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Introduction

Twenty four senior staff of insurance regulators, two finance ministry officials and 22 representatives of
insurance associations and companies from six Asian countries met in Manildldrdily 2016 to discuss
proportionality in prudential regulation, licensing, distribution and supervision and the implications on
microinsurance developmenDelegates from Indonesia, Nepal, Mongolia, Pakistan, Vietham and the
Philippines shared their resptive experiences through the PubRkcivate Dialogue (PPD) event which
happened on 12 JulifhePPD is one of the strategies that the MEFIN Netvwitlktual Exchange Forum

on Inclusive Insuranc& taking in order to promote and develop inclusive insgeam the Asian region.

The MEFIN is a collegial body of policy makers and regulators established in ZEfand expanded

to form a network in 2016 with the participation of industry representatives to strive for a genuine
regional implementation oinclusive insurance reformsTheNetwork comprises four Technical Working
Groups (TWGSs) on the areas of Regulation and Supervision, Business Models, Capacity Building and
Knowledge Management.

Through the PPD, MEFIN contributes to the commitment ofREC Cebu Action Plan (Pillar 3: Enhancing
CAYLFYOALf wSaAtASyOeo 2F LINPGARAY3A | NRBFRYFL a¥F2N.
NAail FAYIlI YOS A yTh@poosdidargddall yresenatoas@idiscussionsfthe PPD

that focused orprudential regulation, licensing, distribution and supervision
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Keynote speech

InsuranceCommissioneand MEFINChairman Emmanuel F. Dooc

The Philippines is in the midst of transition from the

Y = previous leadership to the new leadership heddy
= President Rodrigo Duterte. On 30 June 2016, our
f"F”\i NeFWC President, has given his inaugural speech reiterating
el?lak GKS 62NRa&a 2F CNIYylfAy 58t y2
A - government is not whether we add more to the
M":f?g-“w'i'vi;’ﬁ abundance of those who have much; it is whether we
\\‘ LIN2 A RS T2 NJ UKZhat®thedssencs | 9SS f .
\ of financial inclusionAnd as insurance regulators

and members of the Mutual Exchange Forum on
Inclusive Insurance network, we make uplifting the
lives of the poor not only our business, but the
meaning and purpose of our existence.

-

The MEFINrings together insurance regulators and the privism&urance providerfom six jurisdictions:

the Philippines, Indonesia, Vietnaiongolia, Pakistan and Nepals the first Chairman of the network,

it is agreat challenge for me to lead distinctive paths to the goal of inclusive insurahce | also
recognize that this is an opportunity to deepear commitment to live our core meaning apdrpose.

We believe that sharing of knowledge accumulated ovenybars of operationalizing Microinsurance will
serve as the first step to effective strategic implementation and development in the different jurisdictions
involved Profound insights and lessons learnt will be shared today on spediical operationd areas

such as Prudential Regulation, Licensing, DistributionSunoervisionTo consistently and continually
inject innovation and advancement, fourechnical Working Groups were formeRegulation and
Supervision; Business Models, Capacity Building<aruaviedge Managemeni® heywere organized and
they are expected to act toward set atol agreeon milestones.These groups are expected &mnass
knowledge, build capacities, generate ideas and pursue innovai@tbodologiego ensure the valugof
Microinsurance ardirmly planted in the grounds of the Asian region.

CKS FOKAS@OSYSyld 2F (GKS&aS YAatSaidzySa ¢2yQli 0S LRa
private sectors. Thus, we have designed the network to adamiaperativeapproach- public-private
sector collaboration, genuine industry dialogu@ublic consultatioeand of course, mukstakeholders
approacles on microinsuranceadvocacy. The significant part of theK A f A sUtbdesgfi@ pudney has
shown that thegovernment and the pvate sectors walking hand in hamlthe way to go.

4

QX

CKS tKAfALLIAYSAaQ LyadzaNIyOS /2YYAaarzy Aa O2yiaAydz
proportionate regulations to increase private sector participation in the inclusive insurance tnarke
Although considered as a frontrunner in Microinsurance, we have not ceased to pursue new and innovate

ways to trigger expansion and development. After issuing the Enhanced Framework on Microinsurance
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the Micro Preneed Framework, the Micro AgriculturEBramework in 2015 and the Micro Health
Framework inApril 2016 we are heading Technical Working Groups on Formalization, Distribution
Channels and Customer Protection, Performance Standards and Risk Based Capitalization for
Microinsurance Providers and veee trailblazing cooperation between the private providers, government
agencies and development partners for the opg@a of Technology Based Agriculture Insurante.are
partnering with Local Government Units atié Academédor our Microinsurance Litacy Programs. And

we have tapped Political Parties and NGOs for possible conversiomake them Microinsurance
providers We have also established a division dedicated to pursue Microinsurance initiatives, and per our
development partners, it is the firin the world.The setting up of a microinsurance division is the first of

its kid in this worldAs the regulator&ind as members of th®IEFINthere is no timeto neither reston

our laurels nor resist change.

