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Director-General’s  Review

In 2004, the international insurance markets were 
affected by natural catastrophes that occurred in 
different parts of the world. As a result of dramatic 
floods and hurricanes, the volume of claims filed 
with insurance companies was larger than ever. 
Despite the vast human and financial loss caused 
by the earthquake in Indonesia and the subsequent 
tsunamis, the  number of claims covered by insur-
ance companies is expected to remain relatively low, 
considering the extent of the catastrophe.

A large number of Finnish citizens were injured 
or unaccounted for in the Asian catastrophe. Al-
though the distress and suffering of the victims and 
their families cannot be measured in money, insur-
ance payments can be of major importance to their 
financial security. For this reason, it is crucial that 
problems related to data protection and other legal 
matters be solved so that insurance companies can 
make compensation payments as soon as possible.    

An overall reform of insurance companies’ sol-
vency requirements has been underway within the 
European Union for several years. According to the 
policy set by the EU Commission, the aim is to 
achieve a solvency framework that is based on the 
international financial reporting standards (IFRS). 
Similar to the banking industry’s solvency reform 
known as Basel II, the framework is based on re-
quirements structured around three pillars in which 
the various risks involved in the insurance business 
are taken into account. Furthermore, the Commis-
sion aims at achieving a system that is compatible 

” Natural catastrophes with a global impact 
 and solvency requirement reforms by 
 the EU kept the ISA more than busy.”

with the solvency models developed by the Inter-
national Association of Insurance Supervisors (IAIS) 
and the International Actuarial Association (IAA). 
The Commission estimates that a directive defin-
ing the new solvency requirements will be imple-
mented in 2010.

In 2004, the Committee of European Insurance 
and Occupational Pensions Supervisors (CEIOPS) 
started its work as the Commission’s advisor in in-
surance and pension matters. CEIOPS plays a key 
role in the solvency reform project, and ISA’s rep-
resentatives participate in the working groups estab-
lished by CEIOPS that prepare the technical imple-
mentation of the solvency framework as requested 
by the Commission. A major challenge affecting 
this project is that the IFRS insurance standard 
currently applied is not a final one. In addition to 
quantitative solvency requirements, insurance com-
panies’ internal control and risk management play 
a key role in the solvency framework, and it is in 
defining the requirements affecting these two par-
ticular areas that CEIOPS has advanced the furthest. 
A draft consultation paper on the requirements af-
fecting not only insurers but also supervisors will be 
submitted to the Committee in February 2005, and 
comments on the draft are welcome from the vari-
ous stakeholders involved.

On 1 May 2004 the European Union expanded 
considerably with the accession of 10 new member 
states. By the end of the year, only six insurance 
companies domiciled in these countries had sub-
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Director-General’s  Review

mitted a notification on their intention to provide 
insurance services in Finland, whereas the number 
of such notifications from old member states in-
creased compared to previous years. As for Finnish 
insurance companies, the establishment of branch 
offices in the new member states, or provision of 
services directly from Finland to these countries, is 
rare. Instead, Finnish insurers’ overseas operations 
continue to be based on subsidiaries. 

New national regulations affecting both insur-
ance brokers and insurance agents as required by 
the insurance mediation directive were prepared 
in Finland  in 2004. These regulations will make it 

I wish to thank our Board of 

Directors for their fruitful co-

operation and our entire staff for 

their uncompromising performance 

in achieving our important goals.

possible to conduct insurance mediation  through-
out the entire European Union on the basis of reg-
istration carried out in one’s home country. From 
the viewpoint of supervision, the directive’s lack of 
stipulations regarding the role of the home and host 
country’s supervisory authorities in monitoring 
such insurance intermediaries is problematic. The 
various member states’ national regulations being 
drafted based on the directive seem to be diverging 
from one another, making it more difficult to create 
consistent, EU-wide supervisory practices.

All in all, 2004 was a  truly busy and challenging 
year for the ISA across all of its fields of activity. 

Hely Salomaa 

Director-General
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Wh y t h e I SA?

It is in everyone’s interests that Finnish insurance markets 
operate on a solid foundation. That is why we are needed.

Aiming at stable insurance markets 
and confidence in the insurance business

The main task of the Insurance Supervisory Au-
thority (ISA) is to promote the financial stability of 
insurance and pension institutions while maintain-
ing confidence in the insurance business in Finland. 
In line with our mission, we strive to be a skilled, 
efficient and reliable expert authority anticipating 
the risks associated with the operations of the insti-
tutions under our supervision.

Operational costs incurred by the ISA are cov-
ered by supervision and procedural fees collected 
from the supervised institutions. From the view-
point of public finances and the tax burden on 
citizens, our net budgeting based finances can be 
considered an advantage.   

ISA - an expert with renowned know-how 
and an effective ability to anticipate

The major part of our clientele consists of super-
vised institutions, i.e. insurance and pension institu-
tions and other operators in the insurance business. 
Alongside supervision, the ISA customer service 
covers registration and other decisions, permissions 
and approvals required by law. Other customers 
include Finnish and foreign authorities, insurance 
industry organisations and the media.

Our daily operations are based on the monitor-
ing and control of insurance and pension institu-
tions and other operators in the insurance industry. 
We conduct financial supervision by controlling 
and assessing the supervised institutions’ solvency 
and solvency development, internal control and 
risk management systems as well as the reliability of 
their administration.

In addition, we check that the institutions under 
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our supervision abide by the law and good insur-
ance practice and that insurance and pension insti-
tutions, insurance brokers and unemployment funds 
apply the appropriate procedures in their customer 
relationships. Furthermore, we ensure that insurance 
terms and conditions as well as statutory non-life 
insurance premiums conform with the legislation in 
force, and promote insurance-related research.

Our financial supervision activities 
focus on the more risk-prone institutions, 

internal control development, 
and co-operation between 
the supervisory authorities

In our financial supervision, we
• focus on the supervision of the more risk-prone  
 and major operators in the insurance industry
• promote internal control and the develop- 
 ment of risk management within the supervised  
 institutions
• influence regulatory development related to  
 insurance companies’ financial statements,  
 solvency and investment operations, both  
 nationally and within the EU, with the aim of  
 taking better account of operational risks than  
 before
• supervise insurance groups and financial  
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 conglomerates together with the Finnish  
 Financial Supervision Authority and foreign  
 supervisors on the insurance and financial  
 markets 

We supervise the insurance market  
by analysing, among other things, the  

legality of practices and insurance terms 
and conditions, the adequacy and  

reasonableness of premium levels, the  
transparency of marketing and the  
operations of insurance mediators

In supervising insurance markets, we 

• focus in particular on ensuring that insurance  
 terms and conditions for consumer insurance   
 conform to the legislation in force and that  
 premium levels for statutory non-life insurance  
 lines are sufficient and reasonable
• make sure that insurance marketing, management  
 and claims practices conform to the legislation  
 in force and promote the transparency of  
 marketing information related to savings-related  
 insurance policies
• keep an eye on the operations of insurance  
 mediators in line with legislative amendments 
Moreover, we participate in creating common su-
pervision practices for insurance supervisors in the 
EU and maintain crisis management preparedness 
together with other supervisory authorities.

The Insurance Supervisory Authority 
is part of the public administration

We are a supervisory authority administratively 
subordinate to the Ministry of Social Affairs and 
Health but with independent decision-making 
powers, and we have a Board of Directors estab-
lished by the Ministry. The ISA’s organisational 
structure is shown in detail at the end of this docu-
ment.

The ISA staff consists of 72 officials with an 
average age of 44.1 (31 Dec 2004). Motivated and 
open to reform, they represent a wide variety of ex-
pertise in the various sectors of the insurance mar-
ket. Their level of education is high; most of them 
have  a university degree in law, economic sciences 
or actuarial mathematics. We ensure our competi-
tiveness as an employer by enhancing our payroll 
structure, engaging in training  and maintaining the 
working ability of our staff.

Wh y t h e I SA?
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Our main task is to ensure that 

insurance operators fulfil their 

obligations, that their operations and 

products conform to the legislation 

in force and that their procedures are 

fair and their pricing reasonable. 

