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This thesis has proposed to study the issues of the related party transaction
of insurance company. The study covered related academic concept, theories and
legal measures regulating related party transaction of Thailand and international legal
measures. This study found that the transaction between insurance company and the
related party who have influence in firm decision or have controlling power in firm
could be the tunnel to extract the resources from firm to those influencers or

controllers for their private benefit.

This study also found that Thailand’s legal measures regulating transaction
between insurance company and related party are insufficient due to the lack of legal
measures covering all types of significant transaction, significant related party, standard
of term and condition of the related party transaction, disclosure responsibility of
insurance company regarding relationship with related party and related party

transaction.

Finally, this thesis proposes some amendments of the insurance laws of
Thailand to be single standard in regards to related party transaction regulation of
insurance company covering all significant types of transaction and related party, both
quantitative and qualitative significance, by considering the influence in management
decision or control in company. Furthermore, the law should provide standard of term
and condition of related party transaction to meet at least arm’s length condition and
provide reporting requirement from the insurance company to disclose the relationship
with the related party and the related party transaction made by the insurance

company to the supervisor directly for serving review in timely basis.

Field of Study: Finance and Tax Laws Student's Signature

Academic Year: 2017 Advisor's Signature
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(Zurich: Swiss Re Institute, 2015); Swiss Re Institute, Sigma No 1/2014 Natural Catastrophes and Man-Made
Disasters in 2013: Large Losses from Floods and Hail; Haiyan Hits the Philippines (Zurich: Swiss Re Institute,
2014); Swiss Re Institute, Sigma No 2/2013 Natural Catastrophes and Man-Made Disasters in 2012: A Year
of Extreme Weather Events in the Us (Zurich: Swiss Re Institute, 2013); Swiss Re Institute, Sigma No 2/2012
Natural Catastrophes and Man-Made Disasters in 2011: Historic Losses Surface from Record Earthquakes
and Floods (Zurich: Swiss Re Institute, 2012); Swiss Re Institute, Sigma No 1/2011 Natural Catastrophes and
Man-Made Disasters in 2010: A Year of Devastating and Costly Events (Zurich: Swiss Re Institute, 2011);
Swiss Re Institute, Sigma No 1/2010 Natural Catastrophes and Man-Made Disasters in 2009: Catastrophes
Claim Fewer Victims, Insured Losses Fall (Zurich: Swiss Re Institute, 2010); Swiss Re Institute, Sigma No
2/2009 Natural Catastrophes and Man-Made Disasters in 2008: North America and Asia Suffer Heavy
Losses (Zurich: Swiss Re Institute, 2009); Swiss Re Institute, Sigma No 1/2008 Natural Catastrophes and Man-
Made Disasters in 2007: High Losses in Europe (Zurich: Swiss Re Institute, 2008).

2 gunuansaseanddsudunsisieusema TaglddnsuanUisudiainlaiminsgninesuinseed

suIALisUsEmAlng Usedruil 12 wwisu 2561 Tudnsn 1 uim windu 31.161 vn dle 1 Aeaanianizeluing
dUAUIN https://www.bot.or.th/thai/_layouts /application/exchangerate/exchangerate.aspx e 12 wweu
2561

% Swiss Re Institute, Sigma No. 1/2018, p. 4; @dfnanuidenisain Swiss Re Institute 1Junislddaa

nasargnUiuyarmmenismuInngnstuielul 2017
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%39 5,920,590 a1uun®’ 113l 9n5189uU 2017 wudnmnudemeniaasegia (Economic
Losses) 31nn1siinfgivfvadlan 19mns1500ay 0.44 Y899 INANANLIATINVDILAN

(Global GDP) @aufisduannsnsiAnadeuesd 2007-2016 lushsSosay 76

IINNTTIVTILATATUTDLATDITIENUYDS Swiss Re Institute F39581I4
U p.A. 2008 — 2017 (M15799 1) wunlugisszeziiaininanlaniinfefuRTugwILLIN
wazadeaUideriednuinumimaliunsevivu agdseinasiag Malan lngyasn

ANUdEsELAzIANSalAeURMANTY Tuwilduguses ™

ANULABUIBANNABRTRAINAT @1u15aAnTUlAINEIIUYIRA (natural
a o 4 . 29 =

catastrophes) LaglNAINNITNTENIVOINYBE (Man-made disasters)”™ AIULAYNIHIN
Ay dAn11555UvIA laun Wiy (Storms) ennde (Floods) ukuAulna (Earthquakes)
81n1AnuN (Cold, frost) gniitu (Hail) fauda (Drought) T (bush fires) AduauTau
(heat waves) uazduq (Miscellaneous) \usu daufefivAnAna1nn1snIziveuyLd
Toua Tulwiiuazszida (fires and explosions) N135nen15318 (Terrorism) faivAni1an1siu
(Aviation disasters) faNUANI9NELA (Maritime disasters) AgNUANIINITVUAINIITY

(Rail disasters) wardue (Miscellaneous) sJufn

3ndoya M151991 1 atuisaasuladn Tuyiaiad a.e. 2008 - 2017
(% ! A o fa Al v ¥ L I =
Aana Insnddunlasuanuguasesainnisyseiudy feleuay 67.88 vesrmuLdenenis

a_a a U A wva o A a & =2 Y = ! a v v < a da
LATEINANEAANITINANYNUANINUANLANYU ’°NLLEﬂG’I\‘iI‘WLﬁu'ﬂﬁqiﬂ"ﬂﬂigﬂucﬂﬂL‘U‘Llﬁqiﬂ%‘l/lll

[ |

ANNdAYAaTEULLIATYgNAvRIUsEmALazvadlan Tunstiewmdenisasugiauiunnauay

nAgsnanee Tunsdliinmgnisaldefiufinie wavdlisduasudinnnudusguve sy vl

ISR

7 fnnuandnsuandeuiussieUsana Ingldsnsuandisudiadediniminssminsuases
suIAILAIUsEWALNY Used1iudl 12 wwigu 2561 Tudnsn 1 uwm wiifu 31.161 U de 1 neaanianigeludn
duAuaIN https://www.bot.or.th/thai/_layouts /application/exchangerate/exchangerate.aspx e 12 wweu
2561

% Swwiss Re Institute, supra note 23.
% Zweifel and Eisen, Insurance Economics, p. 6.

** Swiss Re Institute. supra note 23.
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A13°99 1 USunaenudemeniaasygng uasanudemeniinisieuseiude

1952021981 10 U 5819190 A.A. 2008 — 2017

) Anudemeiivia AALEIWIBN
X AU Y W -
AU . y Usenuny LATEENY
. . WUszauny
U A.A. LWARNIE (Insured Losses) | (Economic Losses)
(Victims) L u . D u .
(Events) , (Mg WUaUARE | (MUIY: WUAUAeA
(Mu28: AL) e e - e e -
813 @nsgaLNTNI) | 813 @nIFalusnl)
2008 311 240,460 52.00 269.00
2009 288 14,916 26.27 62.00
2010 304 303,573 43.40 218.00
2011 325 34,729 115.81 370.88
2012 318 13,929 77.20 185.70
2013 308 25,903 45.00 140.00
2014 336 12,777 34.70 109.90
2015 353 26,359 37.00 92.00
2016 327 10,898 54.00 175.00
2017 301 11,404 144.00 337.00
33U 3,171 694,948 629.38 1,959.48

Lmaia%'aga: Swiss Re Institute

ayulneg3de
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2.1.1.2 ANUFIAUATUNITNRAIUIUTZINA

v

TumuunumiunsimuUssnakazdeny MsUseiudeliunumysens
ddglugrusidueiesdovsznisndefildlunisWauivssina unuimdsenisiignli
ANUEAYFIENITRRINILATYEAITaaNN19E 19819 AeuTIngluninisuseguseau

YIUNYFVD9ENU TNV BNINUNNTAIREENITWAMIUN (The United Nations Conference on

a

Trade and Development (UNCTAD)) #sdpaulutl 1964 Niuseyuilyusesianisuseiusdieh
“nrsuseiudouarnisuseiuiorefsdudedendrfysonisiasyivinluniswaun

Useine”3!

