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To:

John Purple 



Chair, Casualty Actuarial Task Force


From: 

Dave DelBiondo




Chair, Risk Implementation Subgroup of the Risk Assessment Working Group

Date:

September 15, 2006

Subject:
Request for assistance in developing advanced training materials





The Risk Assessment Implementation Subgroup (Subgroup) was formed in January 2005 to address implementation and training issues regarding the risk-focused surveillance guidance and related financial examiner and analysis tools. The Subgroup has developed a training program to assist examiners in performing examinations using the risk-focused surveillance guidance and is working to develop advanced training programs in this area beginning in 2007. To assist the Subgroup in the development of advanced training courses the Subgroup requests the assistance of the Casualty Actuarial Task Force in the development and presentation of advanced training courses relating to the following:

1. Pricing/Underwriting Risk* – The risk that pricing and underwriting practices are inadequate to provide for risks assumed.
2. Reserving Risk* – The risk that actual losses or other contractual payments reflected in reported reserves or other liabilities will be greater than estimated.
3. Liquidity Risk* – The risk that an insurer will be unable to meet contractual obligations as they become due because of an inability to liquidate assets or obtain funding without incurring unacceptable losses.
* - For purposes of this memo, this includes risks related to direct, ceded and assumed business for all property and casualty lines of insurance.

Specific Assistance Requested

The Subgroup would like to specifically request that the Task Force provide information regarding best practices relating to each of the following five principles of internal control for each of the risks indicated above:

1. Active board and senior management oversight

2. Adequate risk management monitoring and management information systems
3. Adequate and clear policies, authorization limits and procedures
4. Comprehensive internal controls
5. Processes to assure compliance with laws and regulations
For example, this information could include:

· Guidelines for assessing the adequacy of an insurers’ actuarial staff including:

· Adequacy of staff size

· Educational qualifications

· Guidelines for assessing oversight of the actuarial function including:

· Corporate Governance (Board involvement)

· Independence

We appreciate any guidance that the Task Force can provide to assist us in training examiners on what controls they can expect to find to mitigate each of the risks shown above. Understanding the other obligations of the Task Force, we would request a response from the Task Force prior to the NAIC Summer 2007 National Meeting. Please feel free to contact myself, other members of the Subgroup or NAIC staff with any questions.

