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'SECGTION 1: INTRODUCTION

1.1 . QED Actuaries and Consultants (QED) have been asked by FIRST -
’ Inifiative - (FIRST), 'and 'subsequently the World Bank (when FIRST
became a subsidiary of The World Bank) to assist the National Insurance
Commission of Rwanda (NIC) in terms of strengthenlng thelr superwsory
capacity.

1.2 This report is an updated version of the draft report sent to the NIC and
© World Bank on 7 December 2006, and incorporates the comments.
received to date from the NIC and World Bank.. We are awaiting
comments from the National Bank of Rwanda (BNR) and will include
_ these in the next update :

1.3 The report contalns our updated findings after a nu
‘to Rwanda and our recommendatijons in terms of t

~ Regulations and Regulatory: Forms f
insurance business. :

1.4 This report should be read in conjt
- Reference  (TOR) "entitled Financi
initiative (Rwanda: Strengthe

- and budget alloca
changes to the projec

onference with Mr Cralg Thorburn and
the World Bank on 13 March 2007 when we
vait the World Bank's further comments .on
axpect to receive oncé Mr Craig Thorburn has
C, BNR and p0331bly other stakeholders in Rwanda:

1.5

the second draft enclosed with this report

1.7 In compiling thIS report, we have relied on the experience we have

' gained around Africa and in other parts of the world. We have also taken -
into account the insights and the draft insurance law provided to us by
“the NIC and some discussions with industry players in Rwanda. -
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" SECTION 1: INTRODUCTION

1.8

1.9

. Ghana:
" o - Mauritius.

- We also mcorpora

Aﬁer analyzmg the original’ draft insurance. law - prowded to us and

“considering the alternative supervasory and regulatory frameworks in

Africa, we have used (with permission from the Financial Services Board

. in- South Africa) the South African Insurance. Acts, Regulations and

Forms for long and short-term insurance as.a base on which to build our

‘recommendations. This approach is motivated by the fact that the South™

African insurance legislation is amongst the best available in Africa and
was updated and completely re-written as recently as 1998 with the
express intention - of meetlng world wide best practice. = We have,

however, tailored the ~South African documentation and our .

recommendations significantly to be. appropriate
Rwandan insurance market and aIso incorporate

others, the f'ollowingfcou;mtries:

e Tanzania;

*  Kenya; and, .

provided to us by the N:‘
NIC, Capital,

ome wordlng changes within the Act once the
nated into the BNR.

Insurance Acts more flexible (following

e made the
ents from the World Bank) by moving prescrlbed dates, times,

_amounts and' conditions which may vary in the future to the

Regulations rather than keeping them embedded in the Insurance
Acts (whlch can be more difficult to change)

e The minimum solvency requirement for short-term insurance was
updated and improved.

- e The minimum solvency requlrement for Iong-term lnsurance was

E shghtly reﬂned
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SECTION 1: INTRODUCTION

e« The offences and penalties: in the. Lohg-Term and ' Short-Term
- - Insurance Acts were explained in detail in.the Regulat:dns together
with specifying the monetary amounts in the Regulatlons rather than
- the Acts. :

1.12 _ While all our recommendations are included in the draft Act, Regulations .
" and Statutory Returns, we have highlighted some of the more important
recommendations in this report = for completeness. These
recommendations are contained in the following sections: '

"« Section 3: A draft Code of Ethics:

»  Section 5: Minimum capital requirements; - |

e - Section 6: MinimUm solvency- requirements;
e Section 8: '

.o Separating long and shortt
1 January 2010;

o A functioning and af
e Section10:.
Q

for ~ long-term insurers and

for short-term - insurers and

"1.13  This report also looks briefly at the following items:

‘o Process foiIoWed to interact with the NIC and prbduce this report
and the accompanying draft legislation (Section 4);

©  The insurance industry in Rwanda (Sectlon 5) ‘and,
e The operatlon of the NIC (Section 7)

1.14 There are a number of |tems where further consideration may still be
~ required, mcludmg -

e Exclusmn clause for suicide; and,
. Posmble need for actuarlal reserves in short term insurance.
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SECTION 2: RELIANCE AND LIMITATIONS

21 . This report and the opinions contained hereln are subject to (but not
- exclusively to) the fol!owang reliance and I[mltatlons

2.2: In compiling- thIS report we have’ relled on the mformatlon prowded to us

by the National Insurance Cominission of Rwanda. We have relied, lnter—
alia, on the followmg sources of mformatlon : :

s Audited flnanmal statements of the insurance compames in Rwanda;

e Copies of the existing law supplied by the NIC

¢ Copies of the orlg[nal proposed insurance . Iaw and regulatlonS'

supplied by the NIC- (essentially a copy of an
Ghanalan Iaw) ‘and,

2.3
drawn up our recommendatlon
Regulatory Forms from an actuz
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SECTION 3: SCOPE OF REPORT

31 This is the secohd draft report (the first draft report wae d.ated

- 7 December 2006), besides the monthly reports referred to in Section 1,

"that we have compiled for the NIC, BNR, FIRST and World Bank. The_
specific reqmrements of this report contalned in the prOJect terms of
reference and’in the work plan, are:

i) Submlt a report to the NIC, FIRST Initiative and the World Bank with -
‘advice -and recommendations for the drafted :nsurance law with
' regulatlons (Phase 1.4 of the work plan): :

i) Developing regulatory forms and returns for short term insurance
‘business (Phase 1.5 of the work plan) -and, :

iii) Developing regulatory forms.and returns fo

m insurance
busaness (Phase 1.6 of the work plan) o '

3.2 The requwement to subm:t regulatory
within 8 months from the end of the

* of the draft Long-Term Irisurance Acté

“of the draft Short-Term Insure
sectlon 84 of the draft Long~Te

:mendatfon) can be varied through- - |
fsubmissron (|n|t|ally annual)

orms and certiflcates for long and
ppendix| . to L) since our’
urance law for Rwanda requires this (e.g.