[V Y] ) ! o v a S d‘ N
n1sUseiudeludiuddguasssuuiasegialunisiluniesianaiing
= a a v Y =
LafgsnInvaInNITasyiulanisuselalidulsevinsvesUsema wasiiunumlunig
atuayuliinfangsuN1INEnveInIATINY BonaINt Sellunumluasanisesydiulamni
WsugRalAiuUsEne HuAUAMKATUSNITUR9INIUTEAUAY SIUTIINNITIUINY UaY
o 1y ¢ % o I3 e <
fagaglunsimunuyee (human development) mgnisasnesanulueginzu lagn1sidu
dll £ v a v oA é’ VY a ¢ = !
wsesatvayulvussnvuddufenwasleniauintulunislasuuinismnanisunmeg Fedea

1

IUssvullgunning

v v |

gfvUsgiudedeliunuInd1AgyRon1ALAT¥EN9934 (Real Economy)

<

Y LY PN

Tunsvimdhndudnamuaaitu M lamuludunsndasmueneg Faduunumlunisli
RunuAanIAgIne N1unsamulungIaIsuienil as1aswimu wasdunindussinnaug
ganaUsziudeiafiunuimddglunisadvayuianssunisasegiavesussmeadusgiauin

nalnn1sussiudend aunsaadisnnudiduuazanuasgivlasewrsugiaveslseine’

n1AgInalseiudeiinisnszaenasalndlevesndndusiuinnin

AAYRAIMNTTNEUY InendndueivesningnavnssuUseiudelinnurainvatsuasinig

*! United Nations, supra note 1.

*2 Swiss Re Institute, Sigma 4/2017 Insurance: Adding Value to Development in Emerging Markets

(Zurich: Swiss Re Institute, July 2017), p. 31.

*W. Jean Kwon and Leigh Wolfrom, "Analytical Tools for the Insurance Market and Macro-Prudential

Surveillance,"” OECD Journal: Financial Market Trends 2016, 1 (2016): 1-47.
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N3¥eANNELS InelldnyasuanaeiunuUsennuedgsnalseiuiy OECD loudsUsem

YoaNAnfuivesgInaseiudy Al

Y

(n) §30aUsEiUTIN (Life Insurance) WUIUTELANVDINGN DU LoGaLl

- wAnAmaiszazdu (Short term) 19y nansmeifAoafunisuimiu
(Personal injury) A211AN158ULTlaa1ngURLMAMIBA1ULE U8 (Disability due to
accidents or to sickness) 1Judu

- wAnfaaiszezena (Long term) 1 nAnsaeiRefuauLTas Y0
UARABULINAINAMARINY (Death) NAn SRt UNTTeRuTeTvT ey (Annuity)
wAn el AgTUNSUAsUYToNRABAYAT (Marriage and birth) wanAnusiAgiuEuiiug
(Tontines) tJudu

- nAnfuTid1ugenn (Social) 1y wAnAusiAgIiUANLTUEYBIYARA
ULANAINAWNAA19 (Death) nAnSaeiientun1sateiusevieiudiuig (Annuity)
NAnSasidiieatunisuindu (Personalinjury) naafaeiAgatuanuinisiiadossn
guRmansaaudulae (Disability due to accidents or to sickness) 1ugiu

- nARfugIF1uNITaU (Investment) 1 HARSATIABIAUNTIN8RY

gy

F18Un3eUIUY (Annuity) nandnudiusefuiianianvauzronlasnmsamulunomu (Life

insurance linked with investment funds) andasineusuiiuna (Tontines) Hugu

- nAnFuaEIUN15EaNRY (Saving) 1 KARSMLILABITUAINNTAETET
yAAa (Death) HanfusiAgaiunseiunedvioiutiug (Annuity) ndadusiAsady
AufinsiAndosaingdimguiend1uLiudae (Disability due to accidents or to

sickness) nanfaaiAgItUNITUAIURTON1SAAEAYAT (Marriage and birth) sy

(v) daugsfavseiudeuszianinlsilenisuseAuia (Non-life

[

insurance) LUIUSELANUDINAR AR LA T

a [ 3 v wa

- nAnAuNsTETEUY (Short term) L¥u NARAUNLABINURTALRTILAAIN

9 q

a A =

° a a . a o ea a Y] a
NN INUNTDIINAITUTENDUDIYN (Accident) HANNUNNLNYINUAIUFULAYNRIDLAYNNY

YRR

** Organisation for Economic Co-operation and Development (OECD), "Policyholder Protection Schemes:

Selected Considerations,"” OECD Working Papers on Finance, Insurance and Private Pensions 31 (2013): 25.
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[ 1 . a [ 1 . |
31nN1545UTe (Sickness) A1NLATBITNTUAZEUNIULUTELANANEY (vehicles) 3NNTULES
@ufn (Goods in transit) AUgYLEEN1AUN1TRU (Miscellaneous financial loss) Alddng

NNHNNNY (Legal expense) Hudu

- wAnAnsid1udean (Social) 1y wansusiAgifugtRmaiitinain
N15Y1197U %39371NN15UTZNOUDNTN (Accident) mﬁmﬁmsﬁﬁL?‘{mﬁ’ummqﬁyﬁw%ﬁama
97nn15t3uUaY (Sickness) m%mffmeﬁﬁL?‘imﬁ’uqﬁyLﬁsm'1ﬂin‘wﬁLLa3ﬁaﬁﬂ’amﬁismna
(Fire and natural forces) A1uURRIINNNSTUTEUNLE (Motor vehicle liability) tJudu

[ (4

-HANAMNILNON1ATINY (Mainly Corporate) L3u A1UTURA

[
= A = a a =

lupugidenieidenieMiniuainn1susenaugsnniieg (Business liabilities) w38

o

a LY & I~

maafunIng (damage to property) n15UsguAIIUTURR (Suretyship) AI1UgyLdEe

MIINUNTSRY (Miscellaneous financial loss) Avldaemnisngmany (Legal expense) lusiu

4 1 < a a Ao [y [
n1saan1saiauagiiulunisiinaudenieniunsuuse dudy
Juanuidsssensdifguesgsnalseiudy iesanaildanaulue (Large portion of
expense) veUTENUsEAUfy laun Wundesdngmudyyrliuigionuseiudevse

N Ls

Asuuselevilunsaifiamenisaiinladuiueudy uazenlddnslunisaniiufanisvesusum
Useiudey Tunsainusenuseiudsaiuisaninnisaiadudenislusuiannfaziinain
e‘d'tu U o v 1 ¥ 1 a o % [ 1 UV a A
wign1sainsulseiudelaegrsgndesuiueu uisndseiudeaslilasuanudeniense
PINYUIINNTANTUNINT Luﬂ'mﬂu%ﬁwﬂszﬁuﬁahjmmmmmﬂﬁmﬂlﬁeﬂwgﬂﬁaawuau
Q’lj % % d‘ a o U U 2K (= 1 1 ¥ 1 F 7 a o
WedssAudenusendsedudelasuenaliiiisanadanisitedunuailditevesuson
AnuiuglunImIANTsalANIEE e LT UUTE NN BRg UNNUETUYBIN) 1R8I IUIUNIN
(the law of large Number) UsEnUseiufuazauisannn1sainnudeniensulseiudela
A8ATN1TIIVIININIUIUNUIYYDIAINULELIAIUTELANLAYINU LU IUIUNUINLNEIND
(Sufficient large number of homogeneous exposure units) waaldn1sviturear8n1514

nguiaudululs (Theory of Probability)*

* Emmett J. Vaughan and Therese M. Vaughan, Fundamentals of Risk and Insurance, p. 36.
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2.1.1.3 Ysanaugsiauseiudevasine

Tl 2560 (HeUsefufsiulnenssosnagsialsetusoveding 9w
SveAY 693,66 UM ﬁmLﬁuLﬁaﬂizﬁuﬁﬁﬂm&meaqqiﬁwszﬁ’u%m U 473,997
duun wozvesgshalseiuiuady $5wau 219,649 S1uun® ileuseiufosmmesing
dewisuiusedulan wuirduTmamnnlududud 26 Tasdusdu 1 AeUssmaanigowdn

duu 2 AaUsunAg Uy duu 3 AeUseineu®®

2.1.2 ANUEY9YRIFINAUTEAUNY

o

a g v o d‘ dl o -d! 1 1
ﬁqiﬂ"\]ﬂi%ﬂﬂﬂﬂﬂﬂ"\]ﬁ]ﬂﬂ']’mLﬁEJ\Wlﬂ']ﬂiU‘Via'1EJ‘IJ’i%ﬂ’ﬁ"'lj\‘lﬁx‘iNﬁﬂi%Vl‘UIWEJ(ﬂNG]@ﬁ’]uz

o

N5RUYRIUTEN wazdwmansenunon1sakiugsiavesusunlann
2.1.2.1 anudgenun1snansansuuseAufe (Undemwriting Risk)

AL ADIE NSRS SUUSE R U Ao AadesfilAinduainnig
finnsaniutssfufouazUssnmvosnmsiulseiu Sawnafntuannranetade vailade
meluusemuseiuse wWu Besmsiiansandeulunisiuuseiude nmsivunsnsia de
Useiufe n1sdnassiiudisendeuseiudowasSudisesinduluuvauny wazaindade

Ao ' 1 ' o a o 9 a
ﬂqﬂuaﬂwuﬁq’]uLL‘Uiﬂi?ulﬂJLLuu@u bYU NYTITHYIA N1TNTSINAIVOINY AstlaguLlas

v
v @

* fRudnwianidayaresuieniseiudeidadinungringlne lisimanvvesuseniseiude

ANUTENA

> drinnuenenssunisiiusazdaaiunisusenevgsnadseiude, Weuseiudesulaenswesgsia
Usziudy Usednieu unsiau-Suaney U 2560 [paulal], 30 funay 2561, wradadiun

Http://Www.Oic.Or.Th/Th/Industry/Jan-Dec2018

* Swiss Re Institute, Sigma No. 3/2017 World Insurance in 2016: The China Growth Engine
Steams Ahead (Zurich: Swiss Re Institute, 2017), p. 48.