Inan anecdotd y G KS HSwitcht @2 2112 d KFy3IS ¢ KAY 3AheawkhSryisd/ KI y3S
the metaphor of the Rider and the gsian Elephant. The Rider represents our intellect, and the Elephant
represents our emotions. The Rider although filled with knowledge, ends up with paralys&snahgsis,

the sixton elephant, on the other hand, although with extreme strength, always desimngplacency

Toinfluence changeveQ @S 320G G2 FLIJISHE G2 020K G4KS wWARSNI YR
do the followingFirst, provide crytal-clear guidance for the direction and that involves strong leadership.
{SO2yR> YR AGQa 0SSy | kdpdcidlpdn areas Pridgntial Re§ulatiok anél A LILIA Y
Distribution,is toask ourselves?2 K| 1 Qa ¢2NJ Ay 33 | ¥R riiaOwW /K gBQaR2
ONB 1Sy | yR KangotiRaysbeSassirdd Ehat xhé KMEF#htwork is beside youn our

journey toward inclusive insurancdt is ready toassist you to recognize the good and how we can
capitalizeon themto strengthen our meaning and purpose.

As thefirst Chairman of the MEFINetwork, Icommencehis program with théhighhopes that ultimately

we uplift and empower more lives through Microinsuranktés our common dream that when wéose

this event on Wedngday, we shall open great opportunities to those who have les in life to enjoy the
blessings ofinancial inclusion through Mroinsurance.

Thank you.
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Inspirational Message

Undersecretary Gil Beltran, &artment of Finance, DoF

In his inspirational mssage, Undersecretary Gil

N ! Beltran highlighted inancialinclusionas one of

o Netw the top priorities of the national agenda
Dial Although there isfast economic growth the
country and its decision makers ne¢a make

R sure that all people benefit, particularly the

informal sector.Although he Philippinesanks
high on financial inclusiothe rich are still more
ahead in accessing financial services.

The geographical structure of the Philippines
with its 200 inhabited islands and a high
frequency and intensity ofatural catastrophes
representsa challengefor financial inclusionin
order toensurethe availability of protectionmicroinsurance plays an important role piovides financial
security in a country as disaster risk prone asRhéippines

ThePhiippine governmenbbserves a strong calboration among the differentaorsto ensure finanial
inclusion to all Filipinos ancecognize the leadership of themicroinsurancedivisionwhich provides
insurance for 1/3 of the populatiorndersecretanyGil Beltran expressed his thanks for GIZ for being a
partner in addressing the risk.

Introduction to MEFIN network

Dr. Antonis Malagardis

Dr. AntonisMalagardis, Program Director of GIZ RRBp(latory Famework Promotion of PrePoor
Insurance Markets in Ae) introduced the MEFIN network to the audient@e MEFIN is a collegial body
of policymakers and regulators establish@d2013 and expanded to form a network in 2016 with the
participation of industry representativesSince the Network brings both p#@s ¢ the insurance
companies and the regulatorsogether, it isworldwide unique.
The djectivesof the MEFIN networkre the following:
1. Platform of peerto-peer learning among policy makers, insurance regulators and
insurance industry
2. Development andimplementation of programs and activitiesto advance inclusive
insurance
3. Becomesustainableand independent from project funding
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Dr. Antonis Malagardis invited the participarntsbe innovativeand to havepassion for whathey are
doing He expressed hisope that the Publi€’rivate Dialogue would contribute to a fruitful sharing of
experiences between the participants from different countries and backgrounds.

The ©@ncept of Proportionality and Business Models

Dr. Antonis Malagardis

Dr. Antonis Malagalis set the stage for the
succeeding discussions by introducing the
conceptof proportionality and business models.
He started by asking the participardabout their
knowledgeregarding thigopic. According to the
plenary, theregulators should promote [giness
models through a particular regulationThe
proportionate response dependsn the risk of
the Business Model.

