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COMMENTARY REGARDING LEGISLATIVE PROTECTION OF INSURANCE MARKET
IN PAPUA NEW GUINEA - SPECIFiC PRECLUSION OF FOREIGN BROKERS, |

The law in Papua New Guinea relating to insurance is cleat and_is_determined by the insurance Act
1995, Quite simply, that Act provides that - - s ! o

R TR

* any risks in Papua New Guinea for which insurance is required can only be placed

through local licensed brokers or insurers. . . y
e : >
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The cleat Dpjectivf:s of the fegislation are to -

PR : - ‘ '
%, protect the interests of insurance consumers within the country ir respect of their . .
v V100 dealings with the insurance industry; : c g
. g y
» 2. facilitate the retention of premium within the {ocal economy; and
3, support the focal insurance matket through protection of licensed insurets and
" ficensed brokers. : . S R
' LA
* Every person, including foreign companies; residirig or having business interests in this 4

" country, are required to comply in all respects with the laws of this country,

Insofar as Insurance of risks within Papua New Guines is concerned, that insurance can only bé
managed within the local insurance industry: Brokers outside of Papud New Guinea actinig fot clients
“having multinational ot global interests have no rights and caniiot act as a broket in respect of the .
Paptia New Guinea risks. Alternative contractual arrangements purporting, for example, to provide -
a global of tegional insurance solution, cannot encompass lnsurance of tisks in Papua New Guined. .
Tie test is simply whether the risk was, at the material time, situated in Papua New Guinea.. The
_* definition of “risk”, for the purposes of the Act, includes financial risk.
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" ¥ will be taken to prosecuie the client in Papua New Guinea,
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An ex_em-ptio'n:_:_ _'maj! be obtained from the Insurance Commiséioner for place__meﬁt : _off—sliore of.
 individual risks inder very specific and tightly defined criteria; but this exemption provision is cleatly . -
- intended to provide for exceptional cases, such a8 where the focal industry has nio capacity to hindle! ...

'the specific, Hski.. The exemption applies onty to the particular tiske .00 "
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A N I E o L . I
. The legislation ensures that there is no place fot the involvement of a foreign broket whatsoevet in | * :
" the management of insurance risks in this country, with the sole exceptior that a licensed bfoker here .
" may seek technical assistance, but may not fake directions; from an appropriate specialist; These °
" requiretnents_of the Act also apply equally to the parent ot shatelioldet interests of brokets licetised
“in Papua New:Guinea a5 a separate legal entity S T L U

* There are fio citcumstances in which a client may deal directly. with a broket wha is noi;lic!ensed it -
this country;in respect of- tisks situated in this country, irrespective of whete that client's ',
admimistration s located. 'The client cannot elect to to place instirance through channels outside of
Papiia New Guinea, Foreign brokers tempted to act in respect of Fisks situated in Papua New Guinea ‘

“are advised 4o seriousty consider their professional responsibilities o their clients and to their

professiotfal inderhnity insurers.
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ences of a breach of the legislation are serfousi- . - | ,

" The g:oﬁscqix
‘ A.ny_insufance' contracts entered into which do hot conform in aﬂ.tespe{:ts“ to the :
“tequirements of the Act, are illegal, and cannot be enforced through the Collrts; S

]

3. v The licence of any licensed broker or licensed iistiret involved in facilitating d breach

1 1 of these provisions of the Act (for example by assisting or acting as agent fot a .

' *" foreign broker); will be subject to cahcellation; = T

. Any person involved in breaching these provisions of the Act (including the cllent) ;.

“are subject to prosecution and severe financial penaities (a fine of up to K50,000; ot *
 the value of the premium if that is greater).. ' = -

of insurance of risks in this country will be viewed -
Similarly, any visit from staff of a foreighi btoket =
e, will be regarded -

Any involvement of a foreign broker in respect
as a prima facte breach of the Insurance Act.
* lnvolving ditect contact, for whatever reason, with clients il Papua New Gt _

“in the samie Way. - Where evidence of a breach of the requirements of the Act is established; aetion s
r and the client will be encoutaged to pursue

P

7 action a aitist any other party involved (ie broker, agent, etc), e
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There appears to be a prevailing perception, particulatly by some Australian broking interests, that
the provisions of the Insurance Act can be avoided by managing and placing the instrance business -
directly off-shorei it should be clearly understood such an attitude is irresponsible and a setious

detriment to the client, Wwho tisks prosecution and having insutance claims refused beciusé off L

illegality, A client affected by such actions would have a tight of action for- fraud or hegligence
. against a broker or insuret who acts contrary to the requirements of the Act and this Office will
actively encourage such clients to proceed accordingly against the parties involved.

Any enquities shiould be addressed to- o 7.
Insifarice Commissioner, PO Box 122, Porl Moresby, Paptia New Guinea, -

or by telephone (675) 3213355, or facsimile (675) 321-4801. -
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William Hanning MBA FIINZ
Insurande CQmmissioner.

2 April 1996, °




