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Abstract

The Asian corporate governance Association and CLSA will publish
“Asia Corporate Governance Watch” every 2 years. The CG Watch of
Taiwan ranked sixth in Asia in 2012. The ranking not only inferior to
Singapore and Hong Kong, and even lower than Thailand.Therefore, the
Financial Supervisory Commission(FSC) requires the Taiwan Stock
Exchange (TWSE) to establish the “Corporate Governance Center ” to
1mprove the corporate governance standards of domestic enterprises. And
through the corporate governance evaluation system of understanding the

current status of corporate governance.

The corporate governance evaluation system of Taiwan Stock Exchange
Centre has been implemented in 2014, the objects of evaluation included
publicly traded companies.But for insurance industry, its industrial
characteristics different from general industry. If use the evaluation of
existing items to evaluate the status of insurance industry corporate

governance, the evaluation results will not correct.

The corporate governance evaluation system of States has itself
standard and using range. This paper will base in the corporate governance
evaluation experience and system of domestic and international, beside will
combine Taiwan insurance industry status of corporate governance and the
corporate governance relevant laws and  regulations of insurance
organizations of domestic and international, and consider the particularity
of insurance industry. Propose the corporate governance evaluation of
preliminary program for Taiwan insurance industry. Make the corporate
governance status of insurance industry can be improved; Furthermore also
can provide financial supervision the corporate governance regulatory of

reference.

Key Words : Insurance industry - Corporate Governance - Corporate

Governance evaluation
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Good corporate governance is central to sustaining the growth of Asia and the Pacific and to the
poverty reduction mandate of the Asian Development Bank (ADB). It is key to a well-functioning
finance sector, in particular the capital market. Recognizing its importance, significant time,
money, and effort have been put into promoting good corporate governance. Despite this, we
see weaknesses and failures in adopting and sustaining good corporate governance everyday;
some of which have resulted in disruptions detrimental to the global economy, as we have
seen in the recent past. Clearly, our efforts to promote good corporate governance and sound
financial markets must move beyond national boundaries. While national governments develop
corporate governance frameworks through national blueprints and strategies, these actions
require complimentary coordination at the regional level for the region to be branded as an asset
class based on corporate governance. Members of the Association of Southeast Asian Nations
(ASEAN), aspiring to and understanding the need for such cooperation on a more macro level,
have encapsulated this agenda in the grand vision of the ASEAN Economic Community, which
includes regional capital market integration.

ADB’s development agenda accords regional integration the same importance. ADB’s Long-Term
Strategic Framework (Strategy 2020) includes regional integration as one of its three critical
strategic agendas. This is because we believe that regional integration not only provides countries
with the ability to respond more effectively to unexpected changes in economic circumstances,

but also helps raise productivity, accelerate economic growth, and reduce economic disparity.
Similarly, ADB’s Financial Sector Operational Plan identifies financial cooperation and integration
as a specific focus area. The plan includes the promotion of common standards for financial
transactions and the establishment of financial infrastructure that supports cross-border
transactions.

ADB has been supporting ASEAN regional capital market integration since 2005 through a
series of regional technical assistance projects. The outcome of freer flow of funds through
cross-border investments promotes economic growth in ASEAN, and countries also benefit

from the process of integration, such as having the opportunity to exchange information and
adopt international best practices, upgrading standards through harmonization, and building

trust in the region. In this regard, we are honored to have been involved in the endorsement of
the Implementation Plan for Regional Integration of Capital Markets in ASEAN (implementation
plan) by the ASEAN Finance Ministers in 2009, which provides a comprehensive approach for
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building an integrated regional capital market. The latest ADB technical assistance approved in
2010 continues to support the ASEAN Capital Markets Forum (ACMF) in implementing specific
initiatives and milestones of the implementation plan.

