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HAWKAMAH

THE INSTITUTE FOR CORPORATE GOVERNANCE




QUESTIONNAIRE
MENA Task Force on Corporate Governance for the Insurance Industry in
 the Arab World
Following its meeting in Bahrain on 05 April 2007, the Arab Forum of Insurance Regulatory Commissions (AFIRC) and Hawkamah Institute for Corporate Governance agreed to establish a Task Force on Corporate Governance of the Insurance and Re-Insurance Industry in the region. The ultimate goal of this task force is to undertake a corporate governance assessment of the insurance sector in participating Arab countries; develop an insurance corporate governance policy brief to include conventional insurance and “Takaful”; develop corporate governance guidelines for the insurance sector; and build the corporate governance capacity of the industry. The Task Force will be engaging in a discussion of this topic, electronically and at dedicated meetings, and will be producing a non-binding Policy Brief, outlining conclusions and options for reforms, by the end of 2007. 

The present questionnaire is sent to selected insurance experts from selected Arab countries to include: Bahrain, Egypt, Jordan, Kuwait, Lebanon, Libya, Oman, Palestine, Qatar, Saudi Arabia, Sudan, Syria, United Arab Emirates and Yemen in order to provide factual input for the preparation of the Policy Brief. The feedback to this questionnaire does not necessarily represent the views of the organisations to which the respondents belong.  Please note that it will be treated as your personal view. 

This questionnaire aims at collecting data and additional factual information, which will set the context and inform the discussions of the Task Force.  Furthermore, it could be included as annex to the final policy brief for information purposes.

While all the members of the Task Force have not been appointed yet, it is possible that your feedback, on an anonymous basis, could be shared with the members of the Task Force for further discussions.  
This questionnaire consists of two parts. Part I should be answered by all respondents (including Insurance Supervisors). Part II is expected to be answered by
Insurance Supervisors only. 
Instructions:

-Where appropriate, please mark the Yes/No box with a “Y” or “N”

-With some questions, it might be easier or more effective to present responses in a table. If you choose to do so, please specify this in the “Response/Comments” section.

-In the “Response/Comments” sections, please do not feel limited to the space provided.
-The questionnaire includes a variety of questions. While some require only a simple “yes” or “no” answer, the others request explanatory comments.  In terms of the latter type of questions, although we would welcome if you could kindly fill-in responses to all questions, we assume you may be more interested in providing more details, in particular, on issues within your main responsibility or expertise.

-Where available, English translations of the legal and other measures referred to in your responses should also be sent by e-mail.

-It would be appreciated if you could insert your answers in this WORD document, using bold fonts so that we can easily distinguish questions and answers.

-The responses are to be sent electronically to Miss Lara Arab (lara.arab@hawkamah.org). Submissions are expected by 31 May 2007, at the latest.      
Kindly fill in the following details:
	Country:


	

	Date of Participation:


	

	Prepared By:


	

	Name:


	

	Position:


	

	Organization:


	

	Address:


	

	Telephone Number:


	

	Fax Number:


	

	Mobile Number:


	

	Email Address:


	


NOTES

The term “Insurance Firm” in this questionnaire means a firm that is licensed by a state to sell insurance.  
An “Actuary” is a specialist in the mathematics of risk, especially as it relates to insurance calculations such as premiums, reserves, dividends, and insurance and annuity. They work for insurance companies to evaluate applications based on risk.
“Board of Directors|” refers to individuals elected by a corporation’s shareholders to oversee the management of the corporation.
“Senior management” means such as CEO, CFO and division heads who are responsible for overseeing the day-to-day management of the firm.
The “Wakala” is the model where the operator is the agent of the participants, and is entitled to a fee which is deducted from the contributions made by the participant. (Takaful /Re-Takaful)

The “Mudaraba” model is where the operator is entitled to a fixed percentage of any investment profits or any surplus which will be paid into a shareholders’ fund. (Takaful /Re-Takaful)

PART I: 

This part is to be answered by all respondents (including Insurance Supervisors)
	A. CORPORATE GOVERNANCE ENVIRONMENT



	1. General Principles

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	1.1
	What are the most serious problems/challenges, in your view, involving corporate governance (CG) of the insurance industry in your country?  Please explain briefly.
	
	
	

	
	Please provide examples (on anonymous basis, if appropriate) of:
	
	
	

	
	a. Recent Failures on CG
	
	
	

	
	b. Regulatory Initiatives on CG
	
	
	

	
	c. Measures taken by insurance firms on CG
	
	
	

	1.2
	Do you think corporate governance of the insurance industry needs special attention in comparison with other industries?
	
