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1996 SUPPLEMENTARY MEASURES BY THE
GOVERNMENT OF THE UNITED STATES AND THE
GOVERNMENT OF JAPAN REGARDING INSURANCE
December 24, 1996
Washington, D.C.

Representatives of the Government of the United States and the Government of Japan met from December 1995
through December 1996 regarding the interpretation and application of the Measures by the Government of the
United States and the Government of Japan Regarding Insurance, dated October 11. 1994 ("Measures"). As a
result of these consultations, each Government has decided to implement these supplementary measures
described herein ("Supplementary Measures") as an integral pan of the Measures.

The two Governments note that on November 11, 1996, the Prime Minister of Japan instructed the Ministry of
Finance to prepare and undertake fundamental reform and deregulation of Japan's financial system including the
insurance sector by the year 2001. The Government of the United States welcomes this initiate and looks forward
to its implementation. The two Governments share the view that implementation of the Measures and the
Supplementary Measures is intended to be consistent with the Prime Minister's initiative to reform Japan's
financial system.

Charlene Barshefsky, Kunihiko Saito
United States Trade Ambassador of Representative -- Designate Japan
I. Deregulation in the Primary Sectors

(1) The Ministry of Finance publicly announced on October 1, 1996 its decision to implement the following
measures. The Government of the United States welcomes this decision by the Ministry of Finance.

a. A direct response system (Tsushin-Hanbai) for automobile insurance is a distribution method whereby
insurance providers offer their products to consumers through advertising media, such as newspapers and
magazines, and through direct mail or telephone calls; accept applications of consumers delivered via mail or
telephone calls: and enter into contracts with consumers through an exchange via mail or telephone calls, without
meeting the consumers.

The Ministry of Finance decided to approve applications for a direct response system for automobile insurance as
of October 1. 1996. At the same time, the Ministry of Finance decided to approve payment of premiums through
the use of credit cards, with the policy effective from the date when the insurance provider accepts credit card
payment.

As of December 15, 1996, two insurance providers already have received approval of their applications to provide
automobile insurance through a direct response system. The Ministry of Finance intends to apprdve other such
applications. provided that they meet the relevant legal criteria.

b. The Ministry of Finance decided to expand the scope of the advisory rate system for loading rates of
commercial fire insurance effective April 1. 1998, by lowering the minimum amount per contract to 15 billion yen. 3
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c. The Mi i of Fi a ce decided o add effec ive Ap il 1. 1997, he followi g e p oduc o heli ofp oduc -

o which he o ifica io em applie wih epec o he ae a d ide fo uchp oduc
medical malp ac ice liabili i ua ce (I hiBai ho Seki i Hoke )

adva cedlo ofmachi e pofi i ua ce(Sog oKai hi Chie Hoke )

dela ed a ofco ucio i ua ce(Kaig oChie Hoke )

civile gi eei gcompleed i k i ua ce(Doboku Kozobu u Hoke )

uclea e eg i ua ce(Ge hi okuHoke )

umb ella liabili i ua ce (Kig o Hoka u Bai ho Seki i Hoke )

e vio me liabili i ua ce(Ka k oOs Bai hoSeki i Hoke )
eecio i ua ce(Kumia e Hoke )

moveable comp ehe ivei ua ce (Do a Sogo Hoke )
compu e comp ehe ivei ua ce (Ko p uaSogo Hoke )

(2) The Mi i of Fi a cei p epa ed o make fu he effo owa dde egulaio i hepima i ua ce
eco ,a dwill ake he followi g mea u e :

a. The Mi i of Fi a ce willexpa d he copeof headvio ae em fo loadi g a e of comme cial fi e
i ua ceeffecivela ua 1,1997,b lowei g hemi imumamou pe co ac o20bilio e ad o7
billio e effecive Ap il 1, 1998.