The ASEAN Corporate Governance Scorecard (Scorecard) is a landmark joint initiative between
the ACMF and ADB that started with the development of the methodology that underpins the
Scorecard, culminating in the publication of country reports and assessments that you now have
in your hands. This would not have been possible without the effort and hard work of ACMF
members—national regulators with a vision for the region. | would like to take this opportunity
to congratulate and thank all parties, especially members of the working group led by Securities
Commission Malaysia that has brought this initiative to this concrete and meaningful output.
Without doubt, there is more work ahead of us; improving corporate governance standards in
the region is not a sprint but a marathon. It is ADB’s sincere hope and wish that the ASEAN
Corporate Governance Taskforce that has now been entrusted to take this initiative forward will
keep this momentum going and collectively bring the regional corporate governance standards
and practices to greater heights.

/ .
/).

Shigeko Hattori
Director
Public Management, Financial Sector, and Trade Division

Southeast Asia Department
Asian Development Bank



The corporate governance initiative of the Association of Southeast Asian Nations (ASEAN)

is one of several regional capital market integration initiatives of the ASEAN Capital Markets
Forum (ACMF). It is led by the Securities Commission Malaysia and is supported by the Asian
Development Bank (ADB) through its regional technical assistance (TA). ADB has supported
ASEAN regional capital market integration through a series of regional TA projects since 2005,
and has supported this initiative through the regional TA “Promoting an Interlinked ASEAN
Capital Market” since 2011.

The initiative’s objectives are:

. to raise the corporate governance standards and practices of ASEAN publicly listed
companies (PLCs),

. to give greater international visibility to well-governed ASEAN PLCs and showcase them
as investable companies, and

. to complement other ACMF initiatives and promote ASEAN as an asset class.

Six ASEAN countries—Indonesia, Malaysia, the Philippines, Singapore, Thailand, and

Viet Nam—agreed to participate in this initiative. Subsequently, six international corporate
governance experts, one from each participating country, were engaged to develop the Scorecard
on the basis of their national experience, validate it against international best practices, and
finally implement it by assessing the PLCs in their respective countries.

The next section of this report traces the process and the thinking that went into the
development of the Scorecard. The section after that contains the country reports and the
assessment of the PLCs in the six participating countries. The assessment covers the five

areas of the Organisation for Economic Co-operation and Development (OECD) principles

of corporate governance: (i) rights of shareholders, (ii) equitable treatment of shareholders,
(iii) role of stakeholders, (iv) disclosure and transparency, and (v) responsibilities of the board.
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Each country report concludes by recommending steps that PLCs and capital market regulators
can take to improve corporate governance standards in the country, and provides a summary
of the assessment results for the PLCs in the country, arranged in alphabetical order (Tables 1,
3,4,6,7,and 8).

The publication ends with concluding remarks and recommendations based on the experience
gained in implementing the initiative since 2011.
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ETHODOLOGY

In 2009, finance ministers of the Association of Southeast Asian Nations (ASEAN) endorsed
the ASEAN Capital Markets Forum (ACMF) Implementation Plan for the development of an
integrated capital market. This initiative is being undertaken in parallel with efforts to achieve
convergence in ASEAN as an economic community by 2015. Broadly speaking, the ACMF
Implementation Plan seeks to achieve the objectives of the ASEAN Economic Community by

. creating an enabling environment for regional integration;

. creating market infrastructure and regionally focused products and intermediaries;
. strengthening implementation; and

. improving the visibility, integrity, and branding of ASEAN as an asset class.

The ACMF Corporate Governance Initiative

The ASEAN corporate governance initiative, comprising the ASEAN Corporate Governance
Scorecard and the ranking of corporate governance of ASEAN publicly listed companies (PLCs),
is among several regional initiatives of the ACMF. Since it started in early 2011, the initiative
has been supported by ADB through the technical assistance (TA) for Promoting an Interlinked
ASEAN Capital Market.