	
	

	
	If yes, do you also think that corporate governance of insurance firms is more important than of other financial intermediaries (banks and collective financial investment companies)?  
	
	
	

	
	Please briefly explain your views
	
	
	

	1.3
	Are there corporate governance codes, guidelines, or principles in your country that exclusively (or mainly) focus on the insurance industry?
	
	
	

	
	Are there corporate governance principles that apply generally, including the insurance industry? (Please electronically attach the document (s) to your e-mail.)
	
	
	

	
	Which entity, if any, monitors compliance with these principles?
	
	
	

	1.4
	Do you think it is desirable for your country to develop corporate governance principles that exclusively (or mainly) focus on the insurance industry?  
	
	
	

	
	Please explain your standpoint.  
	
	
	

	1.5
	What is the actual / potential role of the supervisory authority in issuing guidance to insurance firms about corporate governance?  
	
	
	

	
	Is there a danger that instructions or regulations regarding corporate governance will result in “ticking the box” or pro-forma compliance?
	
	
	

	1.6
	What is the organisational chart of the governing bodies and departments ensuring good corporate governance with their underlying responsibilities, lines of reporting and authority?  
	
	
	

	1.7
	To the best of your knowledge, are there any measures taken by insurance firms in your country to implement sound corporate governance practices?
	
	
	

	
	Does your insurance firm have specific written procedures and policies with regards to corporate governance?  
	
	
	

	
	If yes, please briefly give a description thereof. If not, are there any planned steps to be taken in this regard?    
	
	
	


	B. INTERNAL ISSUES



	1. Management (i.e. the management board and other senior management)

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	1.1
	Please summarise the key points of the mandatory requirements on the composition of the board and the executives of insurance firms in your country (e.g. mandatory outside directors, mandatory committees, mandatory separation of the chairman and CEO, one-tier/two-tier system, fit-and-proper person requirements), as well as the functions of board members:
	
	
	

	1.2
	Please indicate which of the following committees are mandatory committees of insurance firms required by laws/regulations in your country:
	
	
	

	
	a. Compensation Committee
	
	
	

	
	b. Audit Committee
	
	
	

	
	c. Risk Management Committee
	
	
	

	
	d. Remuneration Committee
	
	
	

	
	e. Nomination Committee
	
	
	

	
	f. Takaful / Re-Takaful Committee
	
	
	

	
	g. Others (please specify)
	
	
	

	
	If they are requested by voluntary codes/rules, please list them, too.   
	
	
	

	
	What are the board committees of your insurance firm? 
	
	
	

	
	What are the most frequent board committees typical for the insurance firms in your country?
	
	
	

	1.3
	What is the usual size of the board of directors of the insurance firms in your country?
	
	
	

	
	What is the typical composition of insurance firms’ boards of directors in your country, in terms of profile (qualifications), number of independent directors, relations to the firm’s shareholders, etc.?  
	
	
	

	
	Please specify the requirements in these respects and their source (legislation, specific regulations or by-laws)
	
	
	

	1.4
	Is there a definition of independent director in your country legal framework of corporate governance, in a national code or in the statutory documents of your insurance firm?  

If yes, please describe:
	
	
	

	
	How are directors appointed?  
	
	
	

	
	Are the independent directors identified as such in the annual report of the insurance firm?  
	
	
	

	1.5
	What is the procedure for appointing new directors in your insurance firm?  
	
	
	

	
	Is this a formal and transparent procedure?  
	
	
	

	
	Is it functioning properly?  
	
	
	

	
	Do nomination committees exist in the majority of insurance firms?
	
	
	

	
	On what grounds are board members removed?  
	
	
	

	
	What is the overall practice in your country?  
	
	
	

	1.6
	Do insurance firms’ boards of directors in your country function properly, in your view?  
	
	
	

	
	Please list the main functions of the board.
	
	
	

	
	How often does the board meet? 
	
	
	

	
	Do directors dedicate enough time to their duties?  
	
	
	

	
	Do directors perform well their function of overseeing management or do they get involved in the day-to-day management of the business?
	
	
	

	
	Are directors accountable and responsible for the performance and conduct of the insurance firm?
	
	
	

	
	Do directors set any strategies or policies for the insurance firm?

Please specify which.
	
	
	

	
	If yes, how does the board ensure that these strategies are implemented?
	
	
	

	1.7
	Are the opinions of board members accurately reflected in the minutes of board meetings?
	
	
	

	
	Do directors have access to the information necessary for fulfilling their duties?  
	
	
	

	1.8
	Do insurance firms arrange insurance cover in respect of legal action against directors, in your country?   
	
	
	

	
	What are the practices in your insurance firm?   
	