In the following presentation, Dr. Antonis Malagardis first introdudesléssence of a business madel
0A business moddEfines the maner by which the business enterprise delivers value to custosrm@ises
customers to pay for valyeand convertsthose payments to profit L i & Kdza NBFf SOG& Y
hypothesis aboutvhat customers wanthow they want it, andhow an enterprise can orgizeto best
YSSG GK2aS ySSRasx IS0 LI A(Recg,2ZMO)R2AYy3I a2 YR YIS

The three man elements of a business model afeheproduct or servicavhich the insurer underwrites

and which mitigates a risk experienced by the insuttéd; mannerin which the policy is soltb the
policyholder, including how information about the policy is communicated to the policyhddderthe

wayin which the customer agrees fmy the premium and how it is collecteifferent business models
such as Omn#o-One sales, proxy sales, compulsory insurance and group dewigian outlined and
illustrated by microinsurance examples.

Thesebusiness models have different kinds of risk drivers which the regulator needs to determine in order
to find the appropriatgor proportional)regulatory response.

Proportionality means toadjust certain actiondased on the ICPis accordance
with the nature, scale and complexity of riskand to ensure that costs are not
prohibitive in practice

The risk drivers to be considetare Prudential Risk, Aggregator Risk, Sales Risk, Policy Awarskess Ri

Payment Risk and Post SaleskRsee figie). The proportionate responses to all risks are displayed in the
annex.
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Prudential
Risk

Risk that insurer is not able to
keep its promises and deliver
the benefits to the beneficiaries

Aggregator
Risk

The risk of reduced client value
and inappropriate producis
being sold to clients when an
insurer accesses the
aggregated client base of a
non-insurance third party to sell
its products through that
channel

Sales Risk 'Y X ]

1523
Risk that the salesperson will
misrepresent the product to the

client or sell a product that the
client does not need.

Policy
Awareness
Risk

Risk that the insured is not
aware that he or she has an
insurance policy and is
therefore unable to lodge a
claim should the risk event
occur

Payments
R

Risk that the premium will not
reach the insurer, that the
premium will not be paid on the
due date or that the cost of
collecting the premium is
disproportionate

Post sales
risk 6

Risk that clients face
unreasonable post-sale
barriers to maintain their cover,
change products, make
enquiries, submit claims,
receive benefits or make
complaints.

Keynote address

(CommissioneEmmanuel F. Dogc

Insurance Commissioner Emmanuel F. Dooaiycian of the MEFIN network, presentélse concept of
proportionality in thePhilippinejurisdiction He highlighted that

The economic growthf the Philippines withm the past years
has been excitingith alow fiscaldeficit, alow level of public
debt and anexcellent performance with respeatquity
markets. Howeverthe wealth is not translate to reducing
poverty. One of the most significant@al safety netssthe
insurance industry haswith microinsuance In the
Philippinesmicroinsurancas clearly and well defined.rigie
the target group consists opoor people, most insurance
providersare hesitant to enter into the marketThey do not
initially realize that there is a massive potential in targeti

the poor.

10

. Application of Proportionality in Regulatio
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Therefore the succedactors when targeting the poor ais follows

Creating Shaping Improving T?(')Igglng
Buying Powert Aspirations Access Slae

Microinsurance in théhilippineshas been, based on regulations, in existence for ten years, and has gone
through three regimesThel® regimewas probed by the issuae of IMC 2006¢ whichwas due to the
prevalence of informal insurance practices by Maovernment Organizationand Cooperatives that
escalated and augmentethe risk to consumer protection, risk to financial stability, as well as the
reputation risk tothe microfinance industryThe regulation paved way to the creatiohMutual Benefit
Associations. Howevebefore 2010, commercial companies were still skeptical to participate and there
was no clear gvernment policy that encouragesther players to peicipate in the market.
The2" regimeof policy reform consisted of four pillars