The ACMF Working Group D is responsible for this initiative. The working group is led by
the Securities Commission Malaysia and its members include capital market regulators and
corporate governance proponents from the region. Working Group D has been working to
enhance a corporate governance ranking methodology, leveraging methodologies already
implemented in ASEAN countries, as well as those applied by multilateral agencies such as
the Organisation for Economic Co-operation and Development (OECD). From the components
and methodologies gathered, assessment criteria and a corporate governance template in the
form of a scorecard have been developed.

To keep the methodology objective and independent, the ACMF has enlisted corporate
governance experts in the region to develop the Scorecard and the assessment criteria. The
experts for the initiative were chosen for their experience in corporate governance-ranking

1Uo
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initiatives in their own countries and the recognition accorded to them as authorities in the
area of corporate governance. They were recommended by the capital market regulators in the
individual countries. The experts, approved by the ACMF, have no vested interest in PLCs and
are not linked to securities regulators.

The ASEAN Corporate Governance Scorecard was created by the following corporate governance

experts:
. Mak Yuen Teen, Former Co-director of the Corporate Governance and Financial Reporting
Centre and Associate Professor of Accounting, National University of Singapore;
. Rongruja Saicheua, Executive Vice President, Thai Institute of Directors;
. Salleh Hassan, Director, Securities Industry Development Corporation, Malaysia;
. Sidharta Utama, Professor, Faculty of Economics, University of Indonesia;
. Jesus Estanislao, Chair, Institute of Corporate Directors, Philippines; and
. Hien Thu Nguyen, PhD, Vice Dean, Finance Department, School of Industrial Management,

University of Technology, Vietnam National University of Ho Chi Minh City.

The following bodies in each country have been appointed as domestic ranking bodies to work
with the experts in applying the Scorecard to rank companies in each country:

. Indonesian Institute for Corporate Directorship;

. Minority Shareholders Watchdog Group in Malaysia;

. Institute of Corporate Directors in the Philippines; and

. Thai Institute of Directors.
In countries where a similar body has not been appointed, the use of the Scorecard may be

granted to specific persons authorized by the ACMF. The use of the Scorecard by any other
party requires authorization and permission from the ACMF.



Background and Methodology

Principles behind the ASEAN Corporate
Governance Scorecard

The development of the Scorecard was guided by the following principles:

. The Scorecard should reflect global principles and internationally recognized good
practices in corporate governance applicable to PLCs and, in some instances, may
exceed the requirement and standards recommended in national legislation.

. The Scorecard should not be based on the lowest common denominator, but should aim
to encourage PLCs to adopt higher standards and aspirations.

. The Scorecard should be comprehensive in coverage, capturing the salient elements of
corporate governance.

. The Scorecard should enable gaps in corporate governance practices among ASEAN
PLCs to be identified and should draw attention to good corporate governance practices.

. The Scorecard should be universal and applicable to different markets in ASEAN.

. The methodology should be robust to allow the accurate assessment of the corporate

governance of PLCs beyond minimum compliance and box ticking.

. There should be extensive and robust quality assurance processes to ensure the
independence and reliability of the assessment.

Initial Development

The OECD Principles of Corporate Governance, given their global acceptance by policy makers,
investors, and other stakeholders, were used as the main benchmark for the Scorecard.
Consequently, many of the items in the Scorecard may be best practices that go beyond the
requirements of national legislation.

The experts also drew from the existing body of work and ranking initiatives in the region,
including those of institutes of directors, shareholder associations, and universities, to guide the
initial inclusion of items in the Scorecard.

The Scorecard covers the following five areas of the OECD principles:

. rights of shareholders;

. equitable treatment of shareholders;
. role of stakeholders;

. disclosure and transparency; and

. responsibilities of the board.
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The weight allocated to each of the five areas is as follows:

. Rights of shareholders 10%
. Equitable treatment of shareholders 15%
. Role of stakeholders 10%
. Disclosure and transparency 25%
. Responsibilities of the board 40%
Total weight 100%

The use of two levels of scoring is designed to better capture the implementation of the substance
of good corporate governance (Box). Level 1 comprises descriptors or items that are in essence
indicative of (i) the laws, rules, regulations, and requirements of each ASEAN member; and

(i) basic expectations of the OECD principles. Level 2 consists of (i) bonus items reflecting other
emerging good practices, and (ii) penalty items reflecting actions and events that are indicative

of poor governance.