nd Short-Term Insurance Acts refer to the
tration as an insurer and to the registration

3.3 We have mcluded sam
. short-term

_of the draft Long-Term Insurance Act and section 66 of
-Term lnsurance Act refer to the requirement to apply for -

by the Nlb if successful wrth the apphcatlon)
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' SECTION 3: SCOPE OF REPORT

. 3.5 Although not in our original TOR, we have also included our draft

‘ -recommendations for a Code of Ethics and Practice for insurers,
intermediaries and other insurance practitioners in -Rwanda. . This is
found in Appendix S. We have used the Tanzanian Code of Ethlcs as a
base on which to build our recommendations (with the kind permission of
the: Tanzanian insurance regulator) and believe that ".our
recommendations for a Code of Ethics are reasonable given the stage of
development of the. Rwandan insurance market. This Code of Ethics
can, following comments from the industry and other related players, be
changed and refined and included in the final insurance legls!atlon - |f
need be. -

3.6 Developlng insurance Ieglslatlon and regulatory
- - very fluid (and inter-active) process. Given changes to
. has been less mteractlon (with industry) I

: _ result in
:0f the process. - Once we
I _‘ls!atlon and forms we -

some additional revisions prior
have received further comm
will be more than happy to m
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SECTION 4: PROCESS

4.1~ Our first step in terms of this- pro;ect of strengthenmg the supervisory
'~ capacity of the NIC was to ensure that our understanding of the terms of
reference and the NIC’s understanding was the same. After holding
“discussions with the relevant staff at the NIC, we were able to get clarity
* on their needs and expectations, which we factored |nto the work plan for

~ this pl'OjeCt | :

4.2 The NIC also prowded us w:th the origlnal draft insurance law and
" regulations to use in our recommendatlons as well as their views
thereon.

Rwandan insurance
nd written
e from the
) and

4.3 In order to obtain a good ‘understanding of th
~ ’'market as a whole, we have also, through d
requests, obtained financial accounts and market know

NIC of the current insurers (i.e. Sonarwa Soras Corar a

4.4
- ancial Sector Development
‘anmal sector (including

-~ to meet up: With t
creating a super\nso

prmcrples of insurance from the Intematlonal
nce Supemsors (AIS) in our recommendatlor_as on

was factored and tailored into our recommendatlons on the insurance
law, regulations and regulatory forms for Rwanda insurance market and
NIC .
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SECTION 4: PROCESS

4.7 To date, we have undertaken 3 off[ma] trips and 2 unofficial trips to Kigali -
(Rwanda) to meet up with the NIC, BNR and some industry players The
dates and purpose of these tnps are listed below -

- OFFICIAL TRIPS

20 Aug 2006 —~ 6 Sept 2006 . Inception Phase _ ' o
24 Sept 2006 — 1 Oct 2006 Training requested by the N!C and meetmg :
' _ . ' - with lead consultants on FSDP project §
21 Jan 2007 — 26 Jan 2007 Training requested by NIC & Meetmg with the
: ‘ ‘BNR )

UNOFFICIAL TRIPS , .
During November 2006 Basile Worou met with-

: ; ' discuss. our.draft recom
bu3|ness in the reglon

During March 2007

R\FrancoAfrica\RWANDA\Draft (2) Report Apr 07\Reporf\002 Rw Ins Law, Regs & forms ns.doc Page 10 A/ j ’
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SECTION 5: INSURANCE INDUSTRY IN RWANDA

5.1 The insurance industry in Rwanda is currently regulated by the NIC.:
However, we understand a law will soon be promulgated that-will move
the regulation from the NIC to the BNR, and that the NIC will be

. ‘amalgamated into the BNR. This has a direct bearing on the project and
we await further direction from the World Bank reg‘ardrng the implication
“of this change on the project TOR. The industry is regulated- by the
existing Insurance Acts (Law No. 01/2002 of 17/01/2002 modifying Law-
Decree No. 20/75 of 20/06/1975 relating to insurances in general and
Law No.. 18/1982 of 25!05/1982 relating to cond;tlons of operating |
~ insurance companles) . '
5.2 The NIC is, through this project, in the process of putting together up to .-
- date. and relevan‘t Insurance Acts and Regulatl g

5.3
o currently
m insurance bus:ness

composites writing both long-t
Their current market share is a
' Sonarwa (50%);
‘« Soras (30%);
o Corar (10%); an
Cogear (10%). '

54

:‘kinsurance side, it is our understanding fhét the majority -
. business written is savings products (approximately

rm insurance side, it is our understanding that the majority '
ritten is motor insurance (approximately 75% of the short-

: by premium volume) This is mainly due to the fact that
motor insurance is compulsory in Rwanda.

5.7 There is no stock exchange |anwanda ,and'. most insurers invest in -
. treasury bills, bank deposits and property. :

- 5.8 * There is o firm of actuarial consultants based in Rwénda'.

-5.9' The 4 insurers’ representatives meet up'with' the NIC on a monthly besis
and the Broker Houses meet up with the NIC once every quarter.
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‘ SECT]QN 5: INSURANCE INDUSTRY IN RWANDA

5.10 - The insurance mdustry currently presents its results usmg generally

511

. we give further motlvat

512

5.13

~ RWF 1,000 million for a long-term
" insurer writing both Iong-term

‘be required to legally separa
business by 1 January 2010

accepted accounting principles (Rwanda). We have structured and
designed the regulatory forms that we are recommendlng in such a way

that, when implemented, they will start moving the insurance industry-in_
the direction of complying with International Accounting Standards for
insurers and International Reporting Standards for insurers (IFRS 4) as
well as internationally accepted solvency standards. Our approach is -
only. the first- step in the process of full compliance to international.
Accounting and Reporting standards, but we believe it to be appropriate -

for the stage of development of the insurance market in Rwanda. |t will
take many years to move to “best practice” enviro
that in, say, America or Europe.

respectively and RWF 2,000 mllllon fi

4 January 2010). We are also rec

actual consulting experience:
long-term insurance side and t

S ' Asset less

Asset Liability _ Liabilities
45197 1266 10,187 9,687 500
2834 . 1718 7,934 7433 = 501
604 1564 - 2343 1926 . 417
913. 264 1385 973 412

g that lhe minimum capital'required for insurance ¢ompanies is RwF 500 million.