- Pillar 1: Regulatory Framework for Microinsurance

- Pillar 2: National Strategy for Microinsurance

- Pillar 3: Roadmap to Financial Literacy on Microinsurance

- Pillar 4: Altenative Dispute Resolution for Microinsurance
Due to the cleacut policies, it encouraged the participation of Commercial Companies, increasing the
involvement from a verngmallnumber to 42companiesin 2014. The covered lives jumpégt 100074
from 3.1Million in 2010 to31 Million in2014.During the second regimdyphoon Haiyahit on landin
2013 andhighlighted the importance of disaster resiliency mechanismd microinsurancewhich
encouraged further maturity fothe industry It was realized thamore clarification on the roles and
responsibilities of intermediaries and distriftan channels are neceasy and thatreinsurance options
have to beexpored for microinsurance risksh@&se areas wer considered in the creation df1C 2015
54 Enhanced Retption for the Provision of Micinsurance Products and Services representing3te
regime In order to ensure that all parties get involved in tregulations, the Insurance Commission
conductsTechnical Working Group meetings and Industry Consultatlaralmost all cases, members of
the various working groups serve as advocate for reforms in their own organization

Top 5 market factors that influence the decision to enter inclusive insurance:

1. Avalability ofdistribution channels

2. Availability of clients / markenhformation (small companies have limited capacity to conduct resea
so the bigger players have clear advantage)

3. Internaltechnical expertisé capacity

4. Profit potential
In microinsurane the profit potential is very slim. Therefore large numbers are required. This cg
solved by dealing with cooperative or MBAs with a large number of members in order to achi
critical mass (according to the Philippine requirements > 5,000 members.

5. Availability of marketeducational programme

11
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Session 1: Prudential Regulation

Keynote Presentation

The keynote pesenter for the firstsession on Prudential Regulation wsf. Dr. Fatta Bahadur K.C.,
Chairman of Beema Samiti, Insurance Board of Nepal. To start with, Fatta quoted the Issues in
Regulation and Supervision of Microinsurancetbg International Association oinsuranceSupervisors
(IAIS2007): & t NXize gllation (in contradiction to product regulation) has the primary objective of
policyholder protection. It focuses on institutions, with the aim of protecting their solvency or viability by
setting capital adequacy requirements, and systems for rmgeagavarious risks and setting limits on risk
I OOdzydzf | A2y F2N YIFyl3IAy3d SE LB audesiBhowed dxanpldsowk y & dzNB N
the Insurance Core Principles were applied in the Philippines. The remelidibgngesconnected to the
issueof prudential regulation are
9 Insufficient data on the extent of informal insurance activities.
91 Flexibility of the current insurance law to create proportionate regulations sschn capital
adequacyimposition of restrictions/ limitations on activitider M| providers.
1 Extent of independence or power of regulator to issue proportionate prudential
regulations.
1 Supervisory oversight and coordination among regulators.

PanelDiscussion

The Discussion was moderatedMg. Shayne Rose BulpActing Head ahe Microinsurance Dision of
the Philippines Thepanelists comprisetr. Mochamad Muchlasin, Director, NdBank Sharia Financial
Institutions, OJK (Indonesia), the keynote presenter Prof. Dr. Fatta Bahadur K.C, Mr. Vivek Jha, CEO, Nepal
Life Insurane @mpany(both Nepal) Mr. Tran Duc Trun@eputy Head of M&et Development Division
of the Insurance Supervisor Authority (ISKs. Trinh Bich Ngoc, Head of operation of Manulifett
Vietnam) andMr. Milo CasalgMicroinsurance MBA Association of theilgipines (MiMAP)

To start with Ms. Shayne Rose Bulaskedthe regulatorsvhetherthere areinformal insurance practices
that exist in theircountriesand if there are, how those are tackled to be formalized.

Prof. BahadurFattareplied that there are ranyinformal service provideri& Nepal and that he feels that
it is time to formalize their activitiedn his opinion, MFIs who provide informal insuranoayldserve as
agentsfor formal insurersMr. Mochamad Muchlasirexplained that sethelp or infamal schemeslso
existin Indonesia TheOJKs trying to work together with theéndustry to educate the people and toy
to understand their features and needsorderto find productsand distribution channelfight nowthe
OJK ign the research phseidentifying the needs together with the industry.

According taMr. Tran DucTrung the ISAVietnam allows every insuraacompany to developnd to sell
microinsuranceproducts. But up to now, only ManuLifédnas approached thdusiness Vietnam has

12



MEFIN Network Public Private Dialogue, 12 July 2016

women unions who act asagents for ManulifeHowever, they are not allowetb sell microinsurance
themselves. ISA is consideritmgfollow the Philippinesn havinga regulation for microinsurance.