Box The Two Levels of the ASEAN Corporate Governance Scorecard

Level 1
Five major sections that correspond to the
OECD Principles:

Part A: Rights of Shareholders (26 items)

Part B: Equitable Treatment (17 items)

Part C: Role of Stakeholders (21 items)

Part D: Disclosure and Transparency (42 items)
Part E: Responsibilities of the Board (79 items)

Total number of items or descriptors: 185 items

Level 2
Two additional sections:
Bonus and Penalty

Bonus items for companies that go beyond
minimum standards (11 items)

Penalty items for companies with
poor practices (23 items)

Total bonus and
penalty items (34 items)
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Refinement and Validation

The Scorecard was reviewed item by item against the OECD principles; other international
corporate governance principles and practices recommended by bodies such as the World
Bank, the International Corporate Governance Network, and the Asian Corporate Governance
Association; and selected codes of corporate governance. Each item in the Scorecard was
cross-referenced to at least one of these benchmarks.

The Scorecard was put through a validation process (beta testing). It was applied to a sample

of companies in each country to ensure that the wording of the items on the Scorecard was
widely comprehensible and universally applicable. The validation process also sought to identify
the sources of information for the Scorecard items and any laws, regulations, and listing rules
applicable to each item in each country. The Scorecard was also subjected to peer review to
minimize discrepancies in the standards of assessment applied by the experts.

The corporate governance experts met with a senior representative from the OECD in

August 2011, and this engagement resulted in the endorsement of the Scorecard and the
methodology by the OECD. The second round of engagement was held with the OECD and the
International Corporate Governance Network in July 2012, when senior representatives from
both organizations provided constructive feedback to strengthen the Scorecard.

Development of Detailed Guidance for Assessors

To ensure the consistent application of the Scorecard by all assessors, in this and future
assessments, detailed guidance notes have been developed for individual items, especially
where the item is not self-explanatory.

Guidance for Publicly Listed Companies and
Stakeholders on the Use of the Scorecard

PLCs and stakeholders using the scorecard and its results should note the following points:

Accessibility of Information

The assessment of PLCs through the Scorecard relies primarily on information contained

from annual reports and company websites. Other sources of information are company
announcements, circulars, articles of association, minutes of shareholders’ meetings, corporate
governance policies, codes of conduct, and sustainability reports. Only information that is
publicly available and easily accessible and understood is used in the assessment. To be given
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points on the Scorecard, disclosure must be unambiguous and sufficiently complete. To be
assessed, most of this information should be in English.

Scorecard Methodology

Level 1

Level 1 consists of 185 items and is divided into five parts corresponding to the OECD principles.
Each part carries a different weight based on the relative importance of the area.

Each item in level 1 carries one point. Some items may also provide for a “not applicable”
option. Where a practice is mandated by laws, regulations, or listing rules in a country, the
company is assumed to have adopted the practice unless there is evidence to the contrary.

To be awarded points, the company must make sufficiently clear and complete disclosure.

The overall score in each part of level 1 is then computed by adding all the points in that part,
adjusting for items that are not applicable to the company. The total score for a company is
computed by weighting the scores for each part according to relative importance and totaling
the weighted scores.

Level 2

Level 2 contains 34 bonus and penalty items collectively, each with a different number of
points. The purpose of the bonus items is to recognize companies that go beyond the items in
level 1 by adopting other emerging good practices. The penalty items are designed to downgrade
companies with poor governance practices that are not reflected in their scores for level 1,

such as being sanctioned by regulators for breaches of listing rules. The bonus and penalty

items are meant to enhance the robustness of the Scorecard in assessing the extent to which
companies apply the spirit of good corporate governance.