b. The Mi i of Fi a ce will add effeciveJa ua 1, 1997. hep oduc de cibedi ub ecio (1)c. above a
wella he followi gp oduc o heli of poduc o which he o ificaio em applie wih e pec o he -
ae ad ide fo uchp oduc

boile a d ubo e i ua ce(Boile Tubo e Hoke )
a ii uace(U ohHoke )

cedi cad hef i ua ce(Cedi CadTo a Hoke )
ge e alliabili i ua ce (Bai hoSeki i Hoke )

co ucio all i ki ua ce(Ke e uKoji Hoke )
ue bo d (Ho ho Shoke )

(3)Rai go ga izaio

a. Tobe efi Japa e eco ume houghgeae i ovaio a dcompeiio i hei ua cemake, he
Mi i of Fi a ce ha decided o ake ac io ou de akefu dame al efo mof he ai go ga izaio
em, wi h a view owa d achievi g maximum libe aliza io h ough elimi aio of obligaio fo membe ofa
aigogaizaio oue ae calculaedb he ai goga izaio , whileallowi g membe ofa ai g
oga izaio ou e, fo hepupo eofcalculai g ae, he ai icaldaacollecedb he ai goga izaio .

b. The Gove me ofJapa i ed o ubmi o heDie a eal a po iblei 1998 legi laio which will
achieve he objecive me io edi pa ag aph a above. Almea ue pe ai i g odome iclegi laiveacio ae
ubjec o0,a ddo o p ejudge, delibe aio b helapa e e Die.

c. Whe helegi laivecha ge a d hei accompa i gadmi i aivemea ue aeimpleme ed, he Mi i

of Fi a ce will app ove, wihi he a dadpoce i gpeiodof90da afe wubmi io ,applicaio allowi g
i ua cepovide odiffee iae, o0 hebai of he i ki ued, he ae fomsa ddi ibuio of p oduc ,
wi hou egad owhehe wuchapplicaio ue ai ical ae calculaedb he aigogaizaio . -



d.Inthe nte M eo ethe leg slat ve chan%ees and the accompany ng ad nstatve Measuesae

Iemented, the Minst y o Fnance welco s, and wil app ove wih n the standa d p ocess ng pe od o 90
days ate su sson, applcatons o p oducts n jo p oduct catego es nthel e and non-l e secto s wh ch
povde o the le Itytod e entate, onthe asso the sk nsu ed, the ates, o anddst utono
p oducts. (Thet ng o app ovalo d e entated auto nsu ance s add essed n su secton (4) elow.)

@ In the event that an appl caton n pa ag aph d. nvolves d e entaton eyond the ates o p oducts app oved

withn atng o ganzatons, the ollowing p ocedu € wil apply: x
s

. When an nsu ance p ovde les the applcaton, t can desgn the p oduct wih ully d e entated ates vy
ut |z ng the data collected vy the elevant atng o ganzaton,snce t sstlla ME ¢ o the at ng o gan zat on
atthet ™€ o appl cat on.

. An nsu ance p ov de may’ without hav ng to withd aw o the atng o ganzaton:

(A) o e ap oduct at a "specal ate" ("Toku etsu- yo tsu"asp ovded o n Secton4o A tcle10-50 the
Rat ng O gan zat ons Law) app oved y the Minst y o Fnance; and

(B) Ofe a new p oduct not gove ned y the equ eM€nts 0 A tcles 10-5 and 10-6 o the Rat ng O gan zat ons
Law, su ject to app oval vy, the Minst y o Fnance unde A tcle 123 o the Insu ance Bus ness Law.

.I a atng o ganzaton concludes ngene alo n apa tcula case thatan nsu ance p ovde should wihd aw

o the o ganzaton to so deg eeé the Minst y o Fnance wil pu sue esoluton o techn cal ssues thata se
n connect on wih wihd awal, n a M3nne that acltates wihd awal wihout undue est ctonso u dens on
the nsu ance p ov de.

v. When, node too e apoductatd e entated ates, an nsu ance p ovde has to leave the atng

0 gan zaton wih espect t&that p oduct as well as othe p oducts o wh ch the nsu ance p ovde does not
ntendtoo e d e entated ates eyondthe anded ates, the Minst y o Fnance wil app ove the appl cat ons
o0 such othe p oducts at the t the nsu ance p ovde s equ ed to leave the atng o ganzaton. p ov ded
that the appl cat ons use ates calculated y the atng o ganzaton o those p oducts.