The insurers currentiy write much insurance business on credlt and we

are recommending that these debtors not be included in the assets

admitted to determine the solvency of an insurer in as much as all

‘outstanding debtors’ (more than 12 months old) will be disregarded in

determlnlng the solvency of an insurer. This WI|| be an important change.
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SECTION 5: INSURANCE INDUSTRY IN RWANDA _

514

5.15

e Equities;

" 'portfollo)

Our understandlng is that the insurers do not currently make provision for
incurred but not reported (IBNR) claims for. short-term insurance

business and we are recommending that allowance is made for this in.

future, in line with sound actuarial principles. We recommend that the
actual technical calculation of IBNR ‘be left to the company or its
consultants to determine and do not propose setttng a specific method in
law. :

‘ Most of the znvestments made by the insurers in Rwanda are currently in
treasury bills, deposits or property. This is the result of the limited
_mvestment opportumtles and has been factored

d tallored info. our

Long-term securities (|

rance busmess written. outSIde Rwanda.’
mpanies and the insurance regulator.

Thls provides
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- SECTION 6: SOLVENCY REQUIREMENTS

6.1

62

6.3

One of the key responS|b|l|t|es of any regulatory body is to ensure that

the insurance companies which they regulate are in a financially- sound

condition and to take the relevant actions when this is not the case. In

addition to regulating the various operational procedures of a company,

~ the three key areas that are normally monitored with regard to solvency

are:
e The value placed on the technical and insurance Ilabsiltles of the
©insurer; )

¢ The value placed on the lnvestments (assets) backmg the I|ab|]|ties
-and

~ assets exceed the Eiablhtres

For any set of solvency regulations_

urthermore the required

ts wrll be costly for the compames to perform. Often the
Ezcated methods do not add enough value to Justlfy the

_may net hlghhght !mportant risks. that should require addltlonal
solvency capital and could Iead to the downfall of a company..

equrrement should take_' '

-« The available expertise m_the market is often a constraint. It is not

always practical to impose solvency calculations requiring a high level
of technical skills if the market does not have access to the necessary '

N skulls
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SECTION 6: SOLVENCY REQUIREMENTS

6.4 We have considered each of the three elements mentioned above
. (assets, liabilites and solvency requirement) for the Rwandan insurance
market. Our recommendations, which are incorporated in the Acts -
(Appendices A and-B) and the Regulations (Appendices C and D), have '
‘been handled separately for long and short-term insurance business.

65 We are recommending that the liabilities (long-term insurance) are
calculated annually by an‘actuary using generally accepted actuarial
techniques and principles and that the assets are valued at fair vaiue (i.e.
the audited value from the accounts) but that there are limits on how
"much of an asset is admissible for: solvency purposes (this is set out in
the Regulatlons) -

6.6 A summary of the general limitation of assets (i.e. a ,mzssnb:llty cnterla for
long and short-term msurers) is as follows" '

Asset Type
.Equitles '
Properties
‘Long-term securities
Treasury Bills and deposits-.

~ Cash and balances

" Fixed Assets
" Other Assets

uarial liabilities plus the minimum solvency‘
unt of assets) calculated. in terms of the

e of “"-t*he actuarial liabilities plus the minimum _ soivency
t (addltlonal amount of assets) calculated in terms of the

hall be dlsregarded an amount WhICh remains unpaid after the
explry of a period of 12 months from the date on which it became due
}and payable :

6.7 We are recommendlng that the solvency requirement for Iong~term
insurance business is calculated on an additive and relatively simple (but
not simplistic) basis, with an absolute "minimum of RWF 140 million,
which takes into account fluctuations in the main area of risk for a long-
term insurer, namely fluctuations in investments, mortality, morbidlty _
annu:tles and expenses (see Sub—sectlon 8. 10 and 6.11). :
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SECTION 6: SOLVENCY REQUIREMENTS

6.8 We. are recommendlng that the solvency requurement for short-term
- insurance busmess is ca[cutated on the basus descnbed below:

a) The mmlmum'solvency reqwrement of a short-term insurer is to be .
calculated on the calculation date as the sum of the liability risk
amount (sub-section 6.8(b)) and the  investment risk amount
(sub-section 6.8(c)) but with a minimum of RwF 140,000,000 or such
smaller amount as the Commissioner may, in a partlcular case for a

7 determ;ned perlod approve in wrltlng

b) Liability risk amount =__«/A2 +B2 +C*, where:

" A = 20% of the net premium income over th pést

B

Il
wl
®
@)
o,
=
=
D

-
D
<
O
| o
[72]

g
(2]
o]
-~
w
D
P
nej
D
jon |
w
[0)]
w
o]
-
-

C 30% of the average
- .last 3 years.

c) The investment risk amou

" the equity risk amou

amount  (sub-section 6

~ (sub-section 68(0)(!“) al

), the property risk
securities . risk amount

short-term i insurer at the date of calculahon

" iv). "For bonds (or ,treasury bills and loans) with more than one year
to maturity, the securities risk amount is calculated as 15 per -
cent of the value of the securities portfolio backing policy
liabilities of the short-term insurer at the date of .c_alculatioh; and,

-v) The cash risk amount is calculated as zero pef cent of the value -
of the cash portfolio backing policy liabilities of the short-term
insurer at the date of calculation. -
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~ SECTION 6: SOLVENCY REQUIREMENTS

8.9 The rationale for the abov'e compon_ents is as follo_ws:
_ a) Minimum

Ensures that there are some funds available so that the insurer can‘
continue to operate for a short period should things go wrong;