The total bonus and penalty points are added to or subtracted from the total score in level 1 to
give the final score for the company.

Desired Outcomes

The Scorecard and the assessment are intended to raise corporate governance standards and
practices of ASEAN PLCs, and to showcase well-governed ASEAN PLCs and make them more
visible and investable to global investors, thereby improving their liquidity and valuation. ASEAN
PLCs are encouraged to use the Scorecard as a tool in their ongoing journey to improve their
corporate governance practices.
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The Scorecard and its results can also be used by regulators as a reference in reviewing
corporate governance rules and guidelines in order to enhance corporate governance practices
among PLCs. It is also hoped that the Scorecard will facilitate convergence in methodologies for
assessing the corporate governance of PLCs.

Future Refinement of the Scorecard and the Methodology

The Scorecard and the methodology will be reviewed periodically and, if necessary, revised to
reflect new developments in corporate governance.

Caveats

As with any corporate governance assessment based on publicly available information, there
are inherent limitations in the Scorecard and the domestic assessments of PLCs. First, as the
methodology relies on public information, only corporate governance policies and practices that
are publicly disclosed are captured in the assessment.

Second, PLCs that disclose certain corporate governance practices may not be applying those
practices or may be applying them only in form rather than in substance. While penalty items
are used to downgrade companies that demonstrate poor corporate governance practices, these
are applied only where there is clear evidence of such practices.

Third, although there are items dealing with the conduct of directors, management, and
employees of companies, the Scorecard is not specifically designed to assess the ethical
behavior of those responsible for the stewardship of the companies.

Fourth, although good corporate governance should improve the long-term value of PLCs, no
assertion is made about links between the corporate governance assessments of the PLCs with
their financial performance.



Corporate Governance Framework

The Indonesian law on limited-liability companies (Undang-Undang No. 40 2007 Perseroan
Terbatas) provides the legal framework for the governance of corporations, including publicly
listed companies (PLCs). In addition, PLCs must comply with the listing rules of the Indonesian
Stock Exchange and the capital market and financial institutions supervisory body (BAPEPAM-
LK). PLCs in banking have to comply with governance standards set by the central bank and
state-owned enterprises (SOEs) must comply with those set by the Ministry of SOEs.

PLCs may voluntarily adopt, fully or partially, the General Guidance on Good Corporate
Governance developed by the National Committee on Governance Policy in 2001. The
guidance was revised in-2006 and is considered to be the national corporate governance code

for Indonesia.

Overall Results and Analysis

The Indonesian Institute for Corporate Directorship assessed the country’s 100 largest PLCs
based on market capitalization as of 30 June 2012. Three PLCs that could not provide annual
reports in English were dropped.

. The majority of the corporate governance practices covered in the ASEAN Corporate
Governance Scorecard are voluntary, while Indonesian PLCs tend to practice only items
that are mandated. Since there is no “comply or explain” requirement in the national
corporate governance code, some PLCs may not refer at all to the code and thus are not
aware of corporate-governance practices that can be voluntarily adopted.

The average total corporate governance score-is 43.4%; the maximum score is 75.4% and the
minimum score is 20.8%. The relatively low average score indicates that the majority of the

PLCs in Indonesia do not yet practice internationally based corporate governance principles.
There are several reasons for the low score:

. Some corporate governance practices are mandated but not all PLCs follow the
requirements.: Thus, PLCs need to improve their compliance with the rules.
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S INAIC 2 7 55T & B 40§ 04 2

CORPORATE GOVERNANCE ANNUAL DISCLOSURE MODEL ACT 7-28-14
Draft
Table of Contents
Section 1. Purpose and Scope.
Section 2. Definitions.
Section 3. Disclosure Requirement.
Section 4. Rules and Regulations
Section 5. Contents of Corporate Governance Annual Disclosure
Section 6. Confidentiality.
Section 7. Third-party Consultants.
Section 8. Sanctions.
Section 9. Severability Clause.
Section 10. Effective Date.
Section 1. Purpose and Scope.