(4) Auto™© le nsu ance wth d e entated ates

a. Wth a vew to enhancng u the the ene tsto Japanese consu s, the Minst y o Fnance wil app ove
appl catons o auto™® le nsu ance wth the le Itytod e entate.onthe asso the sk nsu ed, the
ates, o and dst wutono p oducts, ncludng ad ect esponse syste o auto™® le nsu ance wth
d e entated ates (collectvely, "d e entated auto nsu ance") e ectve Septe e 1, 1997.

.D eentatononthe asso the sk nsued ncludesd e ent§tono atesoutsdethe anded ates ased
on the ollowing sk acto s: age, se .d vng hsto y, usage (e.g., co c al, pe sonal) and patte n o use
(e.g., |@age pe yea ). geog aphy ( y egon, .e., Hokka do, Sh koku, Kyushu, and Honshu, wh ch wil e
d vded nto Tohoku, Kanto-Kosh netsu, Hoku ku-Toka , and K nk Chugoku), veh cle type, veh cle sa ety eatu es,

It -ca owne shp.
me
II. Ent y ntotheth dsecto ysu sda es

(1) Non-l esu sda eso | e nsuance p ovde s

a. Non-l esu sda eso | e nsuance p ovde swil epe tted to sell pe sonal accdent nsu ance o
Janua y 1, 1997, su ject to the ollowing asu es to ad cal changes ntheth dsecto o s llto du™ and
0 egn nsu ance p ovde s:

. p otecton o e stng sales netwo ks cu ently utlzed vy s to du™and oe gn nsu ance p ovde s, .e.,
not allowing sales ythesu sda eso:

e a e
(A) pe sonal acc dent nsu ance ased on a s ngle pol cy wrtten and/o endo sed y non-p o t nte - ndust y

ma
assocatons o oundatons o nage s o co po atons: X
e



(B) dome nd over e r vel den n ur n e hrough r vel gen

(C) per on | den n ur n efor uden marke ed hrough or endor ed by hool (n ludng Il level of
hool . nd n lud ng publ nd prv e hool ), or hol , uden orp ren org nz on or 0 on
(.e,gkue-dn ,dook , ndP A); nd

(D) per on | den nur ne hroughdre re ponemehod ( uhn-h nb );
.(A) n he eof o-nurne.no llow he ub d re o ellgroup
per on | den n ur n e.when hey reno ng le d man ger mong o-n urer ; nd

(B) n he e of ole underwr ngorwhen ub d ry le d man ger mong o-n urer ,no llow he

ub d re o ell group per on | den nurne o group, nlu veof omp ne, o] on , oro her
org nz on p ble of pur h  ng group per on | den nurne h h hdneffe n hepreedng x
mon h pol yfor he meor ub u blegroup per on | den nur neprodu by mall o medum
nd/or foregn n ur n e prov der.

.no llow he ub d re o ell maur yrefund per on | den n ur n e.
(2) Lfe ub d re ofnon-Ife n ur n e provder

Inorder o vodrd | h ngen hebu ne envronmen n he hrd e or,Ife ub d re of non-lfe

n ur n eprovder wilno be llowed o ell nd- lone ner nurne nd nd- lonemed | nurne,
nd he Min ryof Fn newilman n helmi reg rdng her oofrderbenef ob epol ybenef h
wa nex en ebefore mplemen onof henewlInur neBu ne L wonAprll. 1996.