* |International Actuarial Association (IAA), A Global Framework for Insurer Assessment: A Report
by the Insurer Solvency Assessment Working Party of the International Actuarial Association (2004), p.
39-58. Available from:

https://www.actuaries.org/LIBRARY/Papers/Global_Framework Insurer Solvency Assessment-public.pdf
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WOANTINVREDONTUTITY Uaznsiaundadusiuseiudelnile lnge1adimansenuse

UM AUIINALNULAE NS LERUAANIAIAI9E e S Ul UR LA
2.1.2.2 AULEE99ULASAR (Credit Risk)

ANULAIAULATAA AB ANULFETINSNEAuvaUTENUseiudelinnnin

& vV

vseLaM1anas Sulllewnngdayyvesuiundseiudy W deenuanning dienuseiudy

U v Y

'
(% LY v v a

J [ % 1 a vua 14 = o
ulseiudese Wudu lannsaufifnudennamisnseyniuiidmualily

A1 LAYE
Y

[
a

e wsevmAnuiTeielunsUfUAnudya 1wy adyaylddeniiviedisydt

MWe D

o

HoenaTansvignanduduanuuiiene Wudu
2.1.2.3 andgsaunatn (Market Risk)

a4 v - a4 oo a Y
AMUEBUARIA fD ANUFISULBWNIINNTAsuLUaesTadely
Aan WU gn1menile §nTuanUAguiuAiUIEIA SIANRSIENTOYILS S1ANEUNIHY
FIAFINTUNING warTIAFUALAAIN Fee1admaliiinanuiuriuiesela yarves

ningaunasniidu waztunomuuesusendseiude
2.1.2.4 aAnudsuUfunn1s (Operational Risk)

= v a wa - a o oA A =
ANUEIAIUUURNT Ao Audssdulisanainauliiisane vie
N13591AN13NAUALANINIST NTBN1TAIUANNATRINTEUIUAITUSURMUAETY yAaIng
sruununely viamgnsainleuen wardinansenusaselauasRunauYaIuTEn lng

ANULABI LU AN sasain U lunnTuna uYeIn1sAELOU 1Y WENOUINAN3

= 4

ALY wagTinwe NsgLdsduIMIuTentinauniaud 1Ay (Key Employee)

Y

a

ANUFUTBUVBINTEUIUNITYINU AnTveanisidnfsdeyauazainudasnisresdeya

puEdBveteys N3NN8 WNT AuSURAYeU Wusy

2.1.2.5 AUEY9INNSUNINTZ18ANNEYRY (Contagion Risk)

v v o a a 1

NIANUTENUsEAUAEALTUTIAMUUNGUTINT ¥30NEUTININIINITHY

9 9

(Financial Conglomerate) yinlUS EnUsEAUABIAMUEIIIINNNSUNIATEANBAMUEY

(Contagion Risk) #e
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Freshfields Bruckhaus Deringer 1% A218%u18 Contagion 31 ¥i18814
NTLUIUNITTIAITERNRY AaLFevig nIsman1sald1Ayvelifiyanaurieanils
(the “primary entity”) @313HanseNusolAuAAABNUINTa (the “affected entity”)

MlvAnaudenie nieanudsenasidemsludalifuanainlasunanseny®

(%
&Y

191U Contagion Risk 390AIUNNILIT AIULASINLANDINAITUNTNTZAIBANULADNY

FEMINUAYARAADILUN

4

A0E719UBINNTAAAIUEENIEIINAITUNINTEANLINGR AD LrANITEl

a a a a | 4" a v (v [~ £ 1 Qlld o
N151ARINEANIINNTIEY U 2008 Begnavnssugsnausenuiaiugiauniunumdidy
luszuun1sduseninalsena loeiin15usenaugsnan1an1siududssineeg 1 aunsvany
iliAnn1sunsnszaeveInNdsnIeaInIngAlAsugiast1e5Iaq (Contagion Effect)

Tugsszwmeanieg 31uauun®
2.1.3 msmnuguagsnauseiudie
2.1.3.1 wqwﬁﬁ’n‘lﬂﬂaﬂﬂﬂiﬁﬂﬁu@juﬁ (The general theory of regulation)

N13AN®ILIBIANUAIARYRINITINAUTINAUTEAUdY I5Ng1uannngel)

Mlurasn1smiugua (The general theory of regulation) ds18aziBennall

(%
[

nouluvesnsiiugualsuduinfnvestniesygmansnaay Naed
Aandlusednsan (Efficient Market) Lagn13uaadunIaN1sAIgaInsaas1ssslavl
wnuneliiudsauls dniesugeansaufneausugluuurainsaivanvessyintinudndy

¥

WnisesnIsiduguanatuayuliianisudsduresnatn wildatvayulisgidiun

o9

WNSNUINITANTUAINTIUNAULATYFAR

a O o w ~ a ' | A a
nufniluvesnisiidugua Tuwinudadinainliivsednsain
ludedaluszuunain wasviaauadulun1sanidunisvasnann (Market operation)
p

Tnaiwidanudndunsgezdoadiunmiuguagsia iedesduldiiAnnisnseviniladdu

“ Freshfields Bruckhaus Deringer, Study on Financial Conglomerates and Legal Firewalls (2003)

[Online] Available from: https://www.dnb.nl/binaries/Freshfields%20report_tcm46-144721.pdf

o Kelly Kirby, "Supervisory Colleges: Improving International Supervisory Coordination," Connecticut

Insurance Law Journal 19, 1 (Fall 2012): 149-184.
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sssuseUszavundefuilan wazarsinisidugualiesnainanuduivaiveanain
(Market Failure)*” msiduguaiduisnisluniseuaunisdudugsfedadunisunsnusa
943 FBnsmdnvesigililunisldmunugsiaduunls 2 Uszns fe sunuunsosiu
A13HNUIA LargULUUNIAIAUgUassAa nstesiunisunuindenisdselideanioy
Nsuwdetuvenan diumsiiugua Aon1sivuauinsgulunsaniugsiavesuTeneng

lugmaminssy nsmiuguadufgtadlaensdunisiiunisusenaugsia

o

naufdAyneInunISAAugua Usenaumienquiaiungul Ae ngud
N1SMAUALATIIAIIANUNLLYIVBITEUUAAA (The Market Failure Theory of Regulation)
N0ufN15ATRUNYBINIAAULLA (The capture theory of regulation) kagnguinI1aaen

815715042 v8aN15MAUgUa (The Public Choice Theory of Regulation) d518azidenmal

(1) MUYNMSANUYUATINILANUTNMAYBITZUUAATA (The Market

Failure Theory of Regulation)

[ '
aada v % A

nguf Ui TngUsvasalunismiiuguatiiofeenisuiltelaymanuaumand

Y

[ '
= A

YBITTUUAAIA AILAUMAIVITZUUARIAIAT WD NaANHANBaTELETlUNTHAN LAY
A a a 1 @V Y = o YY a a = a a ' =) a a

wsausnslulSinawinladle Faviligudaiansidenndndumnseuinisluusuiauin

Nulunseteeiiuly udrdmelusefgeiulunseaiuly 1wy nsdlvenainiiiinnis

= N al [ v o | = s

1NYA (Monopoly) Fadunsaiinisudstuninisignviiate usemignviniiusegdlawasd

ANUAINNTANIEHERTUAMTOUIMTIUUSI IMdRskar T MINglUTIALUNG NTHAYIAETIS

HansENUsorUTlnA Melunainn1siiu waznananannssu®

(2) nguMIATEUIIBINMINIAUAUA (The capture theory of regulation)

L = =

NeufN1sATeUvBINsAiugia Ao Ainduguardwayselevives

eX2p

gniduguaninnIlselevivesaisisuenseUsslevidvesgusian lnegiidugua

Y Y

naseudlaenguralseloviduranguinddnsnaludeay a1uisagalanazddnsng

e

* Emmett J. Vaughan and Therese M. Vaughan, Fundamentals of Risk and Insurance, p. 99.