A. The purpose of this Act is to:

1. Provide the Insurance Commissioner-a summary-of an insurer or insurance group’s
corporate governance structure, policies and practices to permit the Insurance
Commissioner to gain and maintain an understanding of the insurer’s corporate
governance framework.

2. Outline the requirements for completing a corporate governance annual disclosure with
the Insurance Commissioner.

3. Provide for the confidential treatment of the corporate governance annual disclosure and
related information that will contain confidential and sensitive information related to an
Insurer or insurance group’s internal operations and proprietary and trade secret
information which, if made public, could potentially cause the insurer or insurance group
competitive harm or disadvantage.

B. Nothing in this act shall be construed to prescribe or impose corporate governance
standards and internal procedures beyond that which is required under applicable state
corporate law. Notwithstanding the foregoing, nothing in this act shall be construed to
limit the Commissioner’s authority, or the rights or obligations of third parties, under
[INSERT EXAMINATION CITATION]

C. The requirements of this Act shall apply to all insurers domiciled in this state.

Drafting Note: The requirements of this Act are intended to apply to all commercial risk bearing entities subject

to oversight by state insurance departments. Therefore, modifications may be necessary to ensure that all entities
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intended to be subject to the Act, but not meeting the state’s legal definition of “insurer,” are appropriately
referenced.
Section 2. Definitions.

A. “Commissioner.” The Insurance Commissioner of the State.

B. “Corporate Governance Annual disclosure (CGAD).” A Corporate Governance Annual
Disclosure shall mean a confidential report filed by the insurer or insurance group made

in accordance with the requirements of this Act.

C. “Insurance group.” For the purpose of this Act, the term “insurance group” shall mean
those insurers and affiliates included within an insurance holding company system as
defined in [insert state law equivalent to the model Insurance Holding Company System
Regulatory Act.]

D. “Insurer.” The term “insurer” shall have the same meaning as set forth in Section [insert
applicable section] of this Chapter, except that it shall not include agencies, authorities or
instrumentalities of the United States, its possessions and territories, the Commonwealth
of Puerto Rico, the District of Columbia, or a state or-political subdivision of a state.

E. “ORSA Summary Report.” The term “ORSA Summary Report” shall mean the report
filed in accordance with [insert applicable ORSA statute reference.]

Section 3. Disclosure Requirement.

A. An insurer, or the insurance group of which the insurer is a member, shall, no later than
June 1 of each calendar year, submit to the Commissioner a Corporate Governance Annual
Disclosure (CGAD) that contains the. information, described in Section 5B below.
Notwithstanding any request from the Commissioner made pursuant to subsection C, if
the insurer is a member of an insurance group, the insurer shall submit the report required
by this Section to the Commaissioner of the lead state for the insurance group, in accordance
with the laws of the lead state, as determined by the procedures outlined in the most recent
Financial Analysis Handbook adopted by the NAIC.

B. The CGAD must include a signature of the insurer or insurance group’s chief executive
officer or corporate secretary attesting to the best of that individual’s belief and knowledge
that the insurer has implemented the corporate governance practices and that a copy of
the disclosure has been provided to the insurer’s board of directors or the appropriate
committee thereof.

C. An insurer not required to submit a CGAD under this subsection shall do so upon the
Commissioner’s request.

D. For purposes of completing the CGAD, the insurer or insurance group may provide
information regarding corporate governance at the ultimate controlling parent level, an
intermediate holding company level or the individual legal entity level, depending upon

how the insurer or insurance group has structured its system of corporate governance. The
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insurer or insurance group is encouraged to make the CGAD disclosures at the level at
which the insurer’s or insurance group’s risk appetite is determined, or at which the
earnings, capital, liquidity, operations, and reputation of the insurer are overseen
collectively and at which the supervision of those factors are coordinated and exercised, or
the level at which legal liability for failure of general corporate governance duties would
be placed. If the insurer or insurance group determines the level of reporting based on these
criteria, it shall indicate which of the three criteria was used to determine the level of
reporting and explain any subsequent changes in level of reporting.

