and ac
count for 34 per cent of
GDP.

Imbent said the com-
bined assets of the In-
surance and pensions
sector are of the order
of $100 billion, of which
more than one- third is
mvested in sccurltics of

the Government of Trin-
idad and Tobago.
Consequently,  he

said, the imponance of
the insurance industry
is not only related to its
size but also to its in-
terconnectedness  with
other financial instiru-
dgons and sectors of the
economy.

He noted the gaps in
the existing legislation,
the Insurance Act 1980,
incdluding that it does
not require Insurance
companies In mainfain
adequate capital buffers
for the risks on their bal-
ance sheels.

Imbert said insurance
companies carrying on
long-term insurance
business are required
to have share capial

Price slides to US$65.45
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of a mere $3 million
which does not provide
companies with the nec-
cssiry buffers to with-
stand shocks or adverse
dreumstances.  General
insurance  vompanics,
he said, are required to
a have share caplial of
only $1 mitlion.

The minister said thls
has not changed since
1980 and is unaccept-
able when In today's
climate companies arc
holding milllons and
sometimes  billions  of
dollars of policyholders’
funds

He said T&T can no
fonger afford to work
with outdated, archaic
legislation.

Imben explained
several key components
of the Bil, the first of
which intends to stem
excessive risk taking
and promote good gov-
vrmance and sound risk
and capital management
practices by the man-
agements and boards
of directors of regulaicd
entities.

He said the CEO and
CFO must now sign a
statement  acknowledg-
ing the responsibility
of board of directors
and managements for
{a) preparing fnandial
statements, (b) main-
taining adequate inier-
nal controls, (c) estab-
lishing and maintaining
adequate procedures for
the settlement of daims,
and (d) complying with
prudential criteria reg-
ulations and guidelines
issued by the Central
Bank

Imposcs restrictions

In wthe BUl, he said,
it is also mandatory to
have an audil commit-
tee which will comprise
at least three directors,
a majority of whom
must be independent,
and must include one
financial expert.

Imbert said the Bill
also imposes restric-
tions on an tnsurer in
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BENCHMARK
crude slid L/5$0.35, or
0.5 per cent, to settle
a1 US$65.45 a barvel,

crude  fell

USS1.07, or 1.5 per cent,
10 close at US$68.58 a barrel

respect of the credit
cxposures that it can,
directly or indirectly,
incur to any person,
including a borrower
group, related group.
connected party or
any connecled group.
The Bill, as well, re-
quires that the board
of directors of an in-
surer  must  ensure
that there are policies
and procedures estab-
lished for transactions
with connected par-
ties and emplovees,

He said the second
critical element of the
Bill secks to ensure
robust balance shects
and adequate capital
buffers are held 1o ca-
ter for unanticipated
losses.

He said owners or
shareholders must
have a stake in the
outcome and have
“skin in the game” so
to speak.

He said the Bill will
impose standards of
market conduct on in-
surers and their sales
people in dealing with
the public and em-
power the regulator
1o revoke an insurer’s
registration where
claims practices are
found to be unfair or
there are  unreason-
able delays in settle-
ment.

The Bill will further
empower inlervention
by the Central Bank
when an insurer’s reg-
ulatory capital ratio
falls 10 a certain criti-
¢al level or below,

He said that cril-
ical level is set at 70
per cent. He said this
mandatory interven-
tion action compris-
es giving the insurer
60 days to remedy
the situation, failing
which the Board of
the Central Bank can
suspend the company
or direct the Bank to
apply 1o the court for
a judicial manager or
for winding up of the
company,

in London, while natural

us d"&%

gas dlipped US$0.01
cent 10 USN$2.85 per
1,000 cubic feet. T&T
2018 budget is based
on an average oil price
of US$52 a barrel and
an average natural gas

price of J5$2.75

The Bill also pro-
vides an cffective de-
terrent for breaches of
the legisfation via a re-
gime of improved fines
and penalties.

The Minister also
outlined the regula-
tions which will ac-
company the  Bill,
including  risk-based
capital. He sald this
requires many Insurers
to hold, in addition to
the new minimum stat-
vd capital of $15 mil-
lion, additlonal capital
commensurate  with
their risk profile and
will result in hundreds
of millions of dollars in
additional regulatory
capital. Every insur-
cr will be required to
maintain a regulatory
capital ratlo of at least
150 per cent,

Consumers should
educate themselves

Tabaquite MP Suruj
Rambachan said he
fully supports the leg-
islatlon and called on
consumets (0 educate
themselves more and
exercise their right to
say no and ask ques.
tions as it relates 1o in-
surance premiums.

“l make no apology
for supporting what
others may describe as
draconian  legislation
in terms of the fines
and so on that are im-
posed for breaches of
this Act...because con-
sumers have suffered
tremendously ar the
hands of insurers In
this country,” he said.

He also shared that
he was given a quote of
$12,000 for insurance
recently and when he
said he will take his
business  elsewhere
that rate dropped to
$7.300

Rambachan ques-
tioned how are these
rates regulaied and
whether the high pre-
mivms people pay
are actually worth the
prices quoted.
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