* |bid.
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] ° o o v & 1 | &
sansimuakuInnIsiiugualidulyauauiesnsvesngunayselevidadugon

[y

MAvguatiues™

(3) NQENIUABNA51TULVRINTTANUALA (The Public Choice

Theory of Regulation)

ngufnadenasisazvainsiiugua eutedinisiiuguailudmumia

[y

Y835rUUNITHlBIaziATEERa findugualiunumlunisinassanudenslviuyana vie

nauuAraci1ee) warlun1sdnassnsnensuliiinailiuaranianguuanauianguilgiuy

(% A

° N & = Yy v A ) ° @ v £
F1IVYLWHUIAVU Mi@ﬁ’]ﬂf\]ua\ﬂ,ﬂ RUIMNUTENITNUIVDI ﬂ’]ﬂU@LLaﬂ@Lﬂuzﬂ@@ﬂﬂaﬂuq gvU

Da e

Taauld wu Tunseennguuianisinumdnnmualiiiundainnquyaaauingy uaz

o
 =¢

Liiiundannquueanaunangy nauyanaaifelidnvazwtsduiu negiiiugua
= D o | A o o =~ < ' v vo ¢
fuuldunvzaiuayunduuananinisdnnisnauazivuindn nguyanan nsuuselovi

[ [y

Aungnainisiiusesdanisauwedidulunundninasinisidugua d1n1sidugua

| [y

NgUITuMBIILILINMTBRUEANUNIINIUNIN Bsagyilvinaudgniiuguaiuseqela

q

azdamsaueslndulunungunasmnismiusie®

2.2.3.2 anuaaglun1sidugsnadseiude

a Aa 4

a o [ o ) Y a Aa o [
VIYNUTENUNYLUUADIUUNTITIEUY NUANYULLTUNINITN ﬂ’l‘lﬂﬂL

2\D)}

J
a15150% (Publicly Accountable Entities: PEAs) tllosaintdufanisiiandugsianan
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& Seungjoon Lee, "Revealed Capital Market Imperfection within Korean Business Groups" (Ph.D.,

University of California Davis, 2008).
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” Subrahmanyam and Daniel Wolfenzon, "The Structure and Formation of Business Groups: Evidence

from Korean Chaebols," Journal of Financial Economics 99 (2011): 447-475.

8 James R. Lincoln, Michael L. Gerlach and Christina L. Ahmadjian, "Keiretsu Networks and Corporate

Performance in Japan," American Sociological Review 61,1 (Feb 1996): 67-88.
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™ Alexandra Corlaciu and Adriana Tiron Tudor, "Related Party Transactions," Annales Universitatis

Apulensis Series Oeconomica 13, 2 (2011): 241-248.

& James R. Lincoln, Michael L. Gerlach, and Christina L. Ahmadjian, "Keiretsu Networks and Corporate

Performance in Japan," American Sociological Review 61, 1 (Feb 1996): 67-88.

& panu Prommin, Seksak Jumreornvong, Pornsit Jirapornc, and Shenghui Tong, "Liquidity, Ownership
Concentration, Corporate Governance, and Firm Value: Evidence from Thailand," Global Finance Journal 31

(2016): 73-87.
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® Pascal Nguyen, " Corporate Governance and Risk-Taking: Evidence from Japanese Firms," Pacific-

Basin Finance Journal 19 (2011): 278-297.

83 o A& . P o Ao o &
M1991NANULA BN T UTEUU (Systematlc Risk) @9, UUANULALINUNANTENUNUNAIAYINTEUU LasvINNIA

7318 Inedlanveinandaduaeuenieguenivilen1saun
* pascal Nguyen, supra note 81.

® The Joint Forum, Intra-Group Transactions and Exposures Principles (1999), p. 2.
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® The International Accounting Standards Board (IASB), International Accounting Standard 24
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8 Mohammad Taregq, Muhammad Nurul Houge, Tony van Zijl, Dennis William Taylor, and Clive
Morley, "Discriminatory Related Party Transactions: A New Measure," International Journal of Accounting &

Information Management 25, 4 (2017): 395-412.

* Debt Financing fin n13f8uiu Inedlidiignusilud v wazezldsuaeniledunanauunuainnisli

Aeudenam
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& Tareq et al., "Discriminatory related party transactions: a new measure,” 395-412.
“ Ipid.

1 Belen Villalonga and Raphael Amit, "How Are U.S. Family Firms Controlled?," The Review of

Financial Studies 22, 8 (2009): 3047-3091.
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2 Sunwoo Hwang and Woochan Kim, "When Heirs Become Major Shareholders: Evidence on

Tunneling and Succession through Related-Party Transactions," ECGI - Finance Working Paper No. 413/2014:
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KDI School of Pub Policy & Management Paper 14-1 (19 March 2014). Available from:
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** Sunwoo Hwang and Woochan Kim, "When Heirs Become Major Shareholders,” (19 March 2014).
o Tareq et al., "Discriminatory related party transactions: a new measure,” 395-412.

% Wenxia Ge, Donald H. Drury, Steve Fortin, Feng Liu, and Desmond Tsang, "Value Relevance of

Disclosed Related Party Transactions.," Advances in Accounting 26, 1 (June 2010): 134-141.
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A1ANUIN N. Insurance Companies Act of Canada

Insurance Companies Act

S.C. 1991, c. 47

PART |
Interpretation and Application
Definitions

Definitions
2 (1) In this Act,

affiliate means an entity that is affiliated with another entity within the
meaning of section 6; (groupe)

body corporate means an incorporated body wherever or however
incorporated; (personne morale)

Commissioner means the Commissioner of the Financial Consumer

Agency of Canada appointed under section 4 of the Financial Consumer Agency of
Canada Act; (commissaire)

company means a body corporate referred to in subsection 13(1);
(societe)

director means a natural person occupying the position of director, by
whatever name  called, of a body corporate, and board @ of
directors or directors refers to the directors of a body corporate as a body and, in the
case of a society, refers to the supreme governing body of the society;
(administrateur, conseil d’administration ou conseil)

entity means a body corporate, trust, partnership, fund, an
unincorporated association or organization, Her Majesty in right of Canada or of a
province, an agency of Her Majesty in either of such rights and the government of a
foreign country or any political subdivision thereof and any agency thereof; (entité)

financial institution means

(@) a company or a society,


http://laws-lois.justice.gc.ca/eng/acts/F-11.1
http://laws-lois.justice.gc.ca/eng/acts/F-11.1
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(b) a bank or an authorized foreign bank within the meaning of section 2

of the Bank Act,

(c) a body corporate to which the Trust and Loan Companies

Act applies,

(d) an association to which the Cooperative Credit Associations

Act applies,

(e) a trust, loan or insurance corporation incorporated by or under an Act

of the legislature of a province,

(f) a cooperative credit society incorporated and regulated by or under an

Act of the legislature of a province,

(2) an entity that is incorporated or formed by or under an Act of Parliament

or of the legislature of a province and that is primarily engaged in dealing

in securities, including portfolio management and investment counselling,

and

(h) a foreign institution; (institution financiere)

foreign company means an entity that is the subject of an order made
under subsection 574(1); (société étrangere)

foreign institution means an entity that is

(@) engaged in the business of banking, the trust, loan or insurance business,

the business of a cooperative credit society or the business of dealing in

securities or is otherwise engaged primarily in the business of providing

financial services, and

(b) incorporated or formed otherwise than by or under an Act of Parliament

or of the legislature of a province; (institution étrangére)

subsidiary means an entity that is a subsidiary of another entity within
the meaning of section 5; (filiale)

substantial investment means a substantial investment determined in
accordance with section 10; (intérét de groupe financier)

Superintendent means the Superintendent of Financial Institutions appointed
pursuant to the Office of the Superintendent of Financial Institutions Act,

(surintendant)


http://laws-lois.justice.gc.ca/eng/acts/B-1.01

182

Major shareholder

(3) For the purposes of this Act, a person is a major shareholder of a body corporate

if
(a) the aggregate of the shares of any class of voting shares of the body
corporate that are beneficially owned by the person and that are
beneficially owned by any entities controlled by the person is more than
20 per cent of the outstanding shares of that class of voting shares of the
body corporate; or
(b) the aggregate of the shares of any class of non-voting shares of the
body corporate that are beneficially owned by the person and that are
beneficially owned by any entities controlled by the person is more than
30 per cent of the outstanding shares of that class of non-voting shares of

the body corporate.