A. From this basis…

20
04
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1. Tasks, objectives and strategy

The aims of our operations: 
stability and confidence

The foremost function of the Insurance Supervi-
sory Authority (ISA) is to promote the financial 
stability of insurance and pension institutions while 
maintaining confidence in the insurance business. 
Our mission is to be a skilled, efficient and reliable 
expert authority anticipating the risks associated 
with the operations of the institutions under our 
supervision. 

Our main task is to monitor and control insur-
ance and pension institutions as well as other opera-
tors in the insurance industry. We conduct financial 
supervision by controlling and assessing the super-
vised institutions’ solvency and solvency develop-
ment, internal control and risk management systems 
as well as the reliability of their administration.

Moreover, the ISA checks that the institutions 
under its supervision abide by the law and good 
insurance practice and that insurance and pension 
institutions, insurance brokers and unemployment 
funds apply the appropriate procedures in their cus-
tomer relationships. One of our responsibilities is to 
ensure that insurance terms and conditions as well 
as statutory property and casualty insurance pre-
miums conform to the legislation in force. We are 

From t h i s  ba s i s…
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also involved in the promotion of insurance-related 
research.

Our recent strategy statement 
defines the focuses of our financial 

supervision activities and supervision 
of the insurance markets

As stated in our strategy confirmed by the Board of 
Directors on 26 October 2004, the focuses of our 
supervisory activities are as follows: 
In our financial supervision, we

• focus on the supervision of the more risk-prone  
 and major operators in the insurance industry
• promote internal supervision and the  
 development of risk management within the  
 supervised institutions
• influence regulatory development related to  
 insurance companies’ financial statements,  
 solvency and investment operations, both  
 nationally and within the EU, with the aim of  
 taking better account of operational risks than  
 before
• supervise insurance groups and financial  
 conglomerates together with the Finnish  
 Financial Supervision Authority and foreign  
 supervisors on the insurance and financial  
 markets
In supervising insurance markets, we

• focus in particular on ensuring that insurance  
 terms and conditions for consumer insurance   
 conform to the legislation in force and that  
 premium levels for statutory property and  
 casualty insurance are sufficient and reasonable
• ensure that insurance marketing, management  
 and claims practices conform to the legislation  
 in force and promote the transparency of  
 marketing information related to savings-related  
 insurance policies

• keep an eye on the operations of insurance  
 mediators in line with legislative amendments 

Our strategy emphasises 
the transparency of operations, 

common supervision practices in 
the EU, competitiveness as well as 

the assessment and allocation 
of resources

The ISA must ensure the transparency of its opera-
tions and the efficacy of its supervision processes, 
participate in creating common supervision practic-
es for insurance supervisors in the EU and maintain 
crisis management preparedness together with other 
supervisory authorities.

We need to ensure our competitiveness as an 
employer by developing our payroll structure and 
training our staff, by taking special account of the 
forthcoming amendments to the financial statement 
and solvency regulations and the analysis compe-
tencies required for supervision, and by maintaining  
the working ability of our employees.

To ensure economic and efficient operations, we 
allocate our resources based on the tasks in hand, 
towards focal areas in insurance supervision, while 
encouraging cost-consciousness among our staff.

13I n su r a nce Su pe rv i sory Aut hor i t y – A n n ua l R e port 2 0 04

From t h i s  ba s i s…
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The ISA’s most important  customers are the super-
vised institutions: insurance companies, local mutual 
insurance associations, employee benefit funds, 
company pension funds, pension institutions found-
ed on the basis of legislation, the Local Government 
Pensions Institution, the State Pension Fund, the 
Church Pension Fund, insurance brokers, unem-
ployment funds, the Unemployment Insurance 
Fund, the Educational Fund and other corporations 
that the ISA supervises under the legislation in 
force. Other customers of ours include Finnish and 
foreign authorities, insurance industry organisations 
and the media responsible for the dissemination of 
general information about the insurance markets.

2. Our customers consist 
of the supervised institutions.

At the end of 2004, the ISA supervised the op-
erations of 835 institutions, 48 of which were 
insurance companies. The largest group subject to 
monitoring by us  comprised insurance brokers 
- both brokerage companies and individual brokers 
- a total of 331. Structural changes in the insurance 
markets continued in 2004. Some of the compa-
nies under our supervision belong to domestic or 
multi-national insurance, or insurance and financing 
groups, the monitoring of which requires efficient 
co-operation with the Financial Supervision Au-
thority, and supervision authorities monitoring in-
surance and financial businesses in other countries.

14

Number of Supervised Institutions (Registered by ISA) 
        Change 

Group Subject to Supervision 31 Dec  31 Dec  31 Dec  31 Dec  31 Dec  31 Dec 2003-2004 1999-2004

  2004 2003 2002 2001 2000 1999

Life insurance companies *) 15 15 15 15 15 15 0 0

Non-life insurance companies *) 26 29 31 33 34 34 -3 -8

Employment pension insurance companies 7 7 6 6 6 6 0 1

Company pension funds *) 103 110 128 168 208 222 -7 -119

Industry-wide pension funds *) 17 17 17 18 18 20 0 -3

Employee sickness and other   162 166 165 167 169 180 -4 -18

 employee benefit funds *)

Pension institutions founded   2 3 4 4 4 4 -1 -2

 on the basis of law 

Local Government Pensions Institution, ,   3 3 2 2 2  0 3

 State Pension Fund, Church Pension Fund 

Local mutual insurance associations 98 105 116 116 117 118  -7 -20

Insurance brokerage firmss 69 67 69 57 44 36 2 33

Insurance brokers 262 260 248 215 190 152 2 110

Unemployment funds 40 42 42 43   -2 40

The Unemployment Insurance Fund   2 2 2 2   0 2

 + Educational Fund

Other 8 9 9 8 6 6 -1 2

Foreign EEA insurance companies’   21 20 18 17 14 12 1 9

 representative offices            

Grand total 835 855 872 871 827 805 -20 30

Foreign EEA insurance companies’  415 375 347 323 302 267 40 148

notifications based on the freedom to provide insurance services                     

*) The above figures include institutions in liquidation as follows:         

 Life insurance companies 1 1 1 1 1 1   

 Non-life insurance companies  1 1 1 1 1   

 Company pension funds 11 17 31 67 98 107 -6 -96

 Industry-wide pension funds 4 2 1 2 1 3 2 1

 Employee sickness and other  7 10 9 12 12 17 -3 -10

 employee benefit funds

            

From t h i s  ba s i s…
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Towards strengthened solvency 
and improved profitability

Insurance institutions’ aggregate solvency strength-
ened clearly during the year. However non-life 
insurance companies’ solvency margin in total fell 
by 2 % to 1.849 million euros. Diverging develop-
ment compared to other insurance institutions was 
affected by many factors like non-life companies’ 
on average lower net investment income because of 
more moderate risk-taking and buffering of  good 
insurance technical results in equalisation provi-
sions for worse claim-years to come. Life insurance 
companies’ solvency margin in total rose by 13 % to 
3.342 million euros and statutory pension insurance 
companies’ solvency margin in total rose by 23 % to 
9.614 million euros. Pension funds’ solvency mar-
gin in total grew by 20 % and pension foundations’ 
solvency margin in total rose by 14 % compared to 
the situation at the beginning of the year. Positive 

3. Financial performance: 
enjoying the strong tailwind of positive developments.

Property & Casualty Insurance Companies

Employment Pension Insurance Companies

Insurance companies’ solvency margins 
in relation to the minimum amount 

Due to the favourable development of investment markets the insurance 

institutions’ aggregate solvency strengthened and their insurance 

technical profitability improved.

15

solvency development was particularly due to the 
rise of bond prices because of the remarkable fall 
of interest rates and favourable development in the 
stock markets. The solvency development of non-
life insurance companies was positively impacted 
by clear improvement of insurance technical results. 
This can be noticed mainly in growing equalisation 
provisions that is part of the solvency capital.

Life Insurance Companies

From t h i s  ba s i s…
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The ISA’s human resources policy is based on a 
skilled, well-motivated and flexible staff whose 
well-being is enhanced through measures targeted 
at ability to work, professional skills and forging a 
working community. 