" b) ~ Premium income

The premium income is directly related to the volume of busrness
and current risk exposure of the insurer’s portfolio;

c) Expenses

' This componenf is to ensure that |rrespect1ve of th volume of

- d) Outstanding cla:ms

The level of outstandin
premium income (for

fer related to the outstandlng Iiability
usiness. This is .captured by this

mending that the solvency requirement for long-term:

-6.10 W
C iness is calculated on the bas.ls described below (an

e The minimum solvency requirement of a long-term insurer is to be
calculated on the calculation date as the sum of the fluctuation risk
amount (sub-section 6.11) and the investment risk amount
‘(sub-section 6.12) but with a minimum of RwF 140,000,000 or such
smaller amount as the Commissioner may, in‘a particuiar case fora -
determined period, approve in writing. -
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SECTION 6: SOLVENCY REQUIREMENTS

6.11 The fluctuation risk amount is the sum, on the calculation date, of the
" mortality risk amount (sub-section 6.11(a)), the morbidity risk amount
~ (sub-section 6.11(b)), the expense risk amount (sub- sectlon 6. 11(0)) and
“the annmtant risk amount (sub- sectlon 6.11(d)). '

a) . The mortality risk amount is calculated asf%-fp, where:
p = Estimated annual mortality risk premium net of investment,

expense and ‘profit margins -on the valuation basis or
- expected strain (net of reinsurance);

ulated as—, where: -
3n

' ufty portfolio on theAvaIUatior‘l

unt (sub:section 6.12(a)), the property fisk amount
the securmes nsk amount (sub-sectlon 6.12(c) and

- b). The property risk amount is calculated as 10 per cent of the value of .
‘ the property portfolio backing pollcy I:abilttles of the iong~term insurer
at the date of calculation;

c) For bonds (or treasury bills and Ioans) with one year or Iess to
maturity, the securities risk amount is calculated as 5 per cent of the
value of the securities portfolio backing policy I|ab|I|t|es of the short
term insurer at the date of calculation;

Ri\FrancoAfrica\RWANDA\Draft {2} Report Apr 07\Report\002 Rw Ins Law, Regs & forms ns.doc . - Page 18/V
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" SECTION 6: SOLVENCY REQUIREMENTS =

d) For bonds (or treasury bills or loans) with more than one year to
maturity, the securities risk amount is calculated as 15-per cent of
the value of the securities portfolio backing policy liabilities of the
short term insurer at the date of calculation; and, :

e) . The cash risk amount is ca!culated as zero per cent of the value of . .
the cash portfolio backing pohcy liabilities of the long—term insurer at
- the date of calculatlon '

6.13 We are recommendlng that “for long-term insurance - business, a
contingency margin is calculated by an actuary in line with actuarial
practice and that in short-term insurance business, a contingency marg;n
“be set of at least 10% of net premlum incorme over ' '

6.14 'lPIease note that we have allowed for the division of insur.
-fot[owing categories/classes:
. Mo'rtality Risk;
«  Disability Risk;

Expenses;

ations may be too drastic to implement
‘recommend a transition period to phase in

6.15
he Iong~ rm and short- term insurers. We propose the
n period structure:

%. of Formula Based'
Requirement

RwF 140,000, 000 _ : . 15%
RwF 140,000,000 _ 35%
RwF 140,000,000‘ : N 75%
_ RwF 140,000,000 ' 100%

" *This is a percentage of the minimum statutory solvency requirement as'deﬁned in Part 2 of the

. Long-Term and Short-Term Insurance Regulations, but with at least a minimum as listed above.
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'SECTION 6: .SQLVENCY REQU[REMENTS

6.16 The purpose of a éo!vency‘regirhel is to protect the interests of the
policyholder.  This is aided by implementing the following when
necessary (as per-our proposed draft Long and Short-Term Insurance
Acts) ' L . _ :

» ‘The Commlssmner must, at all times, ensure that remedtal actionis
taken and a plan put into place to rectify the situation should the -
insurer cease to be in a financially sound condition, as set out in
section 38 of the Long-Term [nsurance Act and section 37 of the
Short -Term Insurance Act.

premium rates and commissions; and obtain 2
‘to certify that the premium rates and commlésmn a
_sound as set out in section 40 of the Long-Term Insur;

- actuarially
ce Act and -

plan that -
ommissioner, as set out in.
m Insurance Acts. .

gamation and transfer of long-term_ ,
le, obtain a court approval, submit -
1d, comply to the conditions of an

- or short-term ing
~ an application t
- approval, to be in.
~in Part V¢ '
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. SECTION 6 SOLVENCY REQUIREMENTS

6.17 Itiis useful to see how the proposed capttai requurement compares W|th
other Afncan countries. The comparison follows:

. . : . Capital R_equirenienfs
- Country - lLocal Us$ Requirement specifications -

o . chrrency {approximate) ) }
Bofswana BWP2m . US$321,838  Minimum capital requirement for either short-term
. . o or long-term ingurance business. o
Ghana . GHCY,336m US$1,000,000  Capital requirsment for either long-term or short-

ferm insurance business.

Capital requirement for a composite company is

an amount equal-to the value of its liabilities plus

- . 15% of its assets. .