Widely held
(4) For the purposes of this Act, a body corporate is widely held if it has no major

shareholder

PART XI
Self-dealing
Interpretation and Application

Definition of senior officer
517.1 For the purposes of this Part, a senior officer of a body corporate is a person
who is
(@) a director of the body corporate who is a full-time employee of the body
corporate;
(b) the chief executive officer, chief operating officer, president, secretary,
treasurer, controller, chief financial officer, chief accountant, chief auditor or

chief actuary of the body corporate;
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(c) a natural person who performs functions for the body corporate similar to
those performed by a person referred to in paragraph (b);

(d) the head of the strategic planning unit of the body corporate;

(e) the head of the unit of the body corporate that provides legal services or
human resources services to the body corporate; or

(f) any other officer reporting directly to the body corporate’s board of

directors, chief executive officer or chief operating officer.

Related party of company

518 (1) For the purposes of this Part, a person is a related party of a company where the

person

(a) is a person who has a significant interest in a class of shares of the company;
(b) is a director or senior officer of the company or of a body corporate that
controls the company or is acting in a similar capacity in respect of an
unincorporated entity that controls the company;

(c) is the spouse or common-law partner, or a child who is less than eighteen
years of age, of a person described in paragraph (a) or (b);

(d) is an entity that is controlled by a person referred to in any of paragraphs (a) to
(©)

(e) is an entity in which a person who controls the company has a substantial
investment;

(f) is an entity in which the spouse or common-law partner, or a child who is
less than eighteen years of age, of a person who controls the company has a
substantial investment; or

(9)is a person, or a member of a class of persons, designated under
subsection (4) or (5) as, or deemed under subsection (6) to be, a related party
of the company.

(h) [Repealed, 1997, c. 15, s. 277]

Exception — subsidiaries and substantial investments of companies
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(2) If an entity in which a company has a substantial investment would, but for
this subsection, be a related party of the company only because a person who
controls the company controls the entity or has a substantial investment in the
entity, and the person does not control the entity or have a substantial
investment in the entity otherwise than through the person’s controlling interest

in the company, the entity is not a related party of the company.

Deeming

(3) The holding body corporate of a company is deemed not to be a person

referred to in paragraph (1)(@) if the holding body corporate is a foreign company.

Designated related party

(4) For the purposes of this Part, the Superintendent may, with respect to a
particular company, designate as a related party of the company
(@) any person or class of persons whose direct or indirect interest in or
relationship with the company or a related party of the company might
reasonably be expected to affect the exercise of the best judgment of the
company in respect of a transaction; or
(b) any person who is a party to any agreement, commitment or
understanding referred to in section 9 if the company referred to in that

section is the particular company.

Idem

(5) Where a person is designated as a related party of a company pursuant to
subsection (4), the Superintendent may also designate any entity in which the
person has a substantial investment and any entity controlled by such an entity

to be a related party of the company.
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Deemed related party

(6) Where, in contemplation of a person becoming a related party of a company,
the company enters into a transaction with the person, the person is deemed for
the purposes of this Part to be a related party of the company in respect of that

transaction.

Holders of exempted shares

(7) The Superintendent may, by order, designate a class of non-voting shares of a
company for the purpose of this subsection. If a class of non-voting shares of a
company is so designated, a person is deemed, notwithstanding paragraph (1)(a),
not to be a related party of the company if the person would otherwise be a
related party of the company only because the person has a significant interest

in that class.

Determination of substantial investment

(8) For the purpose of determining whether an entity or a person has a substantial
investment for the purposes of paragraph (1)(e) or (f), the references to “control”
and “controlled” in section 10 shall be construed as references to “control,
within the meaning of section 3, determined without regard to paragraph 3(1)(d)”
and “controlled, within the meaning of section 3, determined without regard to

paragraph 3(1)(d)”, respectively.

Determination of control

(9) For the purposes of paragraph (1)(d), controlled means “controlled, within

the meaning of section 3, determined without regard to paragraph 3(1)(d)”.
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Non-application of Part

519 (1) This Part does not apply in respect of any transaction entered into prior to the
coming into force of this Part but, after the coming into force of this Part, any
modification of, addition to, or renewal or extension of a prior transaction is subject to

this Part.

Idem

(2) This Part does not apply in respect of

(@) assets of a segregated fund maintained pursuant to section 451 if
(i) all the policies in respect of which the fund is maintained are
held by one person or all the amounts in respect of which it is
maintained are retained on the direction of one person, or
(i) the assets of the fund reflect the securities upon which a
generally recognized market index is based and the weighting of
those securities in that index;

(b) the issue by the company of shares of any class when fully paid for in

money or when issued
(i) in accordance with any provisions for the conversion of other
issued and outstanding securities of the company into shares of that
class,
(i) as a share dividend,
(iii) in exchange for shares of a body corporate that has been
continued as a company under Part Il
(iv) in accordance with the terms of an amalgamation under Part VI,
(v) by way of consideration in accordance with the terms of a sale
agreement under Part VI, or
(vi) with the approval in writing of the Superintendent, in exchange
for shares of another body corporate;

(c) the payment of dividends or policy dividends or bonuses by a company;
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(d) transactions that consist of the payment or provision by a company to
persons who are related parties of the company of salaries, fees, stock
options, policy premiums, pension benefits, incentive benefits or other
benefits or remuneration in their capacity as directors, officers or
employees of the company;

(e) transactions approved by the Minister under subsection 715(1) of this
Act or subsection 678(1) of the Bank Act; or

(f) if a company is controlled by a widely held insurance holding company
or a widely held bank holding company, transactions approved by the
Superintendent that are entered as part of, or in the course of, a

restructuring of the holding company or of any entity controlled by it.

Exception

(3) Nothing in paragraph (2)(d) exempts from the application of this Part the
payment by a company of fees or other remuneration to a person for
(@) the provision of services referred to in paragraph 528(1)(a); or

(b) duties outside the ordinary course of business of the company.

Exception for holding body corporate

(4) A holding body corporate of a company is not a related party of the company
if the holding body corporate is a Canadian financial institution that is referred to
in any of paragraphs (@) to (d) of the definition financial institution in

subsection 2(1).

Substantial investment — related party exception

(5) Where a holding body corporate of a company is, because of subsection (4),
not a related party of the company, any entity in which the holding body

corporate has a substantial investment is not a related party of the company if


http://laws-lois.justice.gc.ca/eng/acts/B-1.01
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no related party of the company has a substantial investment in the entity

otherwise than through the control of the holding body corporate.

Meaning of transaction

520 (1) For the purposes of this Part, entering into a transaction with a related party
of a company includes

(@) making a guarantee on behalf of the related party;

(b) making an investment in any securities of the related party;

(c) taking an assignment of or otherwise acquiring a loan made by a third party

to the related party;

(d) taking a security interest in the securities of the related party; and

(e) causing the company to be reinsured by the related party against any risk

undertaken by the company under its policies.

Interpretation

(2) For the purposes of this Part, the fulfilment of an obligation under the terms
of any transaction, including the payment of interest on a loan or deposit and the
making of a payment or an advance under a policy, is part of the transaction, and

not a separate transaction.

Meaning of loan

(3) For the purposes of this Part, loan includes a deposit, a financial lease, a
conditional sales contract, a repurchase agreement and any other similar
arrangement for obtaining funds or credit, but does not include investments in

securities or the making of an acceptance, endorsement or other guarantee.
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Security of a related party

(4) For the purposes of this Part, security of a related party includes an option,
transferable by delivery, to demand delivery of a specified number or amount of

shares of the related party at a fixed price within a specified time.

Prohibited Related Party Transactions
Prohibited transactions

521 (1) Except as provided in this Part, a company shall not, directly or indirectly,

enter into any transaction with a related party of the company.

Transaction of entity

(2) Without limiting the generality of subsection (1), a company is deemed to have
indirectly entered into a transaction in respect of which this Part applies where the

transaction is entered into by an entity that is controlled by the company.

Exception

(3) Subsection (2) does not apply where an entity that is controlled by a company
is a financial institution incorporated or formed under the laws of a province and
is subject to regulation and supervision, satisfactory to the Minister, regarding

transactions with related parties of the company.

Idem

(4) Subsection (2) does not apply in respect of transactions entered into by an
entity that is controlled by a company if the transaction is a prescribed transaction

or is one of a class of prescribed transactions.
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Permitted Related Party Transactions
Nominal value transactions

522 Notwithstanding anything in this Part, a company may enter into a transaction with
a related party of the company if the value of the transaction is nominal or immaterial
to the company when measured by criteria that have been established by the conduct

review committee of the company and approved in writing by the Superintendent.

Reinsurance

523 (1) A company may, subject to subsection (2) and to Division lll of Part VI, cause
itself to be reinsured by a related party of the company against any risk undertaken

by the company under its policies.

Restriction re related parties

(2) Except with the approval of the Superintendent, a company may cause itself to be
reinsured in respect of risks undertaken under its policies by a related party of the
company only if the related party is

(@) a company; or

(b) a foreign company that, in Canada, reinsures those risks.