Mr. Milo Casalsprovided an overview ofhe history of the femalization of informal schemes in the
PhilippinesThe case of CARD MBHat started asanin housemutualfund with 30,000 membershowed

that there was a demandhe insurance commissiontheh @SR (G KS ¢l & T 2apdroach! a F yR
Thecommissiortrusted the business model and the leadarsd the leaders knew that formalization was

important.

Theme Pro rtionali : %
: PO |onaa‘-lty in Regulat:ons and
Micrc 1l ‘surance Business Model Development

-~ .5"0"5" .

uumzms ‘h \w

New World Hotel, Manila,

Being asked about theinsurance portfolig Mr. YogaPrasetyofrom Allianz Indonesiaghared that the
companyhad been doingmicroinsurancéeforeit becane famous, since 2008hen itstarted with credit
life. Nav Allianz Indonesisserves 4.5 million insured customersThe currentchallenge is how toscape
from the credit life trap, becauseredit lifesgives very little awareness to the customé&fs. Trin Bich
Ngocexplained thatthe Canadian company ManuLifgietham) is the first life insurance company in
Vietnam to provide microinsurancélp to now the company has solfi50,000 policies, but still hgsQ (i
reached brel even sincecquisition cost arehigher than the riskManulLife wans to review how to
moveforward, especially by focusing on distribution charseeid administration costs

Mr. Vivek Jhadrom Nepal Life said that there is a lack of products for the low income target group. That
is why they are now developing appropriate new products and hope to receive sugport their
Reinsurer HannovereRHe furtherhighlighted that MFIs, that are offering microinsurancfen miss the
point of reinsurance Events such abe big earthquakén 2015expose them heavily arttiey cannot pay
all pendingclaims This is howMFIscan be convinced to formalize their activitiasd totransferthe risk

13
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to a channel hat can carry itSpecificregulatoryguidelines are necessary that motivate easy products
and that ease internet sales

Prof.BahadurFatta further highlighted that the main conceofhregulators iso protect the policy holders
and at the same time ta@are about the companiedBut the companies should try to comdge the
regulator, the gap beteen the two parties needs to be bridged.

When Ms.Ngocasked how the Philippines had conductecharket education program Commissioner
Dooc replied that it was very critical to get thapport of the peoplédy convincing them of the benefits
of insuranceTherefore the I@adformulated two major programd-irsta financialliteracyprogram with
focus on insurancand secona programmicroinsurance advocacyhe programs were supported Bi1Z
andbythe industry.The IGdentified placeso conductthe awareness program andelected 18 pilot areas
that covered the entire RBlippines Every program covered 5 days aativaysended with a media
conferencein whichthe commissioner participated

Sessior2: Licensing

Keynote presentation

The Keynote preseat of the second session on Licensing wity. Jose Mari TolentinpHead of the
Licensing Division of the Insurance Commission of the Philippineged@nption mainly focuses on ICP
No.4 @An entity which intends to engage in insurance must be licEnsde clarified that in
microinsurance there might be a need to recognize new legal forms which do not exist in traditional
insurance and illustrated this by examples from circular letters issued by the Insurance Commission.
Thechallengedhe identified vere
9 Flexibility of the current insurance law to create proportionate regulations such
as on capital adequacy, imposition of restrictions/ limitations on activities for
microinsurance providers.
1 Extent of independence or power of regulator to issue propwrite prudential
regulations.
1 Supervisory oversight and coordination among regulators.

PanelDiscussion

The following pnel discussion was moderated Br. Jimmy Lorg SeniorAdvisor of GIZ RFPI Asidth
the panelistaMr. Syed Nayyar Hussafiaidi, Diector Insurance, SE@Pakistan)Mr. Jakub Nugraha, PT
Asuransi Central Asi@ndonesia), asvell as the keynote presenteitty. Jose Mari Tolentino, Head
Licensing Divisioaf the ICand Mr. Geric Laude, President GARDPioneer(both Philippines) as el as
Ms. Nguyen Huyen Trarfigom the Agricultural Insuranceidsion of BaoViet (Vietnam).

14
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To start with Mr. Loro asked the panelists whether they hgweportionate regulationsin their
jurisdictions and how these create impact for the indusily. Syed Nayyar Hussain Zaidémarkedthat
SECP, the insurance regulator of Pakidtais recognized the concept of proportionalityplansto allow
lower capital requirements, but major changes in the lave necessary.In addition the SECRs
consideringo allowa bundlal productincludinglife and nonlife which is now in thgrocess of approval.

