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Friend or Foe? Really? How could anyone suggest that a
government mandate could be anything but an administrative foe? June Rhee, Co-Editor of the Harvard Law School Forum on Corporate Governance and Financial Regulation observes “Corporate scandals and financial crises ceaselessly
spawn new disclosure laws: the Securities Act of 1933, the
Truth-in-Lending laws of the 60s and 70s, Sarbanes-Oxley in
2002, and, recently, Dodd-Frank.”1 These laws, along with the
reporting burden they create, achieve no real benefit for
the cost. On the other hand, Sean Griffith, Associate Professor at the University of Connecticut Law School advocated that the Security and Exchange Commission require
the disclosure of Directors and Officers Insurance premiums as the cost of these policies can be compared and are
a good indication of the quality of corporate governance.
Corporate governance best practices are your “friend.”
The objective of corporate governance is to promote strong,
viable, competitive corporations that are accountable to
stakeholders. Broadly speaking, the term describes
the
processes,
practices
and
structures through which a company manages its
business and affairs and works to meet its financial, operational and strategic objectives and achieve long-term sustainability.2 Last year, the National Association of Insurance
Commissioners (NAIC) voted to adopt the model Corporate
Governance Annual Disclosure Act and Regulation (CGAD)
at its summer meeting. Tennessee requires that the first filing of the CGAD begins in June 2016. Acredula, counsel for
boards and executives, forecasted in September, 2014, that
as the state commissioners analyze the data submitted, they
will become more prescriptive and add requirements. These
could include, and not be limited to, annual board evaluations
and recruitment of specific expertise to the board (i.e., financial expertise.)3
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There are numerous benefits to strong governance practices that support sustainability including:
• high performing Boards of Directors;
• accountable management and strong
internal controls;
• increased stakeholder engagement;
• better managed risk; and
• effectively monitored and measured performance.
The items that must be disclosed represent an excellent
“checklist” of the best practices in corporate governance
that will improve business performance. Insurance companies would benefit from viewing this mandate as an
opportunity to incorporate these best practices into
their operations, even if preparing for the submission requires short-term effort.
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Companies are required to disclose:
•
•
•
•
•
•
•
•
•
•

•
•
•

Governance framework and structure including the board and various committees,
and the rationale for the current board size and structure.
Duties of the board and each of its committees, how they are governed, how the
board leadership is structured and the roles of the Chief Executive Officer (CEO) and
board chair
Policies and practices of the board and committees including qualifications, expertise
and experience and how each meets the needs of the insurer; how independence is
maintained
The number of board and committee meetings and information on attendance
The nominations process, term limits, election/re-election process and diversity policy
Processes in place for the board and committees to evaluate their performance and
recent measures to improve performance
Policies and practices for directing Senior Management, including whether officers
and key persons in control functions have appropriate background, experience and
integrity to fulfill their roles including suitability standards
Code of business conduct and ethics
Processes for performance evaluation, compensation and corrective action to ensure
effective management
Board’s role in overseeing management compensation programs and practices and
how compensation is determined and calculated and related to performance over
time and whether they include risk adjustments, risk management incentives and
clawback provisions
Processes by which the board ensures oversight of critical risk areas
How the board is kept informed of strategic plans and associated risks and how reporting responsibilities are organized
Description of the policies and practices for directing senior management related
to: risk management processes, actuarial function, investment decision-making processes, reinsurance decision-making processes, business strategy/finance decisionmaking processes, compliance function, financial reporting/internal auditing; and
market conduct decision-making processes.

If you do not have all these items in place, the reporting process can seem daunting. But
it doesn’t have to be a long, arduous process. Assistance, training and support to adhere
to all of these regulations is available through trade associations and consultants skilled
in board governance practices. Your company will benefit if you take advantage of the
resources available.

Founded in 1998,
Strategy Solutions, Inc., is
dedicated to facilitating creative
solutions to ensure the sustainability of public, private and
non-profit organizations and
create healthy communities.

Our unique process
of combining analytical
research capabilities, group
process techniques, and
planning tools blended with
enthusiasm, energy, and total
dedication to each client’s
success has resulted in hundreds
of clients who have achieved
remarkable outcomes.

Our projects
and clients have been
recognized as best
practices by the PA and
NY Departments of Health,
PA Department of Education
and Welfare, the US Department of Health & Human
Services, PA Partners, MD
Workforce Development
Association, and the
International Economic
Development Council. We
are certified as a Women’s
Business Enterprise in PA,
WV, VA, GA, and FL.

Debra Thompson is founder and president of Strategy Solutions, Inc., a business development firm that provides strategic planning, market research and support services to
communities and organizations. She can be reached at the Erie Corporate office, 8425
Peach Street, Erie, PA 16509; 814-480-8000; or through her website at getstrategy.com. Advancing your mission is our life’s work