On 31 December 2004, we employed 72 of-
ficials, ten more than in the previous year. Five staff 
members were deputy officials employed for a fixed 
term, and there were two vacancies. The number of 

4. Staff: Every achievement is based 
on competent and enthusiastic employees.

In our organisation the staff 

consists of motivated, achievement-

oriented, skilled and highly-

educated individuals. 

actual man-years was 65.3, up 1.8 man-years on the 
previous year. The average age of staff was 44.1, the 
same as the Government average.

The level of education of ISA personnel is high; 
the majority hold a university degree, usually in law, 
economic sciences or (actuarial) mathematics, thus 
representing a wide variety of expertise across the 
various sectors of the insurance market.

The number of actual man-years divided 
between the supervised groups in 2004

From t h i s  ba s i s…

Supervised group Actual man-years %

 1 Life insurance companies 9,1 16,3

 2 Property & casualty insurance companies 9,9 17,7

 3 Employment pension insurance companies 9,6 17,2

 4 Company pension funds?? 7,0 12,6

 5 Other employee benefit funds?? 2,4 4,3

 6 Pension institutions founded  0,3 0,6

  on the basis of legislation 

 6.a. The Local Government Pensions  1,5 2,7

  Institution, the State/Church Pension Funds

 7 The Unemployment Insurance Fund 0,1 0,2

 8 Insurance associations 1,9 3,4

 9 Insurance brokers 2,3 4,1

 10 Unemployment funds 11,2 20,0

 10.a. The Unemployment Insurance Fund  0,3 0,5

  and the Educational Fund

 11 Other supervised groups 0,3 0,5

 Total for all supervised groups 55,9 100,0

Administration and Support Services  9,4 

Grand total 65,3 
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5. Funding of operations: All costs are covered 
by fees collected from the supervised institutions.

Costs incurred by the ISA are covered by supervi-
sion and procedural fees collected from the super-
vised institutions. The financing of our operations is 
regulated by the Act on the Financing of the Insur-
ance Supervisory Authority (479/1944). For deci-
sions based on applications, and other order-based 
services, a fee is collected based on the Act on the 
Charging Criteria of the State (150/1992).

Our finances are based on net budgeting, which 
means that the fees we collect must cover all of our 
expenses. Actual income for 2004 amounted to 
EUR 5.1 million (budget: EUR 5.6 million). Value 
Added Tax related to expenses has been entered un-
der the VAT expense of the Ministry of Social Affairs 
and Health’s administrative branch.

Supervision fees are determined on the basis of 
the ISA’s cost accounting and the supervised in-
stitutions’ annual accounts in accordance with the 
grounds confirmed by the Ministry of Social Affairs 
and Health. When determining supervision fees, fees 
defined in the Act on Criteria for Charges Payable 
to the State, charged to the supervised institutions 
in question, are deducted from our budgeted ex-
penses. The invoicing surplus accrued for the previ-
ous financial year is taken into account as a decrease 
in invoicing, by group of supervised entities. The 
invoicing deficit accrued for the previous financial 
year is taken into account as an increase in invoicing, 
by group of supervised entities. The accrued invoic-
ing surpluses/deficits for 2004 have been taken into 
account in the supervision fees for 2005.

The ISA has put forward an initiative to the Min-
istry of Social Affairs and Health, proposing that the 

Our idea of a sound economy: 

the annual operational costs are 

fully covered by the collected 

supervision fees.

The total costs by the ISA 
2001-2004 (EUR 1000)

Ministry introduce an overall amendment of the 
Act on the Financing of the Insurance Supervi-
sory Authority. The ISA is of the opinion that the 
fee-determining basis should be revised so that the 
supervised institutions can better anticipate future 
fee levels.

The overall increase in costs incurred by the ISA 
as compared to 2003 was 13 per cent. Staff expenses 
grew by 10.7 per cent due to the filling of vacan-
cies and the subsequent increase in man-years. Oth-
er costs increased by 22.5 per cent year on year.

A performance agreement for 2004 was signed 
between the ISA and the Ministry of Social Affairs 
and Health on 18 December 2003.

From t h i s  ba s i s…
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B. Our achievements 
 in 2004…

Reliance on modern information 

systems, efficient supervision processes 

and smooth co-operation with other 

authorities make our consistent 

supervision possible.

2004
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1.  Financial supervision

Supervision of finances 
and solvency according to plan

Supervision of insurance companies was carried out 
according to plan, except for a few subject-specific 
inspections which were not performed mainly due 
to prioritisation of other supervision matters as well 
as timetables. In the financial supervision of com-
pany and industry-wide pension funds, particular 
attention was paid to the efficient utilisation of the 
new database of supervised institutions. 

As part of its financial supervision, the ISA issued 
two admonitions or exhortations based on the leg-
islation in force. These resulted from negligence re-
lated to the supervised institutions’ internal processes, 
and were not particularly grave. Such minor defi-
ciencies discovered through our supervisory activities 
are normally solved through a dialogue between the 
supervisor and the supervised institution.  

Inspections 
of internal control

Four inspections of internal control were completed 
in 2004 while three inspections will be finished in 
2005. In addition to these, we participated in one 
partial inspection in co-operation with the Financial 
Supervision Authority. The inspections were carried 
out in accordance with the instructions on internal 
control as stated in the ISA’s Supervisor’s Handbook. 

The matters to which the ISA drew the attention 
of the supervised institutions included the following:
• Board work and consideration of internal control  
 by the Board
• supervisory auditor’s being heard on the Board
• the risk management process and the contents of  
 the risk management plan
• monitoring of the assets covering technical  
 provisions

• organisation of an internal audit
Based on these inspections, internal control within 
the supervised institutions was assessed to be satisfac-
tory. We will gain an overall impression of the mat-
ter in 1 to 2 years after we have inspected all major 
groups/companies. 

Fit and proper supervision

On the basis of the legislation regulating insurance 
companies, the ISA performed fit and proper evalu-
ations involving the management of 90 insurance 
companies in 2004. This supervision was further 
developed on the basis of experience gained from 
supervisory activities.

Efficient supervisory co-operation 
involving Sampo, If Group and Nordea

The ISA supervised the Sampo Group in close co-
operation with the Financial Supervision Authority. 
In the spring of 2004, a risk evaluation involving 
the entire Sampo Group was carried out. A major 
expansion of supervisory co-operation involving 
the Sampo Group was implemented after Sampo 
had acquired control of the Swedish-based If Group. 
As a result of this, the Finnish Financial Supervi-
sion Authority, the ISA, Finansinspektionen (the 
Financial Supervision Authority) in Sweden and 
Kredittillsynet (the Banking, Insurance and Securi-
ties Commission) in Norway signed a Memorandum 
of Understanding on the supplementary supervision 
of the Sampo Group. The coordinating authority is 
the Finnish Financial Supervision, which is also the 
principal supervisor of the Sampo Group. The ISA 
will continue to supervise the Finnish insurance 
companies forming part of the Sampo Group. 

Close co-operation between the Nordic insur-
ance supervisory authorities on the supervision of 

Our achievements in 2004…
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the If Group continued in 2004. This included a risk 
analysis of the entire Group, which the supervisory 
authorities drew up together and which was also dis-
cussed with If Group’s top executives. 

The Nordic insurance supervisory group supervis-
ing Nordea convened three times in 2004. The first 
occasion was a two-day inspection visit, the second a 
planning day for a risk evaluation of Nordea’s insur-
ance sub-group, and the third a planning day for an 
inspection visit that will be carried out during the 
first half of 2005. In our opinion  Nordic co-opera-
tion in this field has been smooth and  the objectives 
set for the supplementary supervision have been met.

Supervision of the reasonableness 
and adequacy of workers’ compensation 

insurance premiums 

With respect to workers’ compensation insurance, 
the ISA implemented a new data gathering model in 
its accounts for 2004.

A statistical study based on the collected statistical 
data was published in the form of a press release on 
1 November 2004. Premium income for workers’ 
compensation insurance as stated in the profit and 
loss accounts came to EUR 516.0 million in 2003 
(EUR 515.6 million in 2002). Aggregate technical 
provisions totalled EUR 2,324 million (EUR 2,112 
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million), the increase being attributable to the de-
crease in the discounting rate (EUR 38.5 million), a 
change in the mortality model (EUR 51.3 million) 
and the strengthening of the collective provisions 
(EUR 10.0 million) and the asbestos provisions 
(EUR 21.2 million). Mainly as the result of the 
above mentioned items, the reported combined ratio 
(the ratio of claims and operating expenses to pre-
mium income) increased to 131.5 per cent (107.0). 