Exception

(3) The approval of the Superintendent under subsection (2) is not required
if the reinsurance transaction was approved by the Minister or the

Superintendent under subsection 254(2) or (2.01).

Risks of related party

524 A company may, subject to Division Ill of Part VI, reinsure any risks undertaken by

a related party of the company.
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Secured loans

525 A company may make a loan to or a guarantee on behalf of a related party of the
company or take an assignment of or otherwise acquire a loan to a related party of
the company if
(@) the loan or guarantee is fully secured by securities of or guaranteed by the
Government of Canada or the government of a province; or
(b) the loan is a loan permitted by section 469 made to a related party who is a
natural person on the security of a mortgage of the principal residence of that

related party.

Borrowing, etc., from related party

526 (1) A company may borrow money from or issue debt obligations to a related

party of the company.

Segregated funds

(2) A company may issue policies to a related party of the company or accept or
retain on the direction of a policyholder or beneficiary who is a related party
amounts that are payable as
(@) policy dividends or bonuses, or
(b) policy proceeds on the surrender or maturity of the policy or on the death
of the person whose life is insured
where the liabilities of the company in respect of the policies or the amounts
accepted or retained vary in amount depending on the market value of a

specified group of assets.

Acquisition of assets

527 (1) A company may purchase or otherwise acquire from a related party of the

company



192

(a) securities of or guaranteed by the Government of Canada or the
government of a province;

(b) assets fully secured by securities of or guaranteed by the Government of
Canada or the government of a province; or

(c) goods for use in the ordinary course of business.

Sale of assets

(2) Subject to section 512, a company may sell any assets of the company to a
related party of the company if
(@) the consideration for the assets is fully paid in money; and

(b) there is an active market for those assets.

Asset transactions with financial institutions

(3) Notwithstanding any of the provisions of subsections (1) and (2), a company
may, in the normal course of business and pursuant to arrangements that have
been approved by the Superintendent in writing, acquire or dispose of any assets,
other than real property, from or to a related party of the company that is a

financial institution.

Asset transactions in restructuring

(4) Notwithstanding any of the provisions of subsections (1) and (2), a company
may acquire any assets from, or dispose of any assets to, a related party of the
company as part of, or in the course of, a restructuring, if the acquisition or

disposition has been approved in writing by the Superintendent.

Idem

(5) A company may lease assets
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(@) from a related party of the company for use in the ordinary course of
business of the company, or
(b) to a related party of the company,

if the lease payments are made in money.

Approval under subsection 254(2) or (2.01)

(6) A company or society may acquire any assets from, or dispose of any assets
to, a related party of the company under a transaction that is approved by the

Minister or the Superintendent under subsection 254(2) or (2.01).

Services

528 (1) A company may enter into a transaction with a related party of the company
if the transaction
(a) subject to subsection (2), consists of a written contract for the purchase
by the company of services used in the ordinary course of business;
(b) subject to subsection (4), involves the provision of services normally
offered to the public by the company in the ordinary course of business;
(c) consists of a written contract with a financial institution or an entity in
which the company is permitted to have a substantial investment pursuant
to section 495 that is a related party of the company
(i) for the networking of any services provided by the company or
the financial institution or entity, or
(ii) for the referral of any person by the company to the financial
institution or entity, or for the referral of any person by the financial
institution or entity to the company;
(d) consists of a written contract for such pension or benefit plans or their
management or administration as are incidental to directorships or to the

employment of officers or employees of the company or its subsidiaries; or
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(e) involves the provision by the company of management, advisory,
accounting, information processing or other services in relation to any business

of the related party.

Restriction
(2) Where a company has entered into a contract pursuant to paragraph (1)(@) and
the contract, when taken together with all other such contracts entered into by
the company, results in all or substantially all of the management functions of
the company being exercised by persons who are not employees of the company,
the Superintendent may, by order, if the Superintendent considers that result to
be inappropriate, require the company, within such time as may be specified in
the order, to take all steps necessary to ensure that management functions that
are integral to the carrying on of business by the company are exercised by

employees of the company to the extent specified in the order.

Exception
(3) Despite subsection 521(2), a company is deemed not to have indirectly
entered into a transaction in respect of which this Part applies if the transaction is
entered into by an entity that is controlled by the company and the business of
which is limited to the activity referred to in paragraph 495(2)(c) and the
transaction is on terms and conditions at least as favourable to the company as

market terms and conditions, as defined in subsection 534(2).

Services
(4) The provision of services, for the purposes of paragraph (1)(b), does not include

the making of loans or guarantees.

Transactions with holding companies
528.1 (1) Subject to subsection (2) and sections 528.2 and 528.3, if a widely held

insurance holding company or a widely held bank holding company has a significant
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interest in any class of shares of a company, the company may enter into any
transaction with the holding company or with any other related party of the company

that is an entity in which the holding company has a substantial investment.

Policies and procedures
(2) The company shall adhere to policies and procedures established under

subsection 204 (3) when entering into the transaction.

Restriction
528.2 (1) If a company enters into a transaction with a related party of the company
with whom the company may enter into transactions under subsection 528.1(1) and
that is not a federal financial institution, the company shall not directly or indirectly
make, take an assisnment of or otherwise acquire a loan to the related party, make an
acceptance, endorsement or other guarantee on behalf of the related party or make
an investment in the securities of the related party if, immediately following the
transaction, the aggregate financial exposure, as that expression is defined by the
regulations, of the company would exceed
(@) in respect of all transactions of the company with the related party, the
prescribed percentage of the company’s regulatory capital or, if no
percentage is prescribed, five per cent of the company’s regulatory capital;
or
(b) in respect of all transactions of the company with such related parties
of the company, the prescribed percentage of the company’s regulatory
capital or, if no percentage is prescribed, ten per cent of the company’s

regulatory capital.

Order
(2) If the Superintendent is of the opinion that it is necessary for the protection
of the interests of the policyholders and creditors of a company, the

Superintendent may, by order,
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(a) reduce the limit in paragraph (1)(a) or (b) that would otherwise apply to
the company; and

(b) impose limits on transactions by the company with related parties with
whom the company may enter into transactions under subsection 528.1(1)

that are federal financial institutions.

Order
(3) The Superintendent may, by order, increase the limit in paragraph (1)(a) or
(b) that would otherwise apply to a company on transactions by the company
with related parties that are financial institutions that are regulated in a manner

acceptable to the Superintendent.

Assets transactions
528.3 (1) Despite subsection 527(3), a company shall not, without the approval of the
Superintendent and its conduct review committee, directly or indirectly acquire assets
from a related party of the company with whom the company may enter into
transactions under subsection 528.1(1) that is not a federal financial institution, or
directly or indirectly transfer assets to such a related party if
A+B>C
where
A
is the value of the assets;
B
is the total value of all assets that the company directly or indirectly
acquired from, or directly or indirectly transferred to, that related party in
the 12 months ending immediately before the acquisition or transfer, other
than assets acquired by or transferred to the company under transactions
permitted by section 522; and
@
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is five per cent, or the percentage that may be prescribed, of the total value
of the assets of the company, as shown in the last annual statement of the

company prepared before the acquisition or transfer.

Exception
(2) The prohibition in subsection (1) does not apply in respect of assets
purchased or otherwise acquired under subsection 527(1), assets sold under

subsection 527(2) or any other assets that may be prescribed.

Exception
(3) The approval of the Superintendent under this section is not required if

(@) the company acquires or transfers assets under a transaction that is
approved by the Minister or the Superintendent under subsection 254(2) or
(2.01);

(b) the company or its subsidiary acquires shares of, or ownership interests
in, an entity for which the approval of the Minister under Part VIl or
subsection 495(7) is required or the approval of the Superintendent under

subsection 495(8) is required.

Value of assets
(4) For the purposes of “A” in subsection (1), the value of the assets is

(@) in the case of assets that are acquired, the purchase price of the assets
or, if the assets are shares of, or ownership interests in, an entity the assets
of which will be included in the annual statement of the company after
the acquisition, the fair market value of the assets; and

(b) in the case of assets that are transferred, the book value of the assets
as stated in the last annual statement of the company prepared before the
transfer or, if the assets are shares of, or ownership interests in, an entity

the assets of which were included in the last annual statement of the



198

company before the transfer, the value of the assets as stated in the annual

statement.

Total value of all assets
(5) For the purposes of subsection (1), the total value of all assets that the
company or any of its subsidiaries has acquired during the period of twelve
months referred to in subsection (1) is the purchase price of the assets or, if the
assets are shares of, or ownership interests in, an entity the assets of which
immediately after the acquisition were included in the annual statement of the
company, the fair market value of the assets of the entity at the date of the

acquisition.