The next question related to theortfolio of the companies and their perceivetiallenges Ms. Nguyen
HuyenTrangfrom the Viethanese nonlife companyBaoVietexplained thathe company is tathe very
first step of themicroinsurance development, but that there is stidedfor an official frameworkThe
company finds idifficult to decidewhich business model is approprieded is worried whether to have
the financial capacity to cover the risk.

Mr. GericLaudeintroducedCARD Pione@sa joint venture of CARD and Pioneer Life that covereate
than 5million livesin the previous/ear andsexpecting to double thisumber in 2016 while they started
with only 20,000 lives in 200@ccording tchis opinion, three preconditions are needed for successfully
entering the microinsurance market. First, the market shdwddready, secondhere should besnough
private insureravillingto getinvolved and third,reguatory support is most importarithe regulator must
be willing to listento the company CARD Pioneer is noactually earning money withicroinsurance
The ombined ratiois 89-90%,the claims ratio is 51-52% When talking about costs, MGericLaude
shaed an important lesson he learnt with CARD Pioneer:

Being asked about thegue ordata collection and managemenhtty. Jose Mari Tolentinemphasized
the help of supporting entities. MGericLaude added that technologies do only reach certain areas while
others have for example nmobile coveragevhich represents a challeng€&he regulator has to take this
into account.

At the end of the discussions, MlimmyLoro asked the speakers to name tiheee main challenges in
licensing ofmicroinsuranceand thecrucialways forward Mr. Syed Nayyar Hussattaidinamedfirst to
increase the trust ofraditional enterprises to enteinto the market secondo determine the @propriate
level of capital requirementand thirdto prescribe certair(simple)template products.Mr. GericLaude
listedthat AMLA (AntiMoney Laundering Act) hasvery long list of requirements and asks whether it is
possible torevisit the requirements Second,microinsurance in its essence has to respond to the
customer, to becustomer centeredThecustomersdo not care abouthe distinction oflife business iad
non-life businessTherefore bundled productsnight make moresenseThird, itis not necessary to have
typical agentssincethe pawnshopsare very successfuMs.Nguyen Huyeffrang said that the greatest
challenge in Vietnam is that there is stih negulationon microinsurancebut that all products are we
consideredas traditional insuranceldearer guidelines for microinsuranege necessary

15
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Session 3: Distribution
Keynote presentation

In his keynote presentatiorVir. Jonathan BatanganGenerh Manager of Cebuana Lhuillier Insurance
Solutions (CLIS) introduced the example of his company which was recordeGuitines8ook of world
records as the largest chain of Pawnshops worldwide in 2000.
Today Cebuana Lhuilligras1800 servicemationwide and is thefirst ISO certified insurance intermediary
in the Philippinesin order to be covered, the customer can fill out a very simple form within two minutes
YR LI e&a 2yfe nn tSaza 6fSaa (GKFyYy | { Ssuscéssfaciond] I O2 ¢
therefore are simplicity, affordable accessibility and a fast settling of claims witRi#h hours.The
microinsurance products are sold over the counter in all 1800 pawn shops and consumers can contact the
company on phone numbers and &veia Facebook.
The majorchallengedor distribution are:
9 Flexibility of the current insurance law to create proportionate regulations such
as on capital adequacy, intermediation, and imposition of restrictions/ limitations
on activities for Ml providers.
1 Extent of independence or power of regulator to isgweportionate prudential
regulations.
9 Supervisory oversight and coordination among regulators.

Panel Dscussion

The panel discussion on licensing was moderatetMbyDante Portula senior advisor oG1Z RFPI Asia
and attended byAtty. Juan Paolo Roxas, Atty Il Public AssistandeMeadiation Division, Insurance
Commission aniir. Jonathan Batangan, General Manager, Qid® Philippines)Mr. Shreeman Karki,
Director, Beema Samitind Mr. Dip Prakas Panday, CEO, Shikhar Insurance Com(i@tin Nepal) Mr.
Batbold Erdenebileg, Deputy Chairman, Financial Regulatory Commissioarf8RIC)BatUIlzii Taivan,
Director, Mongol Daatgal National Insurance (@oth Mongolia).