(3) Cr er for ermin ngme ure o vodrd | h nge

he Min ryof Fn n ewil ermin e heme ure o vodrd | hnged n he hrd e orn ube on (1) T
nd (2) bove wo ndone-h Ifyer fer Il hefollowhg rer reme. heMin ryof Fn ne nend for
hed eof ermin onof heme ure de rbed n ube on (1) nd(2) obenol er h n2001. o

ompl h h end. heMin ryof Fn ne nend o mplemen heme ure de rbed n e onIbynol er
h nJuly 1.1998. he r er re:

.whe her he Min ryof Fn n e pproved, wihn he nd rd pro e ngperodof90d vy, ppl on for
dfferen ed uonurne de rbed n e on1(4);

b. whe her he Min ryof Fn n eh lowered he minmum n ured moun per onr requ red for ppl on
of he dv oryr e y emfor ommer Ifre nurne de rbedn e onl1(2) .; T

.W hrepe o0 heno f on y em, whe her he Min ryof Fn n e:
.h pu noeffe henof on y em de rbed n e on 1(2)b.; nd

llowed, wihn he nd rd perod of 90 d y , marke ng of he produ no fed o heMin ryof Fn ne
(.e.,ddno reje heno f on );

d. whe her he Min ryof Fn n eh mplemened henee rylegl h nge (nludng dmin r ve
me ure ) oelmin eoblg on formember of r ngorgnz on ouer e |l ul edby her ng
org nz on, de rbed n e onI(3); nd

e.w hre pe o ppl on ford fferen ed produ orr e ,wheher he Min ryof Fn n e pproved,
wihn he nd rd pro e ngperodof90d vy, he ppl on ubmi ed.

ITII. Other ue

(1) heMin ryof Fn n e mmed elywilmake publ nnoun emen of he h nge n pol e
provdedfor n e onl. T



(2) Ifan n an ep ovde ha bmitted do ment tothe Min tyof Fnan e elatedton anepod t o

ate ,wh hthe n anepovde on de tobeanappl aton,the n an epovde may makea eq e tto
the Min tyof Fnan etodete mine t tat . heMin tyof Fnan ewil e pond witho t nd e delay to h

eq et and nd ate whethe t on de thedo ment to on tt te afo mal appl aton.

(3) heMin tyofFnan e e ognze the on en a edbythe Gove nment of the Un ted State thata

b tantal n ea e nthe Min tyof Fnan e taffded atedtothep o e ngofappl aton fo n ane
pod t and ate nee aytoaheveboadp may e to de eg laton, and wil take mmed ate tep to
n ea ethen mbe of taff n hageofpoe ngappl aton .

Note
I. ehn al e thatwilbe e olved nde e tonI(3)e. . n | de the following:

Ifan n an ep ovde wihd awsfoma atngo ganzatdh wih e pe ttovol ntaya tomoble n an e,
the e wil be no hange nthe n an epovde' opeaton wih e petto omp | oya tomoblelablty
n an e (CALI). A odngly,the n an epovde wil ontn eto be allowed to:

a. ell CALI wih n the atng o ganzaton y tem: and
b. oo dnate lamsadj tmentwihothe ompane and ettle lamsa pe entpat e.
2. he even egon mentoned n e tonI(4)b. on tofthefollowihgpefet e :
Hokka do: Hokka do
ohok : Aomo , Iwate, Ak ta, Miyag, Yamagata, and F k hma
Kanto-Ko h net : okyo, Kanagawa, Satama, Ch ba, Iba ag, o hg, Guma, Yamana h, Nagano, and N gata
Hok k - okal: oyama,I hkawa, F k ,Shz oka, A h, Gf , and Mie

K nk -Ch pok : Osaka, Kyoto, Sh ga, Na a, Wakayama, Hyogo, Okayama, Hio hma. otto , Sh mane, and
Yamag h

Sh kok : Kagawa, Ehme, ok hma, and Ko h
Ky h :F k oka, Naga ak, Saga, Ota, K mamoto, Miyazak , Kago h ma, and Ok nawa

Endo ement" wh happea n e tonlII(1l)a..(A)and (C) mean e ommendaton ( ho) and/o ba k- p
(koen).

4. Non-p oft nte-nd tya o aton o fo ndaton fo manage of o poaton wh happea n e ton
II(1)a. .(A) mean the Zenkok Hojnka So engo, Kyok en Hojnka, Kenhojnka Rengoka, an- Hojnka,
Noze kyoka Rengoka, B okk -ka, and Noze kyoka .

5. In the event that no appl aton o notf aton have been bmitted by n nety day befo e the date of an
a e ment of whethe the te a n etonlIl(3)aemet,the te an etonlIl(3). .. ande.wilbe
on de ed to have been met.

