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I. Importance of Corporate
Governance

 What is corporate governance?

 A framework of rules and practices by which a board
of directors ensures accountability, fairness and
transparency in an insurer’s relationship with all its
stakeholders.
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Importance of Corporate
Governance

 Without strong corporate governance practices, bad
things can happen:
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 Key elements of effective corporate governance at
the Board level include the following:

 Clearly defined roles and responsibilities

 Independent and active board members

 Individuals are suitable for their roles

 Members act in good faith and exercise a duty of care,
loyalty and candor

 Sufficient oversight provided for significant company
activities

Background on Corporate
Governance

3



Financial Sector
Assessment Program
(FSAP)

Each country pledges to review and report on its regulatory system . .
. (A)ll G-20 members commit to undertake a Financial Sector Assessment

Program (FSAP) report.”
November 2008 G20 Financial Summit declaration

US FSAP - 2009
FSAP- full in 2014
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FSAP- 2009 CG Recommendations
Topic Recommendation

Suitability of Persons Specific requirements in relation to individuals’ fitness and
propriety should be adopted.

Corporate
Governance

Consider issuing more guidance on good and bad practices in
corporate governance for insurers

Internal Controls Consider the scope for issuing guidance on good and bad practices
in internal control. Make a formal requirement for insurers to have
an internal audit function.

Enforcement or
Sanctions

The insurance laws should be changed to provide the supervisory
authority with powers to fine individual directors and senior
managers of insurers

Risk Assessment and
Management

The relevant laws, regulations or standards should be changed to
include a requirement that an insurer have in place comprehensive
risk management policies and systems capable of promptly
identifying, measuring, assessing, reporting and controlling their
risks.

Insurance Activity:
Board Approval
Requirement

The relevant laws or regulation should explicitly provide that an
insurer must have in place strategic underwriting and pricing
policies approved and reviewed regularly by the Board.
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 Requirements Outside of State Insurance Regulation:

 General Corporate Law

 Case Law

 SEC Requirements

 Stock Exchange Listing Requirements

 18 U.S.C. § 1033-1034

II. Existing U.S. Requirements
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 State Insurance Regulatory Requirements:
 Model Audit Rule (NAIC #205)

 Audit Committee Independence

 Internal Control over Financial Reporting

 Holding Company Models (#440 & #450)

 Hazardous Financial Condition Model (#385)

 Required Reporting and Disclosures
 Annual Statement and Supplemental Filings

 Audit Report and Actuarial Report

II. Existing U.S. Requirements
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 Regulatory Review Practices:

 Company Licensing

 Review CG information before license is granted

 Biographical Affidavits

 Criminal Background Checks

 Plan of Operations

 License denied if information is incomplete or
inappropriate

II. Existing U.S. Requirements
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 Regulatory Review Practices:

 Financial Analysis and Reporting

 Code of Conduct Responses

 Management’s Report of Internal Controls

 Supplemental Compensation Exhibit

 Information on Risk Management

 Holding Company Filings

 Actuarial Report

 Management’s Discussion & Analysis

II. Existing U.S. Requirements
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 Regulatory Review Practices:

 Financial Examination

 Exhibit M of Financial Condition Examiners Handbook

 Onsite review of corporate governance and risk management.

 Interviews of Directors and Senior Management

 Review of BOD minutes and activities

 Overall CG Assessment

II. Existing U.S. Requirements
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 Corporate Governance (E) Working Group

 Part of a broader Solvency Modernization Initiative

 Developed changes to improve CG practices and
regulator assessment

 2009 FSAP Recommendations

 International Developments

 Regulatory Needs

III. Recent Enhancements
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 Results of CGWG Efforts:

 Annual collection of information on company
governance practices

 Internal audit function requirement for large insurers

 Require explicit commissioner authority to correct CG
deficiencies

III. Recent Enhancements
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