Total value of all assets
(6) For the purposes of subsection (1), the total value of all assets that the
company or any of its subsidiaries has transferred during the period of twelve
months referred to in subsection (1) is the book value of the assets as stated in
the last annual statement of the company prepared before the transfer or, if
the assets are shares of, or ownership interests in, an entity the assets of which
were included in the last annual statement of the company before the transfer,

the value of the assets of the entity as stated in the annual statement.

Directors and officers and their interests
529 (1) Subject to subsection (2) and sections 530 and 531, a company may enter into
any transaction with a related party of the company if the related party is
(@) a natural person who is a related party of the company only because
the person is
(i) a director or senior officer of the company or of an entity that
controls the company, or
(i) the spouse or common-law partner, or a child who is less than
eighteen years of age, of a director or senior officer of the company

or of an entity that controls the company; or



199

(b) an entity that is a related party of the company only because the entity
is controlled by
(i) a director or senior officer of the company or of an entity that
controls the company, or
(i) the spouse or common-law partner, or a child who is less than
eighteen years of age, of a director or senior officer referred to in

subparagraph (i).

Loans to full-time officers
(2) A company may, with respect to a related party of the company referred to
in subsection (1) who is a full-time senior officer of the company, make, take an
assignment of or otherwise acquire a loan to the related party only if the aggregate
principal amount of all outstanding loans to the related party that are held by
the company and its subsidiaries, together with the principal amount of the
proposed loan, does not exceed the greater of twice the annual salary of the

related party and $100,000.

Exception
(3) Subsection (2) does not apply in respect of
(@) loans referred to in paragraph 525 (b), and
(b) margin loans referred to in section 531,
and the amount of any such loans to a related party of a company shall
not be included in determining, for the purposes of subsection (2), the
aggregate principal amount of all outstanding loans made by the company

to the related party.

Preferred terms — loan to senior officer
(4) Notwithstanding section 534, a company may make a loan, other than a
margin loan, to a senior officer of the company on terms and conditions more

favourable to the officer than market terms and conditions, as defined in
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subsection 534 (2), if the terms and conditions of the loan have been approved

by the conduct review committee of the company.

Preferred terms — loan to spouse or common-law partner
(5) Notwithstanding section 534, a company may make a loan referred to in
paragraph 525(b) to the spouse or common-law partner of a senior officer of the
company on terms and conditions more favourable than market terms and
conditions, as defined in subsection 534 (2), if the terms and conditions of the

loan have been approved by the conduct review committee of the company.

Preferred terms — other financial services
(6) Notwithstanding section 534, a company may offer financial services, other
than loans or guarantees, to a senior officer of the company, or to the spouse or
common-law partner, or a child who is less than eighteen years of age, of a senior
officer of the company, on terms and conditions more favourable than market
terms and conditions, as defined in subsection 534 (2), if
(@) the financial services are offered by the company to employees of the
company on those favourable terms and conditions; and
(b) the conduct review committee of the company has approved the
practice of making those financial services available on those favourable
terms and conditions to senior officers of the company or to the spouses
or common-law partners, or the children under eighteen years of age, of

senior officers of the company.

Board approval required
530 (1) Except with the concurrence of at least two thirds of the directors present at
a meeting of the board of directors of the company, a company shall not, with
respect to a related party of the company referred to in subsection 529 (1),
(@) make, take an assignment of or otherwise acquire a loan to the related
party, including a margin loan referred to in section 531,

(b) make a guarantee on behalf of the related party, or
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(c) make an investment in the securities of the related party
if, immediately following the transaction, the aggregate of
(d) the principal amount of all outstanding loans to the related party that
are held by the company and its subsidiaries, other than
(i) loans referred to in paragraph 525(b), and
(ii) if the related party is a full-time senior officer of the company,
loans to the related party that are permitted by subsection 529(2),
(e) the sum of all outstanding amounts guaranteed by the company and its
subsidiaries on behalf of the related party, and
(f) where the related party is an entity, the book value of all investments by
the company and its subsidiaries in the securities of the entity

would exceed 2 per cent of the regulatory capital of the company.

Limit on transactions with directors, officers and their interests
(2) A company shall not, with respect to a related party of the company referred
to in subsection 529(1),
(@) make, take an assignment of or otherwise acquire a loan to the related
party, including a margin loan referred to in section 531,
(b) make a guarantee on behalf of the related party, or
(c) make an investment in the securities of the related party
if, immediately following the transaction, the aggregate of
(d) the principal amount of all outstanding loans to all related parties of the
company referred to in subsection 529(1) that are held by the company and
its subsidiaries, other than
(i) loans referred to in section 525, and
(i) loans permitted by subsection 529(2),
(e) the sum of all outstanding amounts guaranteed by the company and
its subsidiaries on behalf of all related parties of the company referred to

in subsection 529(1), and
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(f) the book value of all investments by the company and its subsidiaries
in the securities of all entities that are related parties of the company
referred to in subsection 529(1)

would exceed 50 per cent of the regulatory capital of the company.

Exclusion of de minimis transactions
(3) Loans, guarantees and investments that are referred to in section 522
shall not be included in calculating the aggregate of loans, guarantees and

investments referred to in subsections (1) and (2).

Margin loans
531 The Superintendent may establish terms and conditions with respect to the

making by a company of margin loans to a director or senior officer of the company.

Exemption by order
532 (1) A company may enter into a transaction with a related party of the company
if the Superintendent, by order, has exempted the transaction from the provisions of

section 521.

Conditions for order
(2) The Superintendent shall not make an order referred to in subsection (1)
unless the Superintendent is satisfied that the decision of the company to enter
into the transaction has not been and is not likely to be influenced in any
significant way by a related party of the company and does not involve in any

significant way the interests of a related party of the company.

Prescribed transactions
533 A company may enter into a transaction with a related party of the company if

the transaction is a prescribed transaction or one of a class of prescribed transactions.
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Restrictions on Permitted Transactions
Market terms and conditions
534 (1) Except as provided in subsections 529(4) to (6), any transaction entered into
with a related party of the company shall be on terms and conditions that are at least

as favourable to the company as market terms and conditions.

Meaning of market terms and conditions
(2) For the purposes of subsection (1), market terms and conditions means

(@) in respect of a service or a loan facility offered to the public by the

company in the ordinary course of business, terms and conditions that are no

more or less favourable than those offered to the public by the company in

the ordinary course of business; and

(b) in respect of any other transaction,
(i) terms and conditions, including those relating to price, rent or interest
rate, that might reasonably be expected to apply in a similar transaction
in an open market under conditions requisite to a fair transaction between
parties who are at arm’s length and who are acting prudently,
knowledgeably and willingly, or
(ii) if the transaction is one that would not reasonably be expected to
occur in an open market between parties who are at arm’s length, terms
and conditions, including those relating to price, rent or interest rate, that
would reasonably be expected to provide the company with fair value,
having regard to all the circumstances of the transaction, and that would
be consistent with the parties to the transaction acting prudently,

knowledgeably and willingly.

535 and 536 [Repealed, 1997, c. 15, s. 283]

Disclosure

Company obligation
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537 (1) Where, in respect of any proposed transaction permitted by this Part, other
than those referred to in section 522, a company has reason to believe that the other
party to the transaction is a related party of the company, the company shall take all
reasonable steps to obtain from the other party full disclosure, in writing, of any
interest or relationship, direct or indirect, that would make the other party a related

party of the company.

Reliance on information
(2) A company and any person who is a director or an officer, employee or agent
of the company may rely on any information contained in any disclosure received
by the company pursuant to subsection (1) or any information otherwise acquired
in respect of any matter that might be the subject of such a disclosure and no
action lies against the company or any such person for anything done or omitted

in good faith in reliance on any such information.

Notice to Superintendent

538 If a company has entered into a transaction that the company is prohibited by
this Part from entering into, or a company has entered into a transaction for which
approval is required under subsection 530(1) without having obtained the approval,
the company shall, on becoming aware of that fact, notify the Superintendent without

delay.

Remedial Actions

Order to void contract or to grant other remedy

539 (1) If a company enters into a transaction that it is prohibited from entering into
by this Part, the company or the Superintendent may apply to a court for an order
setting aside the transaction or for any other appropriate remedy, including an order
directing that the related party of the company involved in the transaction account to

the company for any profit or gain realized or that any director or senior officer of the
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company who authorized the transaction compensate the company for any loss or

damage incurred by the company.

Time limit
(2) An application under subsection (1) in respect of a particular transaction may
only be made within the period of three months following the day the notice
referred to in section 538 in respect of the transaction is given to the
Superintendent or, if no such notice is given, the day the Superintendent becomes

aware of the transaction.