Due to the nature of this line of insurance, it is 
impossible to arrive at sustainable conclusions on the 
materialisation of the reasonabless principle on the 
basis of an analysis of data covering only a few years. 
This can be done only  after data covering a period 
longer than one economic cycle becomes available. 

Investigation of motor third party 
liability insurance premium levels

The ISA performed an investigation of motor third 
party liability (motor TPL) insurance premiums, 
claims and operating expenses for the period 1998-
2002.  The Finnish Motor Insurance Act requires that 
such premiums are in reasonable proportion to the 
expenses arising from the insurance. The combined 
ratio, i.e. the ratio of claims and operating expenses 
to premium income, was used as the premium level 
indicator in the investigation. The combined ratio 
decreased throughout the entire motor TPL business 
during the period under review, from 132 per cent 
in 1998 to a mere 108 per cent in 2002, providing an 
average combined ratio of 122 per cent for the pe-
riod. In order to achieve a zero result in their motor 
TPL insurance business, insurance companies should 
have obtained an average return on investment of six 
per cent on the assets covering the technical provi-
sions pertaining to this line of insurance.

The combined ratios declined in all Groups dur-
ing the period under review. In some companies, 

combined ratios attached to licensed traffic were the 
highest and those of private households the lowest. 
The largest fluctuations in combined ratios oc-
curred in motorcycle insurance (112-177 per cent). 
Although there were differences between insurance 
companies’ average combined ratios (within a range 
of 100-132 per cent), annual fluctuations within in-
dividual companies were usually larger than the dif-
ferences between companies.

Revised regulations 
and guidelines

The ISA continued to review its regulations and 
guidelines in 2004. The revised regulations were in-
troduced in two stages, some  on 31 December 2004 
and the remainder on 1 January 2005.

Key changes in regulations enacted at the end of 
2004 were attributable to changes in the Insurance 
Companies Act, the Act on Foreign Insurance Com-
panies and the Local Mutual Insurance Associations 
Act and the adaptation of the said acts to the direc-
tives of the European Parliament and Council on 
life and non-life insurance companies (the so-called 
Solvency I). 

Key changes in regulations enacted at the begin-
ning of 2005 related to the implementation of the 
so-called Fair Value Directive and Modernisation 
Directive of the European Union, affecting the com-
panies’ financial statements, to national legislation. 
The most significant content change introduces the 
possibility to value financial instruments and/or real 
estate held as an investment at their current value in 
the financial statements of insurance companies and 
company and industry-wide pension funds. How-
ever, no Finnish insurance company or pension fund 
is expected to exploit this possibility in their indi-
vidual financial statements due to current taxation 
regulations for accounting based on current value.  
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The taxation decisions are still open, and insurers 
will await clarification of these matters before mak-
ing any transition decisions. From the viewpoint of 
insurance companies and pension funds, this involves 
the question of so-called off-balance-sheet valua-
tion differences and how they will be recognised as 
income during the transition to current value ac-
counting.

Furthermore, the ISA further specified its regula-
tions on insurance companies’ internal control and 
risk management, and provided them with corporate 
governance guidelines for the first time.

Analysis of the need for supervisory 
co-operation agreements with the new 

EU member states

The ISA did not conclude any new country-specific 
agreements on supervisory co-operation with the 
new EU member states in 2004. We find that the 
regulatory harmonisation of the insurance business 
in line with EU directives and, in particular, Memo-
randums of Understanding on supervisory co-opera-
tion signed between supervisory authorities within 
the EU, are sufficient tools for steering general 
supervisory co-operation between the various coun-
tries. However, Memorandums of Understanding on 
supervisory co-operation are considered important 
at the level of supervised institutions. With respect 
to the Sampo Group, the ISA initiated negotiations 
on co-operation with the insurance supervisory au-
thorities of the Baltic countries concerning group 
supervision of the insurance sub-groups of Sampo 
Life Insurance Company Ltd and If P & C Insurance 
Company Ltd in accordance with the Insurance-
Group Directive of the EU.

Development of the supervisory 
code of practice (the so-called 

Supervisor’s Handbook)

In 2004, the ISA completed drawing up a code of 
practice concerning ceded reinsurance and imple-
mented two pilot inspections on the basis of the said 
code. While a code of practice on activities in crisis 
situations will be completed in 2005, the supervisory 
code of practice on fit and proper evaluations was 
updated in 2004.

The so-called financial statements report, an in-
ternal document compiled by the ISA on the super-
vised insurance companies on an annual basis, was 
transformed into a risk evaluation report. Intensive 
transformation work continued throughout the au-
tumn of 2004, after which the inspection groups im-
plemented the new model at the beginning of 2005.

Development 
of the databases

Development plans concerning the supervisor 
workstation, a database application covering finan-
cial information filed by life and non-life insurance 
companies and local mutual insurance associations, 
were charted in 2004. The implementation of the 
new features proposed by the users was initiated in 
2004 and will be concluded in 2005.

Self-evaluation of supervisory 
activities as the basis for development

In response to the related inquiry by the IAIS (In-
ternational Association of Insurance Supervisors), 
the ISA conducted a self-evaluation of its supervi-
sory activities in the autumn of 2004. This involved 
the evaluation of the various fields of supervision in 
relation to the IAIS Core Principles of Supervision.  
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2. Market affairs

24
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Insurance companies’ 
marketing campaigns

Among the marketing campaigns which came to its 
notice, the ISA intervened in six campaigns, five of 
which related to the operations of a Finnish insur-
ance company and one to the activities of an agent 
working for a representative office of a foreign EEA 
insurance company. The following problems were 
pinpointed :
• misleading description of an insurance product
• failure to disclose one’s status as an agent or the  
 name of the company responsible for the  
 product (several occasions)
• marketing in connection with a payment 
 assignment with a bank acting as the agent

Measures due to
written complaints

The ISA received 76 written complaints concern-
ing the activities of insurance institutions and four  
concerning the activities of insurance brokers, 
which it inspected through a written procedure as 
part of the supervision of the procedures taken by 
insurance institutions and insurance brokers.

As a result of these, we requested insurance com-
panies to change their instructions to agents in or-
der to meet the disclosure obligation in connection 
with travel insurance sales. In six cases, we drew the 
insurance companies’ attention to the following 
deficiencies: 
• failure to issue an insurer’s decision and respond  
 to inquiries
• lack of care in the handling of insurance 
 applications
• excessive handling time

• sending of a request for clarification (a routine  
 measure) took too long
• lack of care in handling claims documents 
• impertinent behaviour towards a customer in  
 connection with collection procedures  
 (reminder of the Administrative Procedure Act’s  
 requirement for using the appropriate language)

With respect to insurance brokers, we were asked 
to investigate cases in which the customer felt the 
broker had failed to chart the customer’s insurance 
needs appropriately or provide the customer with 
correct and sufficient information on the insurance. 

As an administrative authority, the ISA cannot 
change or reverse an individual claims settlement 
decision taken by an insurance company. Instead, 
there is a specific appeal procedure for such pur-
poses. 

Inspections of brokerage companies 
and other investigations on the legality 

of insurance brokers’ procedures

The ISA inspected four brokerage companies dur-
ing the first half of 2004. Furthermore, it revised all 
brokerage companies’ annual reports and performed 
other investigations on their operations. Towards the 
end of the year, we focused on the development of 
the contents as well as testing the future register of 
insurance intermediaries, and prepared guidelines 
for supplementing legislation relevant to insurance 
intermediares. The ISA also received several inquir-
ies concerning new legislation and the register of 
insurance intermediaries. 