. Kenya ] KES50m US$726,744  Capital reqmrement for -long-term insurance
‘ : business. -In & deposit of KES1m

(US$14,535) admitted assets,

whichever is th be lodged with the
o . GCentral Bank. :
KES100m US$1,453,488 Capital requiremgnt - for 5|
: business.. In addition, a de
(US$58140) or 5% of

rt te:m insurance

KES150m

-In add|t|on a deposit of KESSm '
or 5% of admitted assets;
S the h:gher must be lodged with the
Mauritius = MUR25m Minimum cap eqmrementfor long-term, short-

em and - cormposite” insurers.  In addition a.
deposit of MURSm {US$251,869) is required in
either cash or government bonds for both long-
term and short-term companies, and double that
- amount for composites.
Capital requirement for long-term and short-term
nsurance business if only one class of business
is written.  In addition short-term insurers’ are
required to deposit with the treasury an amount
or securities having an aggregate value of not
less than NAD 50,000 (US$7,000). Composite
insurance business is riot permilted in Namibia.
Capital requirement for long-teim and short-tarm
insurance business if two or more classes of
business are written. In addition - short-term
insurers are required to deposit with the treasury
an amount or. securities " having an aggregate
value of not less than NAD 100,000 . °
(US$14,000). Composite insurance business is
not permitted in Namibia. k
Capital - requirement for long- Herm insurance
: ~ business. .
NGN3b US523,419,204 Capital requirement - for short-term insurance -

Namibia

US$15,612,802

) business. ) .
NGN5b US$39,032,006 Capital reqmrement for compaosite insurance:
© business. :

For new companies, 50% of the minimum
prescribed paid-up share capital must be
deposited with the Central Bank on application.
On registration, 80% is returned with interest.
Emstmg companies had to deposit 10% of the
minimum prescribed pa|d up share capital with
: " the Central Bank.
- Rwanda RwF1b* US$1,830,731  Capitat requirement If only one class of business
' : ’ : is written (i.e. either long-term or short-term
insurance business, not both).

" RwF2b* US$3,661,461 Capital reqmrement if a composite insurance
: - ‘business is written (i.e. both lorig-term and short-

term).
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~ SECTION 6: SOLVENCY REQUIREMENTS. |

Capital Requrrements '

. Count_ry. . Local

‘ Requirement specrfrcatlons
Curréni:y. {approximate)
South Africa ZAR10m US$1,388,407 - Minimum capital requirement for ‘long-term
insurance business is set at a level of 13 weeks
operating expenses or ZAR10m (US$1 388 4073,
. whichever is greater.
- ZARSmM US$604,203 . Minimum level of pard-up capital for short term
o - : insurance.business. The actual amount required
would depend on ‘the volume and type of
business to be written, as shown in the business
: . ' : plan.

Tanzania TZ8500m US$397,298  Capital reqmremant for long- term insurance

' ) business.
TZS250m US$198,649 . Capital requirement for sheri-term insurance

‘ ' business.
TZS1b . US$794,597 ° Capital requirement for composute insurance

' : business.
) yired to transfer not
d profits to either
a capital reserve
‘of increasing the
s are reguired to

Zambia ZMK500m us$120,773

The
Registrar quires a minimum of ZMK1b
(US$241,546 oth long-term and short-term
insurance business. The new limit will be
included in the insurance regulations once they |

* Recommended. :
- The exchange rates used to ap|

Regulators and the World Bank.

are issued (as at December 2005). _

rement amount in US$ are the rates as published

‘The minimum solvency reqwrement was set at RwF 140 maliion We
have doubled the current requirement capital from RwF 500 million to
RwF 1 billion. This is motivated from our discussions with the NIC to
date, as well as allowing for inflation on the RwF 500 million.
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SECTION 7: OPERATION OF THE NIC (TO BE INCORPORATED UNDER
BNR) |

7.1 Although each insurance company is responsible for its policyholders
' (and their benefits), the ultimate responsibility for the long-term health .
and well being of the insurance industry lies, to some degree, with the
‘regulator.  Therefore, it is important that the regulator has the necessary
‘structures and procedures in place to effectlvely regulate the Rwandan .
insurance mdustry '

7.2 'As the regulator, “ the N!Cs (to be lncorporated under the BNR)'
: responsibilities currently mctude inter alia:

» Setting the licensing requirements for new insura

. Establishing appropriate '6apita[ requirementS'

. Establlshlng and monitoring appropnate solvency re
insurance companies;

. Taklng appropriate remedlal actlo n solvency requ
- not met; : ' -

= Making recommendation
insurance companies;

place that can be (and are) followed
wn, merge or start-up; :

. standards of actuarial ‘advice given to

dustry is only one step towards properly regu!atmg the
ce the structures are in place it is imperative for a regulatory
sure that it recruits and maintains good quality staff. This will
help ensure the continued and effective regulation of the industry.

74 The qualifications of the staff of the NIC shoutd cover at least the
following fields: -

s Accountancy,

¢ . Actuarial; and,

¢ Legal (including taxation).
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SECTION 7: OPERATION OF THE NIC (TO BE INCORPORATED UNDER

BNR)

7.5

76

77

'Clearly it would be preferable that an actuary and a chartered accountant‘
" be employed by the NIC. However, the lack (and cost) of actuarial

expertise in Rwanda may well mean that an actuary may not be available

is imperative that staff members with. some actuarial fraining and
knowledge are employed. These staff members can then be guided by

' appropriate external actuanal consultants..

.for employment .(or if an actuary is employed, he/she may be enticed. -
~ away from the NIC to join one of the insurance companies). However, it

In order to ensure that there is not a hlgh turnover of staff wzthln the NIC '

(or BNR), we recommend that the NIC (or BN uld take the

approach of paying htgher (market related) salaries to fewer employees
ow market)

(Ms. Chantal) worklng at the
provided to us by the NIC is

Qualification .

B. Management

B. Com, MBA

' B. Economics -

B. Sc (Mathematics)

Ms.Ingabire. . = B.Admin and Finance
Mr. Karamuzi " B. Sc (Physics)
Public relationship and  Mr. Munyarugerero B. Journalism and
communication officer - . communication
" Directorof Legal =~ Mr. Gafasha LLB
Services AR L o
Administrative assistant Ms Tumuheirwe ‘ 'Certlflcate in Busmess
. : Education
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SECTION 7: OPERATlON OF THE NIC (TO BE INCORPORATED UNDER

B BNR)

78

7.9

Adequate funding of the NIC (or BNR) by external sources or by the
insurance industry (both insurers and intermediaries) is. critical for

effective  insurance supervision. At present an investigation into the .

funding of the NIC (soon BNR) is not part of our TOR, but we would

~gladly perform an investigation were the TOR to be amended.