Certificate
(3) For the purposes of subsection (2), a document purporting to have been
issued by the Superintendent, certifying the day on which the Superintendent
became aware of the transaction, shall, in the absence of evidence to the
contrary, be received in evidence as conclusive proof of that fact without proof
of the signature or of the official character of the person appearing to have signed

the document and without further proof.
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AARUIN U. DIRECTIVE 2009/138/EC

DIRECTIVE 2009/138/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 25 November 2009

on the taking-up and pursuit of the business of Insurance and Reinsurance (Solvency

1)

Section 3

Definitions
Article 13

Definitions

For the purposes of this Directive, the following definitions shall apply:

(1) “insurance undertaking’ means a direct life or non-life insurance undertaking which
has received authorisation in accordance with Article 14;

(15) “parent undertaking’” means a parent undertaking within the meaning of Article 1
of Directive 83/349/EEC;

(16) ‘subsidiary undertaking” means any subsidiary undertaking within the meaning of
Article 1 of Directive 83/349/EEC, including subsidiaries thereof;

(17) “‘close links” means a situation in which two or more natural or legal persons are
linked by control or participation, or a situation in which two or more natural or legal
persons are permanently linked to one and the same person by a control relationship;
(18) ‘control” means the relationship between a parent undertaking and a subsidiary
undertaking, as set out in Article 1 of Directive 83/349/EEC, or a similar relationship
between any natural or legal person and an undertaking;

(19) ‘intra-group transaction’” means any transaction by which an insurance or
reinsurance undertaking relies, either directly or indirectly, on other undertakings within
the same group or on any natural or legal person linked to the undertakings within
that group by close links, for the fulfilment of an obligation, whether or not

contractual, and whether or not for payment;
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CHAPTER VI
Rules relating to the valuation of assets and liabilities, technical provisions, own
funds, Solvency Capital Requirement, Minimum Capital Requirement and
investment rules
Section 1
Valuation of assets and liabilities
Article 75

Valuation of assets and liabilities
1. Member States shall ensure that, unless otherwise stated, insurance and reinsurance
undertakings value assets and liabilities as follows:
(a) assets shall be valued at the amount for which they could be exchanged between
knowledgeable willing parties in-an arm’s length transaction;
(b) liabilities shall be valued at the amount for which they could be transferred, or
settled, between knowledgeable willing parties in an arm’s length transaction.
When valuing liabilities under point (b), no adjustment to take account of the own
credit standing of the insurance or reinsurance undertaking shall be made.
2. The Commission shall adopt delegated acts in accordance with Article 301a to lay
down the methods and assumptions to be used in the valuation of assets and liabilities
as laid down in paragraph 1.
3. In order to ensure consistent harmonisation in relation to valuation of assets and
liabilities, EIOPA shall, subject to Article 301b, develop draft regulatory technical
standards to specify:
(a) to the extent that the delegated acts referred to in paragraph 2 require the use of
international accounting standards as adopted by the Commission in accordance with
Regulation (EC) No 1606/2002, the consistency of those accounting standards with the
valuation approach of assets and liabilities as laid down in paragraphs 1 and 2;
(b) the methods and assumptions to be used where quoted market prices are either
not available or where international accounting standards as adopted by the

Commission in accordance with Regulation (EC) No 1606/2002 are either temporarily
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or permanently inconsistent with the valuation approach of assets and liabilities as
laid down in paragraphs 1 and 2;

(c) the methods and assumptions to be used in the valuation of assets and liabilities
as laid down in paragraph 1, where the delegated acts referred to in paragraph 2 allow
for the use of alternative valuation methods.

Power is delegated to the Commission to adopt the regulatory technical standards
referred to in the first subparagraph in accordance with Articles 10 to 14 of Regulation

(EU) No 1094/2010.

Subsection 2

Choice of calculation method and general principles
Article 224

Valuation

The value of the assets and liabilities shall be assessed in accordance with Article 75.

Section 2
Risk concentration and intra-group transactions
Article 244
Supervision of risk concentration

1. Supervision of the risk concentration at group level shall be exercised in accordance
with paragraphs 2 and 3 of this Article, Article 246 and Chapter IlI.
2. Member States shall require insurance and reinsurance undertakings or insurance
holding companies or mixed financial holding companies to report on a regular basis
and at least annually to the group supervisor any significant risk concentration at the
level of the group, unless Article 215(2) applies.
The necessary information shall be submitted to the group supervisor by the insurance
or reinsurance undertaking which is at the head of the group or, where the group is
not headed by a insurance or reinsurance undertaking, by the insurance holding

company, the mixed financial holding company or the insurance or reinsurance
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undertaking in the group identified by the group supervisor after consulting the other
supervisory authorities concerned and the group.

The risk concentrations referred to in the first subparagraph shall be subject to
supervisory review by the group supervisor.

3. The group supervisor, after consulting the other supervisory authorities concerned
and the group, shall identify the type of risks insurance and reinsurance undertakings
in a particular group shall report in all circumstances.

When defining or giving their opinion about the type of risks, the group supervisor and
the other supervisory authorities concerned shall take into account the specific group
and risk-management structure of the group.

In order to identify significant risk concentration to be reported, the group supervisor,
after consulting the other supervisory authorities concerned and the group, shall
impose appropriate thresholds based on solvency capital requirements, technical
provisions, or both.

When reviewing the risk concentrations, the group supervisor shall in particular monitor
the possible risk of contagion in the group, the risk of a conflict of interests, and the
level or volume of risks.

4. The Commission shall adopt delegated acts in accordance with Article 301a as
regards the definition of a significant risk concentration for the purposes of paragraphs
2 and 3 of this Article.

5. In order to ensure consistent harmonisation in relation to supervision of risk
concentration, EIOPA shall, subject to Article 301b, develop draft regulatory technical
standards to specify the identification of a significant risk concentration and the
determination of appropriate thresholds for the purposes of paragraph 3.

Power is delegated to the Commission to adopt the regulatory technical standards
referred to in the first subparagraph in accordance with Articles 10 to 14 of Regulation
(EU) No 1094/2010.

6. In order to ensure uniform conditions of application of this Article, EIOPA shall
develop draft implementing technical standards on the forms and templates for

reporting on such risk concentrations for the purposes of paragraph 2.
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EIOPA shall submit those draft implementing technical standards to the Commission
by 30 September 2015.

Power is conferred on the Commission to adopt the implementing technical standards
referred to in the first subparagraph in accordance with Article 15 of Regulation (EU)

No 1094/2010.

Article 245

Supervision of intra-group transactions
1. Supervision of intra-group transactions shall be exercised in accordance with
paragraphs 2 and 3 of this Article, Article 246 and Chapter lll.
2. Member States shall require insurance and reinsurance undertakings, insurance
holding companies and mixed financial holding companies to report on a regular basis
and at least annually to the group supervisor all significant intra-group transactions by
insurance and reinsurance undertakings within a group, including those performed with
a natural person with close links to an undertaking in the group, unless Article 215(2)
applies.
In addition, Member States shall require reporting of very significant intra-group
transactions as soon as practicable.
The necessary information shall be submitted to the group supervisor by the insurance
or reinsurance undertaking which is at the head of the group or, where the group is
not headed by an insurance or reinsurance undertaking, by the insurance holding
company, the mixed financial holding company or the insurance or reinsurance
undertaking in the group identified by the group supervisor after consulting the other
supervisory authorities concerned and the group.
The intra-group transactions shall be subject to supervisory review by the group
supervisor.
3. The group supervisor, after consulting the other supervisory authorities concerned
and the group, shall identify the type of intra-group transactions insurance and
reinsurance undertakings in a particular group must report in all circumstances. Article

244(3) shall apply mutatis mutandis.
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4. The Commission shall adopt delegated acts in accordance with Article 301a as
regards the definition of a significant intra-group transaction for the purposes of
paragraphs 2 and 3 of this Article.

5. In order to ensure consistent harmonisation in relation to supervision of intra-group
transactions, EIOPA may develop draft regulatory technical standards to specify the
identification of a significant intra-group transaction for the purposes of paragraph 3.
Power is delegated to the Commission to adopt the regulatory technical standards
referred to in the first subparagraph in accordance with Articles 10 to 14 of Regulation
(EU) No 1094/2010.

6. In order to ensure uniform conditions of application of this Article, EIOPA may
develop draft implementing technical standards on the procedures, forms and
templates for the reporting on such intra-group transactions for the purposes of
paragraph 2.

Power is conferred on the Commission to adopt the implementing technical standards
referred to in the first subparagraph in accordance with Article 15 of Regulation (EU)
No 1094/2010.

(20) ‘participation’ means the ownership, direct or by way of control, of 20 % or more
of the voting rights or capital of an undertaking;

(21) ‘qualifying holding’ means a direct or indirect holding in an undertaking which
represents 10 % or more of the capital or of the voting rights or which makes it possible

to exercise a significant influence over the management of that undertaking;
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