E. The review of the CGAD and any additional requests for information shall be made
through the lead state as determined by the procedures within the most recent Financial
Analysis Handbook referenced in paragraph A of this section.

F. Insurers providing information substantially similar to the information required by this
Act in other documents provided to the Commissioner, including proxy statements filed in
conjunction with Form B requirements, or other state or federal filings provided to this
Department shall not be required to duplicate that information in the CGAD, but shall
only be required to cross reference the document in which the information is included.
Section 4. Rules and Regulations

The commissioner may, upon notice and opportunity for all interested persons to be heard,
issue such rules, regulations and orders as shall be necessary to carry out the provisions of
this Act.

Section 5. Contents of Corporate Governance Annual Disclosure.

A. The insurer or insurance group shall have discretion over the responses to the CGAD
inquiries, provided the CGAD shall contain the material information necessary to permit
the Commissioner to gain an understanding of the insurer's or group's corporate
governance structure, policies, and practices. The Commissioner may request additional
information that he or she deems material and necessary to provide the Commissioner with
a clear understanding of the corporate governance policies, the reporting or information
system or controls implementing those policies.

B. Notwithstanding subsection A of this section, the CGAD shall be prepared consistent
with the Corporate Governance Annual Disclosure Model Regulation [INSERT
CITATION]. Documentation and supporting information shall be maintained and made
available upon examination or upon request of the commissioner.

Section 6. Confidentiality.

A. Documents, materials or other information including the CGAD, in the possession of or
control of the Department of Insurance that are obtained by, created by or disclosed to the
Commissioner or any other person under this Act, are recognized by this state as being
proprietary and to contain trade secrets. All such documents, materials or other

information shall be confidential by law and privileged, shall not be subject to [insert open
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records, freedom of information, sunshine or other appropriate phrase], shall not be subject
to subpoena, and shall not be subject to discovery or admissible in evidence in any private
civil action. However, the Commissioner is authorized to use the documents, materials or
other information in the furtherance of any regulatory or legal action brought as a part of
the Commissioner’s official duties. The Commissioner shall not otherwise make the
documents, materials or other information public without the prior written consent of the
insurer. Nothing in this section shall be construed to require written consent of the insurer
before the Commissioner may share or receive confidential documents, materials or other
Governance-related information pursuant to subsection (C) below to assist in the
performance of the Commaissioner’s regular duties.

Drafting Note: States should consider whether to specifically invoke their examination statute as applicable
additional confidentiality protection for documents submitted pursuant to this Model Act.

B. Neither the Commissioner nor any person who received documents, materials or other
Governance-related information, through examination or otherwise, while acting under the
authority of the Commissioner, or with whom such documents, materials or other
information are shared pursuant to this Act shall be permitted or required to testify in any
private civil action concerning any ‘confidential documents, materials, or information

subject to Subsection A.

C. In order to assist in the performance of the Commissioner’s regulatory duties, the

Commissioner:

May, upon request, share documents, materials or other Governance-related information
including the confidential and privileged documents, materials or information subject to
subsection A, including proprietary and trade secret documents and materials with other
state, federal and international financial regulatory agencies, including members of any
supervisory college as defined in the [insert cross-reference to appropriate section of
Insurance Holding Company System Regulatory Act, as amended], with the NAIC, and
with third party consultants pursuant to Section 7, provided that the recipient agrees in
writing to maintain the confidentiality and privileged status of the governance-related
documents, material or other information and has verified in writing the legal authority to
maintain confidentiality; and

2. May receive documents, materials or other Governance-related information, including
otherwise confidential and privileged documents, materials or information, including
proprietary and trade-secret information or documents, from regulatory officials of other
state, federal and international financial regulatory agencies, including members of any
supervisory college as defined in the [insert cross-reference to appropriate section of
Insurance Holding Company System Regulatory Act, as amended], and from the NAIC,
and shall maintain as confidential or privileged any documents, materials or information
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received with notice or the understanding that it is confidential or privileged under the
laws of the jurisdiction that is the source of the document, material or information.

