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The State Duma of the Russian Federation is currently considering several draft
laws that purport to amend the Federal Law “On the Organisation of Insurance
Business”.

April 2010
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Under the suggested draft law, the minimum amount of charter Russian insurance industry. The proposed response time
capital required will be increased four times. Non-life insurance for the Regulator is 60 days, which is twice as long as the
companies will have to have charter capital equal to at least 120 time required today to obtain a merger clearance or the
million roubles (approximately EUR 3 million). The minimum Regulator’s consent for foreign investment.

amount of charter capital for life insurance companies will be at
least 240 million roubles (approximately EUR 6 million). For
reinsurance companies or those insurance companies that also
have a reinsurance licence this amount will be at least 480
million roubles (approximately EUR 12 million). It is proposed
that these requirements will apply as of 1 January 2012.

The draft law also specifies requirements in respect of a
manager of an insurance company (meaning General
Director, Deputy General Directors, Members of the
Management Board) and introduces a procedure of
obtaining a prior consent of the Regulator to the
appointment of the above persons. The Regulator shall

The same draft law also sets out the peculiarities of the reply in writing within 60 days from the date of receiving
insolvency proceedings of insurance companies. According to the application. Moreover it is proposed to prohibit these
the draft, in order to avoid insolvency, an insurance company persons to be employed by other insurance companies or
may: get financial aid from its shareholders or third parties; companies affiliated with the insurance company they
change the structure of its assets and liabilities and/or increase work for.

the amount of its charter capital or be reorganised.
The main idea behind these amendments is to prevent

Other significant changes relate to the regulation of M&A certain individuals and legal entities from taking positions
transactions involving insurance companies. According to the such as the General Director, Deputy General Director,
draft law, the Federal Service for Insurance Supervision (the Chief Accountant, becoming members of Management
“Regulator”) should be notified about any acquisition of more Boards, or taking stakes in insurance companies. Such
than 1 percent of shares in an insurance company, within 30 persons include those that have previously caused

days from the date of the transaction. An obligation to notify the bankruptcy of a financial institution or whose actions have
Regulator de facto exists today but the draft introduces a clear resulted in the compulsory revocation of a licence or led to
obligation to do so. According to the draft, any purchase of more outstanding obligations of creditors of an insurance

than 20 percent of shares in an insurance company requires company or other financial organisation.

prior approval from the Regulator. Foreign investors investing in
Russian insurance companies will have to obtain the Regulator’s
prior consent in any case. It is worth mentioning that today
foreign investors have a similar obligation but only for the
purposes of controlling the volume of foreign investment into the

Moreover, the draft law tightens the Regulator’s control
over the day-to-day business of the insurance market. In
particular, the draft proposes to revert to the old procedure
regarding prior approval of any changes to the rules on
the formation of insurance reserves, terms and conditions



of insurance and insurance tariffs. The post notification
procedure that was introduced and welcomed by the industry 7
years ago will apply only in relation to changes that have been
approved by an association of insurers with more than 100
members. Today in Russia there is only one such association,
namely, the All-Russian Insurers’ Association (ARIA). It is
noteworthy that the current head of the Regulator was the
Chairman of ARIA before taking up his position in government.

The draft law also clarifies the applicability of qualification
requirements to the management of an insurance company.
According to the document, qualification requirements
(nationality, education and professional track record) will apply
to the General Director, Deputy General Directors and members
of the Management Board. If the draft law is approved, prior
consent of the Regulator to the appointment of the above
persons will now be required. “Waiting time” will be 60 days. In
addition, it is proposed that managers of an insurance company
will be prohibited from being co-employed by other insurance
companies or companies affiliated with such insurance
company.

Finally, the draft law introduces the concept of an immediate
revocation of a licence without prior warning. A licence will be
revoked without warning in cases where the insurer repeatedly
files inaccurate financial and/or statistical reports or other
information if the difference between the reported and the real
financial data is more than 3 million roubles (approximately EUR
75, 000). A license may also be revoked without warning if a
company fails to meet the minimum charter capital
requirements.

It is expected that the proposed amendments will be reviewed
by parliament before summer. As they seem to be rather
controversial, some of them (like the additional administrative
burdens on M&A transactions and onerous day-to-day
regulations) may not survive the legislative process. Others, like
the increase of the minimum charter capital, will most likely be
adopted.
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CMS in Russia is a representative office of CMS International B.V., a limited liability company registered in the Netherlands. For more information,

please visit www.cmslegal.ru.
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