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Introduction to the operations of the insurance supervisory authority (isa)

I shall start the introduction with a short historical review. Then I shall go on to the organisation and financing of the ISA. Thereafter I will discuss supervised institutions and describe the operations of the ISA.

Historical background

According to an inquiry issued by the Imperial Senate of Finland, in 1888 three domestic insurance companies, eight Russian and 28 other foreign insurance institutions operated in Finland. In addition, there were hundreds of local fire insurance associations, founded as early as the end of the 18th century, and various relief funds. The first pension fund was founded in 1864. In 1891, a “graceful imperial declaration“ was issued, specifying the terms and conditions under which foreign insurance institutions could sell insurance in Finland. The same law provided regulations for the establishment of insurance supervision in the person of a part-time "insurance-watcher".

Originally insurance supervision was organised in the administrative sector of trade and industry. In 1922 insurance supervision became the responsibility of the Ministry of Social Affairs. On 1 April 1999, the Insurance Supervisory Authority was separated from the Ministry of Social Affairs and Health. Its task is to supervise insurance institutions, while the Insurance Department of the Ministry of Social Affairs and Health is responsible for insurance regulation.

The organisation and financing of the ISA

The ISA is an independent agency in the administrative sector of the Ministry of Social Affairs and Health. The ISA is headed by the Director General. The ISA’s operations are steered and supervised by the Board of Directors. The members of the Board are appointed by the Ministry of Social Affairs and Health. Two of the members represent the Ministry of Social Affairs and Health. Both the Ministry of Finance and the Bank of Finland have one representative in the Board. The Directors General of the Financial Supervisory Authority and the ISA are also members in the Board. The very same persons except one constitute the Board of the Financial Supervisory Authority, where the Ministry of Finance has two representatives and the Ministry of Social Affairs and Health one representative. This arrangement ensures the close co-operation between the two supervisory authorities.

Costs of the Insurance Supervisory Authority’s operations are financed by supervision fees and service charges collected from the supervised institutions. Our budget for this year is EUR 6,5 million. We employ 75 people.

The ISA is organised into two supervision departments: Prudential Supervision and Conduct of Business Supervision. The Administration and Internal Services department takes care of the support functions.

Supervised institutions

Supervised institutions can be divided roughly into to groups. The operations of the institutions in the first group are subject to the insurance directives of the European Union, whereas the second group consists of institutions providing nationally regulated, social security related insurance. The former group comprises life and non life insurance companies, local mutual insurance associations, as well as insurance agents and insurance brokers. The most important subgroup in the latter one consists of institutions providing statutory employee pension insurance in the private sector. These are employment pension insurance companies, company pension funds and industry-wide pension funds. The latter group also includes employee sickness funds and other employee benefit funds as well as unemployment funds. We also supervise the investment activities of the public sector pension funds, i.e. the Local Government Pension Institution and the State Pension Fund.

As host country supervisor we supervise conduct of business of insurance companies from other member states of the European Economic Area operating in Finland through a branch or on the basis of the freedom to provide insurance services. The financial supervision of those insurance companies is the responsibility of their home country supervisor.

Operations of the ISA

The primary function of the ISA is to promote the financial stability of insurance and pension institutions while maintaining condifence in the insurance business.

We concentrate on three areas in our supervision: 1) the supervised institutions have sufficient financial strength, 2) the supervised institutions have efficient control and management systems and

3) the supervised institutions comply with insurance legislation and follow best practices.

In financial supervision we focus on the supervision of the more risk-prone and major operators. We contribute to regulatory developments related to insurance companies’ risk-based solvency regulations, both nationally and within the EU. We publish statistics on the supervised institutions’ finances and operations.

We supervise insurance institutions’ compliance with regulations on corporate governance. We promote the development of efficient internal control mechanisms in the supervised institutions. We promote and supervise the development of risk management systems for investment risks and 

underwriting risks.

We supervise that marketing of insurance products, management of insurance contracts and claims handling practices conform to the legislation. Our focus is on statutory insurance and life insurance. We promote the transparency of information given to customers. We supervise that the persons operating in the insurance industry fulfil the legal requirements concerning professional competence and expertise.