The first question wakow the regulator encourages innovative distribution channelsir. Shreeman
Karkifrom Nepal explained that there i specializednicroinsurance disibution channeiin his country

yet. However, the regulation also allows MFIs or INGOs as potential agé@nt®atbold Erdenebileg

shared that the FR@&llows direct sales (accounting for 35% of the insurance premium);baorking
insurance brokers (11%), banking insurance brokers (10%), insurance agents (44%) to sell insurance
products. In additionAccording to he 240th Decre of FRC approved in 2014, the Saving and Credit
Gooperatives (SCCs) are allowed to sell the insurance contracts only for their meibdesthere are

253 regulated SCCs approved by FRC, there are no SCCs which are granted licenss emviaskrance

agent yet.
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The Philippinesallows various entities to engageand cooperate such aspawn shops, MBAs dhe
Cooperative Insurance System of tRkilippines(CISP) thatainy servestheir members.One of the

enhancements made irhe circula letter 2015 under paragraph 27 is on thepect of distribution

:IThe insurer or broker has to supervise all
distribution channels under his responsibilityi (i & ® Wdzl y advide Bthe?peer Rdigtoss & to
explorethe endless possibilitiefr regulating distribution: there is mobile, internet, banks, stores. The
regulator has to be aware of thearket development and trends.

Whenasked how the Philippines managedoperviseso many distributio channels and whethahere
are conflicts wren it comes to clainsettlement Atty. Juan Paolo Roxameplied that the enhanced
framework isa continuingframework and subject to evolutiorSupervision is directed to thgeneral
agency and the broker. In saany problemoccursin the distribution the license can be suspended or a

payment of fines can be requiredir. Dante Portula added thatin the Philippines

Being asked about the potential of the existing distribution netwdvk, Dip Pandeyfrom Shikhar
Insurance (Nepabespondedthat there was not sufficient knowledgexperienceand support in terms

of microfinance in the past tke yearsinceagricultural insuranceecamemandatory to offer Nowafter

three years of experiencéhe companies gain confidenc8hikhar Insuranceurrently has about 1% of

its premium as microinsurance. However, according to the new regulationseofd@&amiti, a share of

5% is required. The existing distribution channels such as agents and branches might not be sufficient. In
addition, the company considers using informal insurance providers such asd&rgassurance which

still has to be allowedy the regulatoras well as digital innovations
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In contrast to Nepal, the Mongolianarket is very small and very sensitive to economic situatidiesigol
Daatgal has nexperience in inclsiveinsurance The company is currently developing a prodat has
starteddevelopingthe business plan according to the MoU signed with GIZ RIeRgol Daatgal mainly
distributes with agents, brokers and bancassurance,fbutnclusive insurancejedicated agents might
make more sense due to the specificsh tountry. Thereforayir. Bat-Ulzii Taivaradvised the regulator
to set up regulations odedicated agents

Mr. Jonathan Batangarshared his experienceith Cebuana Lhuilliewhich revealedhat there is no
shortcut recipeto succeed in microinsurancéccording to him,

/Based ol KS R A adkpéfiedcesil@ haBta be
done on trust building activitie$or example by having @uicker claims processing. A few hours aftar
event, CLISsioften already there; theyare settling claimsproactively

In order to achieve digh penetration rate, CLI&ied to make the product more relevant for the
requirements of the customers. After gaining some yedrsxperience, they leveled up the insurance by
adding additional risks which increased the safessuch, CLIS does everything apart from underwriting:
they develop the product and distribute itty. JuanPaolo Roxasidded thatthis is possible becauskee
ICallowsthe brokers to design their own productmd have them licensed befofimdinga provider who
takes the riskOne of the parareters for the approval of a produds that the product has a sealf the
respective seadoes not appeal in thproduct, it is illegal. The premiumustnot exceed 7.5% of the daily
minimum salary of aon-agriculturalworker in Manila.

To end the session, Mr. Dante Portula asked the participarn

) ] Challengeswvith respect to distribution
about their two main challengeson the aspect of

mentioned during the discussion:

distribution and vhat couldbe the way forward. Mr. Bat | . reaching remote areas, especially
Ulzii Taivan named thdow density and smallness of when sparsely populated
population in Mongoliaas well as thevery new,unknown - financial literacy and insurance
market. Mr. Batbold Erdeneleiy shared that the biggest awarencss

obstacles fothe Mongolian regulator are inspectianthe | - 9aining the trust of the client
- approaching an unknown market

e.lgentg ar.e main.ly in the banking sgctorand the onv (from the perspective of the
financial literacy in rural areas. Mr. Dip Pandey considerg insurer)

building confidence formalizing informal insurancend
passion from the side of the insurer as the greatelsallengesAtty. Jian Paolo Roxasconsiders the
provision ofreasonable guidelines as well as financial literasycrucialMr. Jonathan Batangan finally
added the role of the regulator and the creation of trust.
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Session 4: Supervision