D. The sharing of information and documents by the commissioner pursuant to this Act
shall not constitute a delegation of regulatory authority or rulemaking, and the
Commissioner is solely responsible for the administration, execution and enforcement of
the provisions of this Act.

E. No waiver of any applicable privilege or claim of confidentiality in the documents,
proprietary and trade-secret materials or other Governance-related information shall occur
as a result of disclosure of such Governance-related information or documents to the
Commissioner under this section or as a result of sharing as authorized in this Act.
Section 7. NAIC and Third-party Consultants

A. The Commissioner may retain, at the insurer's expense, third-party consultants,
including attorneys, actuaries, accountants and other experts not otherwise a part of the
Commissioner's staff as may be reasonably necessary to assist the Commissioner in

reviewing the CGAD and related Information or the insurer's compliance with this Act.

B. Any persons retained under Subsection A shall be under the direction and control of the
Commissioner and shall act in a purely advisory capacity.
C. The NAIC and third-party consultants shall be subject to the same confidentiality

standards and requirements as the Commissioner.

D. As part of the retention process, a third-party consultant shall verify to the
Commissioner, with notice to the insurer, that it is free of a conflict of interest and that it
has internal procedures in place to monitor compliance with a conflict and to comply with

the confidentiality standards and requirements of this Act.

E. A written agreement with the NAIC and/or a third party consultant governing sharing
and use of information provided pursuant to this Act shall contain the following provisions
and expressly require the written consent of the insurer prior to making public information
provided under this Act:
1. Specific procedures and protocols for maintaining the confidentiality and security of
CGAD-related information shared with the NAIC or a third-party consultant pursuant to
this Act.
2. Procedures and protocols for sharing by the NAIC only with other state regulators from
states in which the insurance group has domiciled insurers. The agreement shall provide
that the recipient agrees in writing to maintain the confidentiality and privileged status of
the CGAD-related documents, materials or other information and has verified in writing
the legal authority to maintain confidentiality.
3. A provision specifying that ownership of the CGAD-related information shared with the
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NAIC or a third-party consultant remains with the Department of Insurance and the
NAIC’s or third-party consultant’s use of the information is subject to the direction of the
Commissioner;

4. A provision that prohibits the NAIC or a third-party consultant from storing the
information shared pursuant to this Act in a permanent database after the underlying
analysis is completed;

5. A provision requiring the NAIC or third-party consultant to provide prompt notice to the
Commissioner and to the insurer or insurance group regarding any subpoena, request for
disclosure, or request for production of the insurer’s CGAD-related information; and

6. A requirement that the NAIC or a third-party consultant to consent to intervention by
an insurer in any judicial or administrative action in which the NAIC or a third-party
consultant may be required to disclose confidential information about the insurer shared
with the NAIC or a third-party consultant pursuant to this Act.

Section 8. Sanctions.

Any insurer failing, without just cause, to timely file the CGAD as required in this Act
shall be required, after notice and hearing, to pay a penalty of $[insert amount] for each
day’s delay, to be recovered by the commissioner and the penalty so recovered shall be paid
into the General Revenue Fund of this state. The maximum penalty under this section is
$[insert amount]. The commissioner may reduce the penalty if the insurer demonstrates
to the commissioner that the imposition of the penalty would constitute a financial
hardship to the insurer.

Section 9. Severability Clause.

If any provision of this'Act other than Section 6, or the application thereof to any person or
circumstance, is held invalid, such' determination shall not affect the provisions or
applications of this Act which can be given effect without the invalid provision or
application, and to that end the provisions of this Act, with the exception of Section 6, are
severable.

Section 10. Effective Date.

The requirements of this Act shall become effective on January 1, 2016. The first filing of
the CGAD shall be in 2016.
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