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Executive Summary

For the past century, there have been many cases of insurance companies facing both operational
and prudential problems. The reasons for these instances could be said to have risen from the nature of
insurance industries, at both domestic and international levels, to have evolved continuously through
globalization and competition within the market, the nature of financial service businesses that merge
together in order to increase their market shares, natural disasters within the country and the current
development of free trade zone within the ASEAN region. For these reasons, insurance companies in
Thailand have felt the need to adapt themselves in order to maintain competitiveness. Those who find
adapting more challenging therefore struggle to keep up with the operational and prudential standard
required by law which in turns affect the confidence of both the consumers and the insurance industry.
For these reasons, the laws and regulations that are related to the supervision of insurance industry in

Thailand has the need to be revised.

The current laws and regulations relating to insurance in Thailand have been criticised in some
areas. For example, the supervision of life insurance companies in comparison with supervision of other
insurance companies needs further revising — the two laws are, for the most part, a repetition of one
another. For other parts, there are some measures that the current laws have not covered in substance, such
as the principles governing risk based capital requirements, and requirement for corrective measures of
companies that are found to be failing to comply with prudential standards and are likely to affect policy

holders or consumers.

With these problems at hand and the changing nature of the international insurance businesses,
the Thai insurance industry is called to make changes in many areas. However, there remain other
instances which may not be in the best interest of the policy holders or consumers. This research will
consider the relevant rules for supervision of insurance businesses in Thailand, the Insurance Core
Principles : ICP by the International Association Insurance Supervisors: IAIS, and the relevant laws in the

United Kingdom (UK) and Singapore. The information, once gathered are analysed and concluded with a
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proposition on further development of supervision of insurance industries in Thailand to be more efficient

and effective by proposing a new draft law.

From studying the ICP and the relevant laws of the UK and Singapore, this research has found
that there are differences in some areas of the relevant laws in Thailand such as, the transparency of
supervision of insurance businesses, consolidated supervision, the sharing of information between
supervisors, the freedom of supervising body, information disclosure and confidential information,
changing of persons in power and mergers, corporate governance, preventive and corrective measures,

measures relating to investment of insurance companies and risk management for financial groups.

The draft law which this research proposes to amend the current Insurance Act, Life Insurance

Act and the Office of Insurance Commission Act as follows :

1. Proposing a new set of objectives and powers of the Office of Insurance commission (OIC) in

the Office of Insurance Commission Act BE 2550.

2. Allow more freedom of supervision and to clarify the supervision power between the Ministry
of Finance and the OIC. The Minister of finance shall be responsible for licensing and supervision of

insurance businesses in the macro-level.

3. Introduce provisions on group-supervision, such as, defining the term “group-supervision,”
stipulating powers and duties of the OIC and the insurance commission in supervision of insurance
companies and their subsidiary companies and the OIC’s powers and duties to coordinate with other

relevant supervising authorities.

4. Revision of the current legal requirements relating to appointment process of expert persons in
the insurance commission. Expert persons acting as a member of the commission are to be appointed by a

selection committee.
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5. Introduce provisions relating to the exchange of information between supervising authorities,

such as, the Bank of Thailand and the Office of the Securities and Exchange Commission.

6. Revision of the insurance business licensing process. The OIC shall be responsible of
preliminary examination of firms seeking for a business license. The Ministry of Finance is responsible

for licensing following the OIC’s advises.

7. Introduce provisions on the OIC’s powers and duties to issue additional requirements in
relation to shareholders, directors or persons acting in a position of power, executive or high ranked
officers in an insurance company relating to their business conduct. The OIC may implement these
requirements for the purpose of its preliminary examinations of firms seeking for a business license or in

its consideration for giving advises to the Ministry of Finance to issue a license.

8. Introducing a wider ambit in construing of the terms “changing of managerial power,” and
“management,” while empowering the insurance commission for authorizations of insurance companies

seeking to change managerial powers whether through mergers or takeovers.

9. Empowering supervising authorities to issue rules on risk management, conduct of businesses

for insurance intermediaries, corporate governance, disclosure of information and information reporting.

10. Enacting measures relating to preventive and corrective requirements for insurance companies
in the same standards as posed by the Bank of Thailand in supervision of financial institutions as under the
Financial Institutions Businesses Act B.E. 2551, including prompt corrective measures and capital

resources requirements.

11. Introducing a new chapter on “investment of insurance companies,” as an integral part of the
new insurance law and any further supervision in relation to investment shall be u under the consideration

of the insurance commission to encourage flexibility in supervision process.

12. Updating and renovating the current laws through consolidating Life Insurance Act B.E. 2535

and Insurance Act B.E. 2535.
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" ICOBS 2.1.4 G — Customer classification examples

"®The National Health Service
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(1) an invitation or inducement to engage in investment activity that is communicated in the course of business
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equivalent third country business

" Consumer Contracts Regulation 1999 (SI 1999/2083), as amended by SI 2001/1186 and SI 2001/3649
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