Keynote Presentation

The keynote speakeof the last session on Supervision wds. Jakub Nugrahdrom the insurance
industry ofIndonesia, PT Asuransi Central Abla explained that Indonesia consists of 17,000 different
islands and therefore has to cope with similar geographicalcdiffes & the Philippines. To give an
example for microinsurance activities in Indonesia, Mr. Jakub Nugraha introduced a bundled product with
a microinsurance and an investment component which is sold in 3,782 branch outlets. The product is
based oma scratch cardo keep it simple.
Thechallengeshe identified were

9 flexibility of current insurance lato createproportionalregulations

9 extent of independence of power of regulator to issue proportionate prudential

regulations
9 supervisory oversight and coordinatiamong regulators

PanelDiscussion

The last panel of the day was moderatedy Antonis Malagardisprogramme manager of GIZ RFPI Asia
Il and head of the MEFIN secretariat. The participants WetéMochamed Muchlasin, Director of Od&
well as the kynote presenteMr. Jakub Nugrahéoth Indonesia)Mr. Tariq BakhtawarDirector of he
SECP (Pakistan) as wellMs Battsetseg Nasanha®r. Policy Officedinsurance Products Dev. Division
andMr. Enkhbold MunkhbatCEO of Ulaanbaatar City Insuraftme@h Mongolia).

To set the stage, Dr. Antonis Mghrdis asked the participants about the particularitfsOnste and
Offsite Inspectionfor microinsurancecompared to conventional insurancklr. Mochamed Muchlasin
replied that br regulatos, microinsurance represents a challeegViore flexibilityand simple regulations

are required but at the same timgthe low-income customeias to be protectedFor the time being,
Indonesiadoes not differentiate between microinsurance and conventional insuramzk the same
methodologies are used for monitoring. In the future, a different methodology should be introduced
focusing on the distribution channeldvr. Tariq Bakhtawar confirmed that the standards of
microinsurance should be differerftor onsite, the paametersshould bedifferent because the/olume

of policy holders is largefhe SECP is planning to come up with specific regulations on monitoring in the
near future.

During the past months, SECP has been gathering datsiaainsurancecollecting onlys-6 parameters
(e.g.type, risk covered, premiums, claijrie keep it simple. However, the SEfaBed the challenge that
therewasno quantitative definition of the products. ThewE a threshold of an annual premium of 5,000
Rupees was set and phoductsfalling below had to be reported to the SECP leadirfigtores of 8 million
policy holdersThe data will contribute to further come up with proportionate regulatidds. Mochamed
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Muchlasincommented that there is aimilar reportingin Indonesia wit the data being collected very
three months.The OJK had to change the parameters several times and struggles with findighthe
tools for eporting.

Being asked about his insgiion for entering into the microinsurance markekir. Jakub Nugraha
expainedthat PT Asuransi Central Asiadrareadystarted with this line of business in 2009 emerging
from an idea of the CEO to provide simple products. At that point in,timoeother insurance company
wassellingsomething similaand only later Mr. JakuNugrahgound outthat thesetypesof products are
known asmicroinsuranceln order to make money with the products, it was importémteach scaleThe
companyentered even without a existingregulationon microinsurance and later joined the respeeti
working group of the OJKAr. Enkhbold Munkhbat CEO of Ulaanbaatar City Insurance, outlined that his
company haseen providing inclusive insurance products for the poor and low income psire 2010
focusing specifically oahildren.Since there ar inclusive insurance regulations, one of the products is
already approved as inclusive and others may follow.

In order to sum up the session, Dr. Antonis Malagardis requested the partelistane the most

important challengesvith regard to supervisionMr. Enkhbold Munkhbat statethat there aremany

duplicated provisions from the government side which makes it difficult to organize inguaticities

Ms. Battsetseg said thdankassurance igrowing in Mongolia while it is not sufficiently supendsir.

Mochamed Muchlasin hopes for a separate unit for nmitsurance whilea NX> ¢ F NAIlj . F { Kdl gt
steps are to review and ahae the data that was gatherebllr. Jakub Nugrahes planningto move ahead

with a pawnshop mode similar to the Philippines.

The session ended with a wrap up of the achievements that were also taken into account for the following
decisions of the MEFIN network.
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