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One of the most revolutionary changes is the proposal that it 
be possible for an insurance organisation to use 
subordinated loans which would allow an increase in 
capitalisation of the insurer in the short term.   The draft law 
allows the insurers to include subordinated loans for the 
purposes of their solvency margin calculations. 

The draft law provides for monitoring of the financial 
condition of insurers on the basis of financial indicators to be 
approved by the regulator. 

Among other things, the draft law also clarifies the 
procedure governing the transfer of insurance portfolios. The 
document sets out requirements for a portfolio transfer 
agreement and instructs the regulator to promulgate special 
regulations on the transfer of the insurance portfolio which 
will describe the procedure in more detail. 

The proposed amendments suggest that a portfolio transfer 
does not require an explicit consent of the policyholder 
and/or the beneficiary. Instead, the insurer must send a 
written request to the policyholder or the beneficiary to 
request the consent of at least one of them.  These notices 
must be sent by registered mail with a request for a 
response within 10 days. In addition, these notices should 
be published in three newspapers as well as on the 
Internet. If there is no response within 45 days from the date 
the request was received by the policyholder or the 
beneficiary the insurer is allowed to transfer the portfolio. 
The draft law provides for special rules regarding portfolio 
transfers in cases where the portfolio to be transferred 

consists of compulsory insurance policies or where the 
licence has been revoked. Also, the draft law sets out 
special rules for the transfer of a portfolio in case of 
insolvency of an insurer, bringing the provisions in line with 
special legislation regarding insolvency of insurance 
companies.  

The proposed amendments set out the basis for internal 
control and internal auditing of an insurance company. The 
draft law defines the list of persons who may carry out 
internal controls, and outlines their authority and 
responsibility. It also outlines the content of the rules 
concerning organisation and implementation of internal 
audits, which are to be approved by the insurer and 
submitted to the regulator. In addition, the draft law 
establishes qualification requirements for an insurer’s 
internal auditor (head of internal audit).  According to the 
draft law, the internal auditor must have a university degree 
in law, economics or finance recognised in Russia and have 
more than 2 years’ experience in Russian insurance, 
financial or audit companies. 

The draft law represents a significant step towards 
improvement of regulation of the insurance market.  It 
certainly remains to be seen how the draft law will evolve 
while it progresses through the legislature.  It may be 
adopted later this year and come into force by the end of 
2010 or early 2011.  

 

 



 

 

 

If you have any questions on the matters referred to in this 
Alert, please do not hesitate to contact CMS Partner �/�H�R�Q�L�G��
�=�X�E�D�U�H�Y��at +7 (495) 786 4000 or your regular contact at 
CMS. 
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