The defects discovered by the ISA in connection 
with inspections, annual reports and other investiga-
tions included the following:

We intervened in six problematic 

marketing campaigns, received and 

processed 76 written citizen’s 

complaints and inspected four 

brokerage companies.
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• Contrary to our statement, brokerage companies 
 had concluded contracts with unregistered  
 companies which performed activities related to  
 insurance mediation. One company refused to  
 discontinue such arrangements and filed a 
 complaint to the Supreme Administrative Court. 
• We investigated arrangements between one  
 brokerage company and  one life insurance 
 company whereby the insurance company had  
 given  the brokerage company exclusive 
 mediation rights to its pension insurance. The  
 ISA found that this agreement compromised the  
 insurance broker’s independence. The parties 
 accepted our opinion and dissolved the  
 arrangement.
• We urged  one brokerage company to keep its  
 brokerage activities and the related customer  
 registers separate from the operations of a  
 closely-owned agency.
• Upon  one brokerage company’s liability  
 insurance coverage being found out of line with  
 requirements, the company rectified the matter.
• We required that each member company of a  
 chain formed by several brokerage firms meet  
 the related legal requirements, after which they  
 changed their staffing so as to comply with the  
 law and rules and regulations.
• Following the bankruptcy of  one brokerage  
 company, the ISA had to search for the manager  
 in charge, who did not respond to its attempts  
 to make contact. We also felt obliged to  
 investigate the actions of a lawyer who had acted  
 as the bankruptcy trustee, and handled inquiries  
 resulting from the transfers of customer  
 relationships performed by the lawyer. 
• We investigated whether the registration  
 requirements related to staffing were met.
• In five cases, we investigated mediated policies  
 concentrated on a single insurance company.
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Supervision of compliance with 
rules and regulations concerning 

the prevention of money laundering; 
inspections and clarification requests

Regulations on the prevention of money laun-
dering were highlighted in connection with four 
inspection visits made to brokerage firms in the 
spring of 2004. Inspections related to money laun-
dering were performed in four insurance compa-
nies or groups.

Supervision 
of Insurance Products

The ISA inspects the terms and conditions of new 
insurance products which have come to its atten-
tion and which are important to consumers or in 
other ways, and intervenes in cases of illegal terms 
and conditions. In 2004, we considered the terms 
and conditions of the new life and pension insur-
ance products offered by two Finnish life insurance 
companies, providing a technical rate of interest of 
0 per cent. 

• With respect to assignment contracts, some  
 companies’ practices were not in line with legal  
 requirements and the related ISA guidelines.
• We performed inspections on the accuracy of  
 data disclosed in annual reports.

Statutory motor third party 
liability insurance for Russia

At the beginning of 2004, the ISA performed a 
survey among insurance brokers in order to clarify 
the procedures related to the mediation of statu-
tory motor TPL insurance policies for Russia, and 
intervened to rectify shortcomings identified in 
the use of individual agents. Altogether, five to six 
companies mediated motor TPL insurance policies 
for Russia. 

Supervision of insurance brokers’ 
meeting of qualification requirements, 

and registration decisions

In 2004, the ISA received 63 registration applica-
tions, approving 48 new applications and five ap-
plications for a change in rights. Nine applications 
were rejected on the basis of insufficient training or 
experience, and nine will be handled in 2005. 13 
new brokerage firms and 35 new brokers were en-
tered in the register of insurance brokers. 

Eight brokerage firms and 25 brokers were 
removed from the register, mainly at their own 
request. Other grounds included bankruptcy or 
merger while one brokerage firm was removed on 
the basis of a decision taken by the ISA. 
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3. Supervision of unemployment 
benefits enforcement

The Supervision of Unemployment Benefits En-
forcement department within the ISA focuses on 
financial supervision, supervision of practices relat-
ed to the granting of unemployment benefits, and 
supervision of procedures. We also issue regulations 
and instructions concerning accounting, provide 
consultancy and training for those enforcing un-
employment benefits, and participate in law-draft-
ing. Furthermore, we draw up statistics and reports, 
and maintain beneficiary and unemployment fund 
registers. In 2004, we compared the supervision of 
unemployment benefits enforcement to the other 
insurance supervision we perform and initiated an 
analysis of the need to supplement regulations con-
cerning supervisory powers. 

Financial Supervision

The ISA inspects unemployment funds’ finances by 
accounting period on the basis of the accounting 
records received, the benefit payment data con-
tained in the register of beneficiaries, and inspec-
tion visits made to the funds if necessary. In De-
cember 2004, we issued a new set of regulations on 
unemployment funds’ financial statements. 

Unemployment benefits are funded from Gov-
ernment assets, and those of the Unemployment 
Insurance Fund and various unemployment funds. 
The Ministry of Social Affairs and Health confirms 
their funding shares on the basis of our proposal 
made on an annual basis. A proposal on the unem-
ployment funds’ final funding shares for 2003 was 
made to the Ministry in June 2004. In 2004, the 
minimum amount of the unemployment funds’ 
equalisation reserve confirmed by the ISA was 100 
per cent and the maximum amount 400 per cent of 
the expenses on the fund’s own account. Evaluation 
of the adequacy of the equalisation reserve’s mini-

mum amount was initiated in 2004. The aggregate 
funds consisting of membership fees, state subsidies 
and the amount granted by the Unemployment In-
surance Fund must cover the unemployment fund’s 
liabilities. In November 2004, we confirmed the 
unemployment funds’ membership fees for 2005. 

In the financial supervision of unemployment 
funds the ISA pays attention to their independ-
ent administrative practices. We have carried out 
a special investigation into the service agreements 
between unemployment funds and trade unions. In 
2004, we investigated how unemployment funds 
have implemented the requirements set forth in the 
ISA’s statement in 2003 and sent an individual reply 
on the matter to each unemployment fund. 

During the report year, we continued to analyse 
the need for regulations on the investment opera-
tions of the unemployment funds, the Unemploy-
ment Insurance Fund and the Support Fund. 

Supervision of practices and 
procedures related to the granting 

of unemployment benefits

With respect to the amended Unemployment Se-
curity Act, the Ministry of Social Affairs and Health 
confirmed the application guidelines prepared by 
the ISA regarding the general provisions, training 
allowance and adjusted or reduced unemployment 
benefit. 

During the report year, we informed the un-
employment funds and other interest groups of the 
results of the round of inspections completed in 
2003, which concentrated mainly on the handling 
of membership issues by the funds. At the end of 
2004, we started to plan further measures based on 
the said round of inspections. We also initiated a 
comparative analysis of the impact of the various 
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payment systems applied by the unemployment 
funds on the enforcement of benefits and funding 
shares. In addition to inspection visits, supervision 
was performed by compiling statistical analyses of 
the beneficiary register. Furthermore, we continued 
to monitor the unemployment funds’ application 
handling-times. 

The ISA investigated possible cases of fraud in-
volving earnings-related unemployment allowance 
by comparing the beneficiary register’s payment 
data for the year 2001 to taxation information. After 
this, the unemployment funds analysed the entitle-
ment to earnings-related unemployment allowance 
and reported the results to the ISA. The purpose of 
these investigations, which revealed approximately 
100 cases in which unemployment allowance had 
been paid on false grounds, is to identify and pre-
vent the misuse of unemployment allowances. The 
parties involved plan to perform similar investiga-
tions on a regular basis in the future. 

The Supervision of Unemployment Benefits 
Enforcement department maintains statutory ben-
eficiary and unemployment fund registers. The ben-
eficiary register provides statistical reports for the 
unemployment funds’ supervisory purposes and for 
external parties.

The ISA handled 28 complaints submitted by 
citizens in 2004 and issued four statements to the 
Parliamentary Ombudsman in response to com-
plaints addressed to her regarding unemployment 
security. Furthermore, the Supervision of Unem-
ployment Benefits Enforcement department sub-
mitted a written reply to seven inquiries made by 
unemployment funds on the contents of the Un-
employment Security Act. 
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4. Domestic regulatory reform

Revision of the Insurance 
Companies Act

In May 2004, the Ministry of Social Affairs and 
Health established a working group to prepare a 
proposal for a new Insurance Companies Act. Rep-
resentatives of the ISA have participated in both 
the working group and its two sub-groups, and the 
preparatory work will continue in 2005.