‘We understand that Ieglslatlon will soon ‘be passed that will move the B
responsibility of insurance regulation within Rwanda from the NIC to the -

Central Bank of Rwanda (BNR) and the NIC will cease to exist in its
current form. The key contact people at the BNR are the Governor (Mr
Frangois Kanimba) and the Vice Govemor (Ms Col ;
We met with them in person in January 2007, in Klg” and gave them an
overview of the project to date, and they are walttng for the legislative

~ changes to take effect before moving further on this pro;e;ﬁf Followmg -
. the teleconference with Mr Craig Thorbur
 the World Bank on March, 12" 2007, M

e project (that is, what is
in Rwanda and how to
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- SECTION 8: INSURANCE ACTS

8.1

After analyzmg the onglna! draft insurance law prov:ded to us and

consu:ienng the alternative supervisory and regulatory frameworks in

. Africa, we have used (with permission from the Financial Services Board
in South Africa) the South African Insurance Acts, Regulations and Forms

for long and short-term insurance as a. base on which to build our

" recommendations. This approach is motivated by the fact that the South
African insurance legislation is amongst the best available in Africa.and .

. was. updated and completely re-written as recently as 1998 with the

8.2

_ear[y draft of the Ghanaian Law)

express intention of meeting world wide best practice. We have, however,

tailored . the South African documentation and our recommendations

significantly to be appropnate and relevant to the Rwandan insurance

insurance legislation that the NIC provided to us (es._:_i 4nt|aE
Furthermore,
following countries:
® Tanzan_la,
e.  Ghana;
. Kenya; and
. I\/'Iauritius;'

sa coneequence of the signific_ant

insurance.
their short a

ance businesses into separate legal entities
conssstent with world trends and has the

QED consults extensively on long-term insurance business in Africa and

~ our short-term insurance consulting practice is expanding. Based on our

experience over many years we have found that it is vital to separate the
long-term and the short-term insurance business. We have found that
regulatmg the returns of a composite business. can leave room. for
companies to hide things and can result in confusion for the Regulator,
as proper mterpretatlon and ensuring that both the long-term and short-
term books are in a financially sound condition is not necéssarily easy.

-term insurance, we recommend -
that "there be separate cts for short-term’ and long-term
:  recommending that composite insurers separate

. Ri\FrancoAfrica\RWANDA\Draft (2) Repert Apr 07\Reporf002 Rw Ins Law, Regs & forms ns.doc . ' Page 26




SECTION 8: INSURANCE ACTS

‘We have seen instances where insolvency of either the long-term or-
-short-term insurance business has been hidden as a result of the
business being amalgamated for reporting and operational purposes.
This has even extended, to some instances, where both portions of the f
 business have been .insolvent; however, creative accounting in terms of .
filling in the regulatory forms, has made it appear that this is not the case.

A distinct problem of the composite route (and indeed of one set of
regulatlons) is that should one of the short-term or. long-term insurance

. companies become insolvent, the policyholders in the other company
lose their protectlon and will be rmpacted by this. :

The following African countrles have two Acts: .

ve that separate Acts for long-term and short-term
opropriate for Rwanda.. We have noted that.the NIC
Act, and we are able to combine the drafts into one Act if
ver, we recommend agalnst this. : -

~ Association of Insurance Supervisors. Although these pnnmples do not

" prescribe ‘that. Iong—term and short-term insurance must be legally
separate we believe it is approprlate for- Rwanda (see our motlvatlon
above) :

‘84 We have tallored our recommendations to be relevant for Rwanda. We
realise that there will, inevitably, be resistance to some of our
. recommendations and consequently, the final outcome will be somewhat
* different to the draft and some reoommendatrons may only come into
_ place in 2, 5.0r even 10 years. time. > '
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SECTION 8: INSURANCE ACTS

8 5 ‘We recommend that there be an Adwsory Committee for both Iong-term'
“and short-term insurance which may, on its own initiative, or at the request

8.6.

8.7

8.8

'sufficieht‘ and have broadly categorised the offenc

of the Minister or Commissioner, investigate and report or advise
concerning any matter relating to long or short-term insurance. We

Vbelleve that an Advisory. Committee is legislative and W|II enhance the

supervisory capacﬁy of the Regulator.

We recommend that the NIC (or BNR) has a functtonmg and
approachable appeals board to hear and decide on appeals brought to it

in terms of the long and short-term Acts.

We believe that the proposed monetary or imprisonment: penalt;es are

certain circumstances, prohibit an_ insu
business as specified in Part 1l Sectio

e ‘Partll

o Partlll

o Partl

ness practlce polrmes and pohcyholder protectlon
Reg:stratlon on long-term insurance intermediaries

- Business and’ administration of !ong-term insurance
intermediaries

e PartX Financial arrangements of long -term insurance:

o intermediaries
e - Part XI- Offerices and penalties
‘e .PartXil - . Transitional and general provisions

e Schedule 1 Assets

8.9

The -draft of the Long-Term Insurance- Act includes many
recommendations in addition to those outlined above and should be read

"in its entirety for the reader to fuIIy understand the’ recommendatlons we
are maklng
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SECTION 8: INSURANCE ACTS

8.10 Our recommendatlons for the Short-Term Insurance Act are found in
Appendlx B. The structure of the Short- Term Insurance Act is as follows:

--7. Introductory prowsaons

o Partl - Admlnlstratlon of the Act
. '-Part-li S Reglstratton of short-term insurers
o Part lll Business and admmlstratlon of short—term insurers
‘e Part|lV ) Financial arrangements of short-term insurers
e PartV . Compromlse arrangement amalga n and transfer .

of short-term insurers -

o PartVl Judicial management and wsndln
' : msurers

o PartVI Business practice, policie nd policyholde

iaries

. I?arf vill Registrati'on of short- nsurance interm
- e PartIX - Business and ad inistratio ;-.sher_t-term insurance .
| _intermediaries: : |

. P:_art X inSurance
o . Part XI
~e  Part Xll

mc[udes many '

Insurance_ Act

Bank) by moving prescribed dates, times, amounts and.
vhich may vary in the future to the Reguiations rather than
keeping them embedded in the Insurance Acts (which can be more .
difficult to change). . :
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9.1

0.2

9.3

0.4

85"

9.6

-'After analyzing the original draft insurance. Iawd

- Our recom

. SECTION 9: INSURANCE REGULATIONS

We have had some discussions with the NIC and BNR during our trips to

Kigali concerning their thoughts in terms of Regulations for an Insurance

~Act and have studied the draft Insurance Regulation provided to us by
the NIC. We have taken this into accourt in making our

recommendations in terms of the regulations that will fit in well with our

recommendations on the insurance laws.