6. he two Gove nment nde tand that wheneve th do ment tate thatthe Min ty of Fnan e wil app ove
an appl atono wil not eje tanotf aton, the appl atono notf aton mu t meet the appl able legal

te a. heMin tyofFnan ewil applythelegal te a nafa andt an pa ent manne, and wil nte p et
them wih a vew towa d allowing n  an e p ovde todffe entate, ontheba ofthe k n ed, the ate,
fom ,andd t b tonofpod t.

7. hemea e toavod ad al hange n e tonII(l) donotapplytogo plong-te md ablty n ane
(danta hok hoga hotok ho ho hoken) and n ome ndemnty n an e ( hotok ho ho hoken), nl ve of
ndvd allongte md ablty n an e ( hok hoga tok yak ).

EXECU IVE OFFICE OF HE PRESIDENT



OFFICE OF THE ITE TTE TR REPRE E T TIVE
WA HI GTON, .C. 20508

cember 24,1 6
The Honorable Kunihiko aito

mbassador of Japan

Embassy of Japan
Washington. C.

ar mbassador aito:

£ would like to state my Government's interpretation of section II(3) Of the upplementary Measures by the
Government of Japan and the Government of the nited tates Regarding Insurance.

s you know, this section deals with the difficult question of how to make the decision as to whether primary
sector deregulation has been implemented and, accordingly, whether the "reasonable period" will begin regarding
the duration of the measures to avoid radical change in the third sector.

Your concern has been that the nited tates not maintain a "veto" over the starting of the reasonable period,
because you need confidence that the measures to avoid radical change in the third sector will terminate by
2001, provided that the Ministry of Finance has implemented primary sector deregulation as stated in the

upplementary Measures, in order to conform with the Prime Minister's "Big Bang" initiative for deregulation of
Japan's financial markets.

Our concern is to be certain that the primary sector deregulation in fact has been implemented as described in
the upplementary Measures before the reasonable period begins. From our view, it is unacceptable and contrary
to international norms for any country including Japan to have the unilateral right to interpret measures that are
the result of bilateral negotiations.

We believe that the text of the upplementary Measures satisfies both our concerns, in the following way.

First, it sets clear, specific, and objective criteria for evaluating whether the requisite primary sector deregulation
has been implemented. Because the criteria are clear, specific, and objective, we do not anticipate any
disagreement on the question as to whether they have been met, especially considering the Government of
Japan's strong stated commitment to financial services deregulation.

econd, in order to avoid any possible misunderstanding with respect to the implementation of primary sector
deregulation, we believe it will be essential for our two Governments to consult every six months, or at any time
upon request of either government. Of course, as you know, the Measures provide for such consultations, and the
upplementary Measures are an integral part of the Measures.

If, as we approach the time of the decision point (i.e., July 1, 1 8), we disagree as to whether the criteria have
been met, our view is that we should consult intensively up until the time of the decision point to try to reach a
common view. If we could not reach a common view by the decision point, section II(3) would preserve each 9
side's right to act in conformity with its view as to whether the criteria had been met. ccordingly, the text would
not give legal precedence to either side's conclusion.

I believe that this is an appropriate and honorable solution to this issue that respects the position of each
Government.

incerely,
Charlene Barshefsky

. . Trade Representative -- 9
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Designate
YOFJ P N
WA HINGTON, D. C.
Decembe 24, 1996
Dea mbassado a shefsky:

I am in eceipt of you lette dated Decembe 24, 1996, and am happy to state that my Gove nment sha es the
views exp essed in the afo ementioned lette .

ince ely,
Kunihiko aito

mbassado of Japan
The Hono able
Cha lene a shefsky,

cting United tates T ade Rep esentative
Office of the United tates T ade Rep esentative
600 17th t eet, NW
Washington. D.C. 20506

TANC offers these agreements electronically as a public service for general reference. Every effort has been made to
ensure that the text presented is complete and accurate. However, copies needed for legal purposes should be r
obtained from official archives maintained by the appropriate agency.