Changes in insurance companies’ 
and local mutual insurance associations’ 

solvency margin requirements

The solvency margin requirements affecting insur-
ance institutions have been changed in line with 
the requirements set forth in the directives of the 
European Parliament and Council. The related 
acts, which came into force on 1 June 2004, will 
be applied to financial statements for 2004. Major 
changes were introduced in items included in insur-
ance institutions’ solvency margin and its minimum 
amount. To ensure that insurance institutions will 
have time to adapt to the new regulations, tran-
sitional provisions were included in the new acts, 
allowing insurance companies and local mutual 
insurance associations, subject to the approval of 
and under the conditions determined by the ISA, 
to observe the old regulations until 2007 and, under 
certain conditions, until 2009.

In June 2004, a bulletin was issued  stating that 
the ISA will approve the application of the transi-
tional provisions only in cases where an insurance 
company or a local mutual insurance association 
is unable to fulfil the new requirements without 
recourse to the transitional period enabled by the 
transitional provision. By the due date, 31 Decem-
ber 2004, we received seven applications for such an 

approval from local mutual insurance associations 
and small insurance companies, all of which were 
granted approval to apply the transitional provisions.

Towards increased transparency: 
disclosure of life and non-life 

insurance companies’ key figures

In early 2004, the ISA convened an unofficial 
working group to consider the development of 
key figures. The working group, which consisted 
of experts from our organisation, the Ministry of 
Social Affairs and Health and the insurance indus-
try, met six times over four months. In September, 
the working group handed the results of its work, 
i.e., a proposal on the disclosure of key figures and 
the development of their contents, to the Ministry, 
which took the proposal into account when chang-
ing accounting ordinances that affect insurance 
companies as of 1 January 2005. The conclusions of 
the working group were also used as a basis for the 
ISA’s revised regulations on the key figures of insur-
ance companies and company and industry-wide 
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pension funds operating under the Employees Pen-
sions Act, which entered into force on 1 January 
2005.

While the disclosure of key figures in connec-
tion with financial statements used to be compul-
sory for listed insurance companies and employee 
pension insurance companies, the disclosure re-
quirement has now been extended to all life and 
non-life insurance companies in order to increase 
the transparency of their financial statements. The 
most essential improvement is the substantial in-
crease in key figures and analyses reflecting the 
profitability of life and non-life insurance compa-
nies’ investments. 

Revision of the Pension Foundation Act 
and the Insurance Fund Act

In January 2004, the Ministry of Social Affairs and 
Health established a working group to prepare 
amendments to the Pension Foundation Act and 
the Insurance Fund Act. Representatives of the ISA 
have participated in both the working group and 
its sub-group, the task of the latter being to prepare 
a Government bill for a new Insurance Fund Act 
with respect to other employee benefit funds than 
industry-wide pension funds. The working group, 
which is expected to draft its proposals in the form 
of Government bills, will continue its activities in 
2005.

In order to increase the 

transparency of the financial 

statements a disclosure requirement 

has now been extended to all life 

and non-life insurance companies.

Implementation 
of the Insurance 

Mediation Directive

In June 2004, the European Parliament approved 
the Insurance Mediation Directive which requires 
revision of the national regulations and supervision 
of insurance brokers and insurance agents work-
ing for insurance companies. The time limit for 
the implementation of the Directive expired on 14 
January 2005 and the bill was under consideration 
by Parliament during the time of writing. The ISA 
participated as an expert in the implementation of 
the Insurance Mediation Directive carried out by 
the Ministry of Social Affairs and Health.

Draft regulations related to the implementation 
of the new act and the broker register were com-
pleted at the end of 2004, while the related tables, 
guidelines, conditions required by general good and 
registration application forms are currently under 
preparation. Until now, the ISA has had to draw up 
regulations on the basis of the Government bill.

Working group for adjusting 
the Act on Preventing and 
Clearing Money Laundering

On 3 November 2003, the Ministry of the Interior 
established a working group for adjusting the Act 
on Preventing and Clearing Money Laundering 
(68/1998). In early 2004, the working group was 
assigned the additional task of national preparations 
for the Third Money Laundering Directive of the 
EU. It is intended that the Commission’s proposal, 
which is currently being considered by various or-
gans of the EU, be approved in the autumn of 2005. 
The term of the working group was extended to 
2005.
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5. International activities: 
Constantly intensifying co-operation across the borders.

Solvency II project

The aim of the solvency regulations reform affect-
ing insurance companies in the EU is a fundamen-
tally revised arrangement which takes better ac-
count of the insurance companies’ risks than before. 
The purpose is to implement Solvency II through 
the so-called Lamfalussy process which involves 
a two-level regulatory development: only general 
principles would be included in the EU directives 
and the more detailed regulation would be drafted 
by working groups operating under the CEIOPS 
umbrella (Committee of European Insurance and 
Occupational Pensions Supervisors).

Finnish expert in the EU Commission

The two-year term of the national expert seconded 
by the ISA to the European Commission’s Insur-
ance Unit terminated at the end of 2004. During 
this two-year period, Solvency II moved to its 
second stage. The Commission has almost com-
pleted the general outlines of the new system, the 
organisation of work and detailed assignments to 
CEIOPS, which means that responsibility for the 
technical preparations will soon be transferred to 
CEIOPS while the Commission will concentrate 
on the framework directive.

The CEIOPS committee

In 2004, the Committee of European Insurance and 
Occupational Pensions Supervisors (CEIOPS) be-
gan work as the Commission’s advisor in insurance 
technical matters and as the supervisors’ co-opera-
tive organ aiming at the consistent implementation 
of directives and supervisory practices.

CEIOPS has a key role in the Solvency II 
project. It has established several working groups to 
prepare clarifications on the various fields of sol-
vency regulation which the Commission requests 
from the Committee. The representatives of the 
ISA participate in four working groups. Among 
the key issues dealt with in 2004 were the math-
ematical modelling of insurance companies’ capital 
requirements and matters related to internal control 
and risk management. The aim is that the Com-
mittee will reply to the clarification requests in two 
stages in 2005, enabling the Commission to prepare 
a framework directive on the basis of a functioning, 
risk-based solvency supervision model. 

The CEIOPS working group focusing on the 
supervision of insurance groups considers the need 
to amend the directive on the supplementary su-
pervision of insurance undertakings in an insurance 
group, based on the experience gained on the ap-
plication of the said directive. The analysis will be 
handed to the Commission, which must provide 
the insurance committee with a description of the 
application of the directive and, if necessary, on the 
related harmonisation needs.

The CEIOPS working group focusing on pen-
sions is preparing a Memorandum of Understand-
ing which defines the practical procedures for su-
pervisors’ co-operation as required by the directive 
on the operations and supervision of undertakings 
providing supplementary occupational pensions. 
The member states must enforce the acts, ordinanc-
es and administrative rules required by the directive 
no later than September 2005.

The CEIOPS working group focusing on insur-
ance mediation is preparing a Memorandum of 
Understanding on supervisory co-operation in ac-
cordance with the Insurance Mediation Directive. 
The member states must enforce the regulations 
complying with the directive in January 2005.
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6. Research: 
Active participation in 
academic co-operation within 
the scientific community.

7. Communications: 
Publication series, bulletins, 
statistics and training events.

The ISA issued the following statistical publications 
in the report year:
• Unemployment Funds 2003; the ISA Publication  
 Series STATISTICS 2004:1
• Insurance Brokers 2003; the ISA Publication 
 Series STATISTICS 2004:2
• Insurance Companies 2003; the ISA Publication  
 Series STATISTICS 2004:3
The ISA and the Social Insurance Institution of 
Finland published a statistical summary of unem-
ployment benefits on a monthly basis.

We also published quarterly reports on the sol-
vency of insurance companies.

Furthermore,  we compiled statistics on unem-
ployment funds’ operations, benefit expenditure 
and finances. In 2004, the Social Insurance Institu-
tion issued a publication on unemployment benefit 
expenditure in 2003, for which we provided infor-
mation on the benefits paid by the unemployment 
funds. 

33

The ISA’s Research Director gave a  series of lec-
tures on mathematical methods used for insurance 
and investment operations at the Helsinki School 
of Economics and an intensive course on insur-
ance companies’ investments at the University of 
Tampere. The research unit organised a seminar 
on actuarial mathematics in co-operation with the 
University of Helsinki, and a research seminar on 
investment and insurance operations in co-opera-
tion with the University of Tampere.  In addition, 
the representatives of the research unit gave several 
lectures in universities and research institutes. 