We'have used some 6f the ideas present in the South African, Kenyan,
Tanzanian, Ghanaian and - Mauritian regulation to add to our
recommendat:ons : :

consuienng the alternative - supervisory and regu: ory
Africa, we have used (with permission from the Fmanmal
in South Africa) the South African Insuran
reCommendétiohs

We have tallored our recomme

ure to the Reguiaﬁons rather than .
urance Acts (which can be more

difficult to change). :

found in
regulatio

Géneral fimitation on Assets

inimum Solvency Requ:rements (Addltlonai Amounts of 3
ssets ) of Long-Term Insurers

: Mln;mum Capital Requirements of Long-Term Insurers

e Partd4 Valuat:on of Liabilities _ '

o Part5 leltanon on Remuneration to Intermedlaries (Sectlon 55)
‘o Definitions -

o General leltations

o Time of Payment of Commlssmn

O

MaXImum Brokerage, Commission or other Entermedlary
procuration fees payable wlth Table :
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SECTION 9: INSURANCE REGULATIONS

o R_e\}ersal of commission o
o Commission when Policy has Different Benefit
, Components ' - : : R
e Part 6 Offences and Penalties
‘e Part7 Class of Policies
. Part8  Limitation on Credlt Penod granted by Long-term Insurer
o Part 9 Long-term Insurer — Returns to Commlssmner '
e Part 10 Business Practice — Time Limit for Payment of Claims
e Part11 Policies — Limitation on Policy Benefits

¢ Part12 Lohg-term Policies entered into by Cer

e Part13 Long-term Insurance
’ : Commissioner

9.7 The draft of the Long-Term In:
' recommendations in addition
~ in‘its entirety for the reader
~are maklng

o Definitions
o General limitation on assets

e« Parts Authorisation of and requirements for collection of premium
by intermediaries (Section 53) -

6. Authorization _
o ‘Requirements in respect of secunty

e} Reqwrements in respect of payment to short-term
insurers .

o Returns by authorized persons
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SECTION 9: INSURANCE REGULATIONS

o- Part6

- e Party
. Par’{ 8
e Part9
e Part10
e Part1l
s Part 12
e Part13
o Part14

ooobo

leltatlon on remuneratlon to mtermedlaries (Section 56)
GeneraE limitation '
T1me and payment of Commissibn

‘ Max1mum commission payable with Table
Reversal of commlssmn '

‘Commission ~ when _short—term 'polic'y cdmprises
‘combination of policies -

Offences and Penalties

Class of PoI|c1es

to
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SECTION 10: REGULATORY FORMS

101 At present there are no reguiatory forms in use in the insurance market in
‘ Rwanda.

- 10.2 We have studied the regulatory forms that are used in the UK, Mauritius,
. Kenya, Uganda and South Africa and used these as a starting point from -
which to make recommendations on the regulatory forms relevant for
Rwanda. The forms that we are recommending appear quite complex at
first glance, but are in fact relatively simple. By way of example, they
contain about 50% as much information as the equivalent South African

. forms and 60% as much as the UK forms. Nonetheless, it is possible for

- the forms to be further simplified (if so required) with the intention of only -~ -
~ using the full set of forms after, say, 5 years. Senig staff of the NIC has
indicated that the forms give a reasonable set form tlon to assist .
them. Nonetheless, one would, naturally, expec
the industry due to the additional work
forms. o -

' 10.3 We have tailored our recommendati
. example, we have used the ir
insurers in Rwanda to split th

s for unit linked products as these
African markets.

10.4 'We have almed not to
© .forms are relati

insurance we héve-categbrized the policies: written into .
(see Part 7 of the Long-Term Regulations), namely:

eans a long-term policy which part:mpates in the profit of the -
long-term insurer;. . : -

s Without profit policy:

o Means a long-term pollcy which does not part|0|pate |n the proflts B
of the Iong—term msurer
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'SECTION-10: REGULATORY FORMS

._.' Linked polzcy .
o Means a long-term pohcy where the amount of the pollcy benefits

is not guaranteed by the long-term insurer and is to be.

. determined solely by reference to the value of particular.assets
~ or categories of assets which are specified in the policy and are

| “actually held by, or on behalf of, the insurer specifically for the

’ purposes of the policy (group of poi|0|es)
- 7 _5 Other:

o Meansa Iong-term policy which is-not categonzed as a wnth proflt
- policy, W|thout prof;t policy or Ilnked pollcy

10.6 For short—term insurance we have categonzed the policies w

tten into six
categones (see Part 8 of the Short-Term Regulatlons) nam‘ : _

e Property pollcy

o)

ontract as a risk relating to the possessron

3ans a contract in terms of which an insurer, in return for a
mium, undertakes to- provide policy benefits if an event,
contemplated in the contract as a risk relating to the possession,
‘use or ownership of a motor vehicle (for individual possessron
use or ownership), occurs; and. lncludes a reinsurance policy in
respect of such a pollcy, :
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SECTION 10: REGULATORY FORMS _

e Motor policy (Commercaai)

o - Means a contract in terms of which -an insurer,; in return for a.