As part of our research co-operation, we car-
ried out a study on the supervision of alliance 
structures together with Professor Pekka Korhonen 
and  Raimo Voutilainen, a researcher, both from the 
Helsinki School of Economics, and a study on the 
insurance industry’s leadership requirements  with 
Professor Raija Järvinen of the University of Tam-
pere. With respect to our own research activities, 
we published a study on risk assessment in equity 
markets and a report on the modelling of long-
term interest rates and inflation. A junior researcher 
in the ISA presented the interest rate model  at a 
scientific seminar in Australia.

The research unit also participated in the devel-
opment of an actuarial degree and produced study 
material by drawing up a handout on the theory 
and applications of financing in co-operation with 
Professor Luis Alvarez of the University of Turku.
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8.  Administration and Internal Services: 
Moving within the present premises, support services 
outsourcing, the intranet concept, upgraded procurement 
activities, occupational renewal and well-being.

The Administration and Internal Services depart-
ment provides and purchases financial services, per-
sonnel administration services, information services, 
real-estate services and other internal services, and 
reports to and communicates with the Government’s 
administrative organs. 

The ISA has outsourced most of its support func-
tions and concluded the related service agreements 
on, for example, user services related to the informa-
tion systems of payroll and personnel administration, 
computer services, access control and telephone 
exchange services. Administrative work input (9.4 
person years) accounted for approximately 14.4 per 
cent of our total person years. 

The ISA occupies rented premises in the Aikatalo 
building at Mikonkatu 8 in the centre of Helsinki. In 
2004, the ISA moved within these premises to oc-
cupy two floors instead of the former three, which 
has eased day-to-day co-operation. 

We defined our intranet concept and the related 
functional requirements in order to enhance our 
communications and information management. 
Preparations were made for a generation change af-
fecting our data security, workstations, basic software, 
data communications and their management. These 
changes will be realised in 2005. We also extended 
our current outsourcing agreement.

We continued to enhance the usability and reli-
ability of the information systems that support our 
operations. As part of our supervision of the markets, 
we constructed an electronic register for insurance 
intermediaries which will be introduced as soon as 
the related legislation enters into force. According to 
new legislation, the ISA must register all insurance 
intermediaries, i.e. both insurance brokers and insur-
ance agents working for insurance companies. We 
will also maintain a service outlet at which citizens 
will be able to inspect up-to-date basic information 
on insurance intermediaries in electronic format.

In order to upgrade its procurement activities, 
the ISA signed a co-operation agreement with 
Hansel Ltd. on 15 October 2004, combining its 
procurements with those of the Government. This 
will generate savings not only in the products and 
services it purchases but also in its procurement 
process costs. In addition, we continued our profit-
ability reporting project aimed at generating profit-
ability indicators for the ISA as well as a related fol-
low-up database to support our management.

Renewal and ability to work

As far as the staff ’s occupational renewal and capac-
ity to perform well are concerned, the key success 
factors are the ability and preparedness of the ISA 
personnel to work, the maintenance of its profes-
sional expertise as well as the authority’s competi-
tiveness as an employer.

We developed our payment structure in 2004 in 
order to expedite the implementation of a payment 
system which is based on competence classifications 
and personal performance. This means that all posi-
tions within the ISA have been scored and classified 
within competence groups. The performance of 
each staff member is evaluated in connection with 
performance reviews. According to the collective 
agreement concluded on 14 December 2004 on the 
comprehensive implementation of new payment 
systems in public administration, the ISA must con-
clude the related negotiations by 31 March 2005. In 
order to guarantee our competitiveness as an em-
ployer, we also examined the possibility of payment 
by results as a reward system.

The ISA implemented staff training mainly 
through personal development projects agreed dur-
ing individual performance reviews. Staff members 
also participated in external training events and 

Our achievements in 2004…
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seminars, and experts representing various fields 
were invited to give lectures at our premises. Train-
ing was also provided through centralised training 
arrangements, both by our own experts and as a 
purchased service.

General well-being at work

A survey on management and superior perform-
ance was carried out at the beginning of 2004. 
After the results had been presented to the staff in 
February 2004, the management and superiors met 
to analyse the results and draw up conclusions. The 
survey indicated that the superiors’ flexibility, listen-
ing skills, determination and the ability to motivate 
and support staff should be further developed. Staff 
members themselves were  quite satisfied with their 
superiors in general and with the promotion of in-
dependence and performance. The ISA has negoti-
ated with the State Treasury on participation in the 
Kaiku programme promoting occupational well-
being among state employees. This training, which 
focuses on internal communication, interaction and 
management development, will be initiated in 2005.

As part of occupational health services, a reha-
bilitation expert gave a lecture on various rehabili-
tation possibilities in May 2004. We continued to 
encourage staff participation in various forms of 
physical exercise. Other ways of enhancing the em-
ployees’ well-being at work included work ability 
maintenance activities, a joint outdoor recreation 
day, and seminars organised by the various depart-
ments.

Targets of further development 

in the organisation  include the ISA 

superiors’ flexibility, listening skills, 

determination and the ability to 

motivate and support the staff.

Our achievements in 2004…
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Our key figures prove that 

we had a truly busy and 

challenging year in 2004. 

2004

C. As these performance    
 indicators show…
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Insurance Supervisory Authority’s Income and Expenses Account

  2001 2002 2003 2004 2004 
  Financial statements4) Financial  Financial Financial Budgeted
   statements statements budj. 
INCOME      
Income from fee-charging operations      
•  Sales proceeds from fee-charging operations 1), 2) 3,811 4,320 4,531 5,121 5,580 
•  Other income from fee-charging operations 1 0 0 1  
Income in total 3,812 4,320 4,531 5,121 5,580 

EXPENSES      
Separate costs related to fee-charging operations      
• Materials, supplies and goods 60 81 60 53 100 
• Personnel costs 2,599 3,001 3,361 3,720 3,740 
•  Rents 454 579 522 583 650 
• Purchased services 3) 548 443 486 591 725 
• Other separate costst 93 164 107 130 195 
Separate costs in total 3,754 4,268 4,536 5,077 5,410 

SURPLUS/DEFICIT 59 52 -5 44 170
Fee-charging operations’ share of joint costs     • 
Support functions’ costs      
• Depreciation 89 133 107 135 150 
• Interest 21 23 24 20 25 
• Co-operation payments   17 20 18 25 
 to State agencies and institutions
• Other joint costs       
Share of joint costs in total 110 174 151 173 200 

Expenses in total 3,863 4,441 4,686 5,250 5,610 

Surplus (+) / Deficit (-) -51 -121 -155 -129 -30 
Cost correlation, % 98.7 97.3 96.7 97.5 99.5 

Investment expenses 56 96 25 120 145 

Deducted items:      
• Depreciation -89 -133 -107 -135 -150 
• Interest -21 -23 -24 -20 -25 
• Change in holiday pay liabilities  4 -59 -47 -94  
 + additional costs
• Depreciated sales losses  -2 0   
• Rehabilitation based  -1  -2   
on State Employees Pensions Act 3)

Deducted items in total -108 -217 -180 -249 -175 

Total gross expenditure 3,812 4,320 4,531 5,121 5,580 
Surplus (+) / Deficit (-) 0 0 0 0 0 
Cost correlation, % 100.0 100.0 100.0 100.0 100.0 
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1) Act on the Financing of the Insurance Supervisory Authority (479/ 1944).    
 Decisions of the Ministry of Social Affairs and Health on the bases of the ISA’s supervision fee charged 
 to supervised institutions.   
 Insurance Supervisory Authority’s debit decisions      
2)  Act on Criteria for Charges Payable to the State (150/ 1992).     
 Decree of the Ministry of Social Affairs and Health 1290/2001 and Insurance Supervisory Authority’s Service Charges 
 as of 1 January 2002  
3) Includes expenses on rehabilitation based on State Employees Pensions Act (sub-section 28.80.24) as follows: year 2001:   
 EUR 1,396 and year 2003: EUR 2,018  
4)  Supervision of Unemployment Benefits Enforcement as of 1 March 2001



39I n su r a nce Su pe rv i sory Aut hor i t y – A n n ua l R e port 2 0 04

performance indicators

    %  %
 1.  Life insurance companies 959 19.4 5 3.0
 2. Non-life insurance companies 952 19.3 20 10.9 
 3. Employment pension insurance companies 1,181 23.9 10 5.5 
 4. Company and industry-wide 505 10.2 64 35.7
 5. Other employee benefit funds 123 2,5 25 14.1
 6. Pension institutions founded on the basis of law 31 0.6 1 0.6
 6.a.  Local Government Pension Institution, 
  State Pension Fund, Church Pension Fund 108 2.2 0 0.0
 7. The Central Pension Security Institute 11 0.2 1 0.5
 8. Local mutual insurance associates 138 2.8 14 7.5
 9. Insurance brokers 120 2.4 16 8.6
 10 Unemployment funds 781 15.8 18 10.0
 10.a. Unemployment Insurance Fund  15 0.3 0 0.0
  and Educational Fund
 11. Other supervised Institutions 18 0.4 2 1.3
 12. Retained and other earnings   4 2.2
Total  4,942 100.0 180 100.0

*)   The reported invoicing surplus has been taken into account as deduction
**)   Retained earnings as deduction of joint expenses

Insurance Supervisory Authority’s Income (EUR ’000)

39

Group of Supervised Institutions Supervision fees*) Performances 
  (Act on Criteria for Charges 
  Payable to the State)**)

 2001 2002 2003 2004
Supervising fees 3,562 4,145 4,317 4,942
Performances  249 175 214 179
     (Act on Criteria for Charges Payable to the State)
Other income 1 0 0 1
Income in total 3,812 4,320 4,531 5,121

Income by Group of Supervised Institutions in 2004 (EUR ’000)
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Decisions, permits and certificates based on the Act on Criteria 
for Charges Payable to the State in 2000–2004

Expenses (EUR 1,000)

  2001 2002 2003 2004
Expenses Actual Actual Actual Actual
Materials, supplies and goods 60 81 60 53
 Personnel costs 2,599 3,001 3,361 3,720
 Rents 454 579 522 583
 Purchased services 548 443 486 591
 Other separate costs 93 164 107 130
 Separate costs in total 3,754 4,268 4,536 5,077
Share of joint costs    
 Depreciation 89 133 107 135
 Imputed interests 21 23 24 20
 Co-operation payments to State agencies and institutions  17 19,9 18,4
Share of joint costs in total 110 174 151 173
Investment expenses (acquisitions of fixed assets) 56 96 25 120
Total expenses *) 3,812 4,320 4,531 5,121
*) Excluding depreciation, imputed interests, sales losses, 
 change in holiday pay liabilities and rehabilitation based 
 on State Employees Pensions Act, and including investments    
Number of person-years: 54.5 59.8 63.5 65.3
Total expenses/person-year 69.9 72.2 71.4 78.4

 2000 2001 2002 2003 2004 Share 
 ISA + Ministry of Social      % 
 Affairs and Health in total
Decisions on confirming or amending  213 198 186 163 205 35.0
     rules and regulations 
Extracts from register and certificates 195 180 190 161 159 27.1
Decisions on insurance broker registration 63 55 85 90 62 10.6
Decisions on mergers, demergers, changes   72 45 37 31 43 7.3
 in company form, transfer of insurance portfolio 
 or insurance operations, transfer of liability 
 and refund of the surplus value in a pension foundation
Decisions on the confirmation of membership fees    44 43 41 7.0
    (unemployment funds)   
Other permits and decisions on request 52 34 55 55 37 6.3
Decisions on the confirmation  55 70 53 56 25 4.3
     of  insurance-technical bases      
Decisions on the confirmation  23 22 156 23 14 2.4
     or amendment of articles of association  
Total 653 619 811 622 586 100.0
      

performance indicators
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1 Jan. 2003 – 31 Dec. 2003

41

Income and Expenses Account

1 Jan. 2004 – 31 Dec. 2004

OPERATING INCOME
Income from fee-charging operations 5,120,778.91  4,530,654.57
Other income from operations 90.30 5,120,869.21 251.95 4,530,906.52

OPERATING EXPENSES
Materials, supplies and goods
Purchases during the accounting period -52,686,48  -60,273.77
Personnel costs -3,719,787.40  -3,360,993.70
Rents -583,400.75  -521,687.79
Purchases services -591,079.09  -485,513.46
Other expenses -130,044.28  -107,287.33
Depreciation -134,871,62  -106,722.43
Internal expenses -18,356.83 -5,230,226.45 -19,878.06 -4,662 356.54

SURPLUS/DEFICT I  -109,357.24  -131,450.02

FINANCIAL INCOME 
AND EXPENSES 
Financial income 615.80  242.60 
Financial expenses -110.43 505.37 0.00 242.60

SURPLUS/DEFICT II  -108,851.87  -131,207.42

SURPLUS/DEFICT III  -108,851.87  -131,207.42

INCOME FROM TAXES 
AND OBLIGATORY FEES
Value added taxes levied 721.62  296.02
Value added taxes paid -288,885.44 -288,163.82 -232,575.69 -232,279.67

DEFICT FROM 
THE ACCOUNTING PERIOD  -397,015.69  -363,487.09

performance indicator
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Insurance Supervisory 
Authority

Board of directors

Hely Salomaa
Director-General

Expert Facilitie s Research

Statistics

Maarit Humaloja 
Director

Expert Group

Insurance Companie s
Pension Foundations, 
Insurance Funds and 
Pension Institutions 
based on leg islation

2004

Financial Supervis ion Market Affair s
Supervis ion of 
Unemployment 

Benefits  Enforcement

Administration and 
Internal Service s

Timo Laakso 
Director

Erja Rautanen 
Director

Organisation as of 31 December 2004

Erja Rautanen 
Director



43I n su r a nce Su pe rv i sory Aut hor i t y – A n n ua l R e port 2 0 04

The ISA is divided into four departments: 1) Finan-
cial Supervision, 2) Market Affairs, 3) Supervision 
of Unemployment Benefits Enforcement, and 4) 
Administration and Internal Services. In addition to 
these, Expert Facilities, and Research and Statistics 
units function in direct subordination to the Direc-
tor-General.

The ISA is regulated by the Act on the Insurance 
Supervisory Authority (78/1999), and the special 
enactments regarding the insurance industry. The 
organisation and business management of the Au-
thority is regulated by the decree on the Insurance 
Supervisory Authority (102/1999).

The ISA is a supervisory authority subordinate to 
the Ministry of Social Affairs and Health but with 
independent decision-making powers. We contrib-
ute to achieving the overall targets set by the Min-
istry in our own field. 2004 was the ISA’s fifth full 
year in operation.

The ISA has a Board of Directors established by 
the Ministry. The Board members for the period  
1 April 2002 - 31 March 2005 are shown above.

The ISA is headed by the Director-General, who 
is assisted by the other Directors.

Board of Directors as of 31 December 2004

Chairman Deputy members

Tarmo Pukkila, Director-General Matti Toiviainen
Ministry of Social Affairs and Health Deputy Director-General

Vice Chairman

Carin Lindqvist-Virtanen, Ministerial Adviser Leena Väänänen, Senior Actuary
Ministry of Social Affairs and Health

Members

Kaarlo Jännäri, Director Pirkko Pohjoisaho-Aarti,  
Financial Supervision Authority Deputy Director
Pekka Laajanen, Legislative Director Ilkka Harju, Legislative Counsellor
Ministry of Finance
Matti Louekoski, Deputy Governor  Heikki Koskenkylä, Head of Department
Bank of Finland
Hely Salomaa, Director-General Timo Laakso, Director
The Insurance Supervision Authority

D. Our expert organisation:   
 A safeguard for independent  
 Finnish insurance supervision.
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Insurancy Supervisory Authority (ISA)

Street: Mikonkatu 8 A, 00100 Helsinki , Finland
Mail: P.O.Box 449, FIN-00101 Helsinki

Telephone: +358 9 415 5950
Reg isty off ice, telephone: +358 9 4155 9542

fax: +358 9 4155 9660
E-mail: kirjaamo@vakuutusvalvonta.f i

f ir stname.surname@vakuutusvalvonta.f i
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