premium,. undertakes to provide policy benefits if an event
contemplated in the contract as a risk refating to the possession,
use or gwnership of a motor vehicle (for commercial posSession
use or ownership), occurs; and’ mciudes a reinsurance policy in
respect of such a policy;-

e L[ablllty policy:

o Means a contract in terms of WhICh a persan, in retum for a
premium, undertakes to provrde policy benefits. if .an event,

~ contemplated in the contract as a risk relati e incurring of

a liability, otherwise than as part of a policy relatin a risk more

~ specifically contemplated in. another deflnttlon i is sectlon
“occurs; and includes a reinsur

policy;
e Othe_r policy:

o Means a short-term i
(includes Fire), mari

10.7" We have prowded
-short term |nsuran

ly W|th|n Rwanda and a set of regutatory

nly within Rwanda is found in Appendix F.
10.10 ~
- and |i3bi]ltles within and without Rwanda is found in Appendlx G.

10.11 The proposed draft of the short~term insurers’ regulatory form for assets
‘ and habllltles only within Rwanda is found.in Appendix H.

10.12 The proposed draft of the Iong term insurance intermediary form is found
-~ in Appendle

are liabilities and assets both w1th|n and.

draft of the long- term insurers’ regulatory form for assets
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SECTION 10: .REGULATORY FORMS

10 13 The proposed draft of the short~term insurance mtermedlary form is

found in Appendlx R

10.14 The draft forms have also been provided in' Excel (electronic) format.
Insurers would be expected to submit both electronic and signed hard
-copy returns. The electronic forms are password protected so that -
formulae can not be changed. Furthermore, only cells which are
unshaded and in white (seen clearly. on the forms) need to be completed
by the i insurer. The other cells update automatlcally
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SECTION 11: CONCLUSION AND RECOMMENDATIONS

11.1  The draft Long-Term Insurance Act contained in Appendix A and the .-
: Regulations -contained in Appendlx C do include the following main
recommendations and provisions (more detail is given elsewhere in this

- report and in the Acts and Regulatnons)

The need for auditing and actuarial expertise;

| -The general and'spema! powers of the Commissioner;
‘The need for an advisory committee for long-term insurance;

The registration requirements for long-term insurers;

The . limitation that long-term insurers cannot write short-term
business after 1 January 2010; ' ' ' '

The need to carry on long-term busmess in Ilne /

solvency requwements
Admissibility provisions

etermining solvency;
ng-term insurers;

i also e limiting of un!!mlted llablhty cover
n requirements for Iong-term intermediaries; '

that long-term insurance intermediaries cannot be -
nsurance lntermed:arles after 1 January 201 0;

Pena{tles for offences
Transitional provisions;

Details of how to handle and value assets speczflcally in relation to -
calculating solvency for insurers; and, '

Comm|SS|on levels to zntermedlarles
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' SECTION 11: CONCLUSION AND RECOMMENDATIONS

11.2 I"he draft Short- Term Insurance Act contarned in Appendix B and the :
Regulatlons contained in Appendix D include the - following - main
_-recommendatlons and provisions (more detail is gtven e[sewhere in thls
report and in the Acts and Regulatrons) ' :

~ Limitation of control by shareholde

The general and special powers of the Commissioner;
The need fo‘r an advisory committee for short-term insurance;

‘The reglstratlon requirements for short-term insurers;

The _limitation - that short-term msurers cannot wrtte long-term
business after 1 January 2010; ..

The need to carry on short-term business in line:
The need for audttlng expertise; '
Fit and proper requirements of key ins

usiness plan;

ce people;
short-term insu

rant;
'terms of management of

Limitation on the credit period that
Frnancrally prudent and soun practrce

solvency requrrements
Admissibility provisions
Returns to the Co

in determining so!vency,
hort-term msurers '

Penalties for offences;

. Transitional provisions;

Details of how to handle and value assets specrfrcally in relatron to
calculating solvency for insurers; and,

Commission levels to intermediaries.
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SECTION 11: CONCLUSION AND RECOMMENDATIONS '

- '11 3 We recommend that the NIC (or BNR) uses the regulatory forms-for Iong
-and short—term insurance as found in Appendlx EtoH.

114 Where companles only have assets and liabilities within Rwanda we
recommend that the NIC (or BNR) uses the regulatory forms. contained in
Appendix F for long-term insurance and the’ regulatory forms contained in

- Appendix H for short-term lnsurance

11.5 - Where companles have assets and/or liabilities both W|th|n and outside
Rwanda, we recommend that the NIC (or BNR) uses the regulatory
forms contarned in Appendlx E for tong-term msurance and the .

Reguiatory Forms from an actuarial and
recommend that local (Rwandan) legal:
prior to enactment. To date, the NI
approach a legal expert to look
comments. We have not yet

they will
ommendations and give

, Mr Ngarambe and -
the rest of the staff of the NIC for
ave contributed significantly to this

to . thank .the Governor

the"’?BNR and other relevant parties. We recommend that
works,hop be held sooner rather than later in order to -

11.9  Once “further comments are recewed from the above partres the . -
followmg process should, ideally, be followed (not necessarily
chronologically): ' :

s Act, regulat:ons and statutory forms can be further updated

.o~ Act, regulations and statutory forms can be explained to mdustry via a
workshop, -

. ,F_urther comments can be included,;
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SECTION 11: CONCLUSION AND RECOMMENDATIONS

o Act, regulations and statutory forms should be perused by a Rwandan
. legal expert; : : '
s Act, regulatlons and statutory forms would need to be promulgated
~ and :

e Training of mdustry and. reguiator could then commence.

11. 10 Followmg on from the teleconference of 13 March 2007 the World Bank
- will meet up with the key stakeholders in Rwanda (BNR, NIC, Insurance
~ Companies and Brokers) and will revert back fo us with the way forward

© with the project (that is, what is needed by the various stakeholders in
Rwanda and how to complete the project). We await further comments

from the NIC, World Bank and the BNR. o
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