	
	

	1.9
	Do insurance firms’ boards undertake formal annual evaluation of their own performance?
	
	
	

	
	And that of their committees and individual directors?  
	
	
	

	
	What are the practices in your insurance firm?  
	
	
	

	1.10
	Does the function of the “board secretary” exist?
	
	
	

	
	If yes, please specify duties and functions.
	
	
	

	1.11
	Does your insurance firm have codes of ethics?
	
	
	

	1.12
	What processes or procedures ensure that the board monitors compliance with the applicable laws (e.g. tax, competition, labor, environmental, equal opportunity, and health and safety laws)?
	
	
	

	2. Risk Management Systems, Internal Audit and Internal Controls

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	2.1
	Does your insurance firm have reliable risk management systems to identify, measure monitor and control all business risks?
	
	
	

	
	Please explain.
	
	
	

	2.2
	If your answer to 2.1 is yes, then are the risk management systems subject to regular internal reviews?
	
	
	

	
	Are the risk management systems also reviewed by independent experts to ensure that they are appropriate for the nature of the business activities and risks?
	
	
	

	2.3
	Are there effective internal controls in your insurance firms?
	
	
	

	2.4
	For composites (i.e. companies offering both life and non-life insurance), are assets covering life insurance liabilities completely segregated from all other assets and first applied to meet life insurance policyholders’ entitlements in the event of a liquidation or portfolio transfer?
	
	
	

	2.5
	Is there a risk management function in your insurance firm?
	
	
	

	
	Is there a risk management committee in your insurance firm?
	
	
	

	2.6
	Is there an accepted standard for internal audit?
	
	
	

	
	What are the practices and requirements in terms of auditor’s qualifications, remuneration, and training?
	
	
	

	
	How are auditors appointed and by whom?
	
	
	

	2.7
	Can the head of internal audit attend audit committees?
	
	
	

	
	To whom do the internal auditors report?
	
	(e.g. The board, CEO/General Manager, CFO, largest shareholder, the audit committee and/or other)
	

	
	How do the internal auditors relate with board and shareholders?
	
	
	

	2.8
	Are audit committees common and well-functioning governing bodies of your country’s insurance firms?
	
	
	

	
	What is their mandate?
	
	
	

	
	Are members of audit committees generally well qualified to perform their duties?
	
	
	

	
	Do audit committees meet independently with the auditors?
	
	
	

	2.9
	Please briefly explain major problems (if any) regarding internal audit function of insurance firms in your country. 
	
	
	

	3. The Responsible (or appointed) Actuary

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	3.1
	Does your insurance have a responsible (or appointed) actuary? 
	
	
	

	
	If yes, please indicate to which lines of the business (i.e. life, general insurance, health, etc.)
	
	
	

	
	Who does the actuary report to?
	
	
	

	
	Please explain briefly the main duties of the actuary.
	
	
	

	3.2
	Is the actuary in your insurance firm professionally certified?
	
	
	

	
	Is the actuary subject to best practice actuarial standards, continuous development, appropriate ethics standards and disciplinary proceedings?
	
	
	

	
	Please explain.
	
	
	

	3.3
	Does the management in your insurance firm recommend the levels of technical and mathematical reserves for the purposes of published and statutory reporting?
	
	
	

	
	Is this process reviewed and approved by the Board?
	
	
	

	
	Is the actuary in your insurance firm independent of management in determining the assumptions underlying his recommendations regarding the levels of technical and mathematical reserves?
	
	
	

	
	Are the reports on reserving prepared by the responsible actuary available to the full supervising board?
	
	
	

	
	Are the reports available to the insurance supervising body?
	
	
	

	3.4
	Is the work of the responsible actuary involved in setting reserves for published accounts or regulator returns subject to an independent peer review process?
	
	
	

	
	How effective is the independent peer review process is? Please explain.
	
	
	

	4. Oversight of Management by the Board 

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	4.1
	Do you think most (if not all) senior management of the insurance firms in your country have the necessary skills to manage and oversee the operations of the insurance firms and, provide direction to it, as per the objectives and polices set out by the board of directors? If not, please briefly explain.
	
	
	

	4.2
	Please provide a brief description of the role and responsibilities of senior management of insurance firms in your country with respect to the board of directors.  
	
	
	

	
	Are there any rules to avoid conflicts of interest?
	
	
	


	C. EXTERNAL FACTORS


	1. The Insurance Supervisory Authority

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	1.1
	Does the supervisory authority in your country impose any corporate governance requirements on the insurance firms in your country?
	
	
	

	
	If yes, please provide examples.
	
	
	

	1.2
	How does the supervisory authority assess that the supervising board, senior managers and other significant shareholders have the level of competence for their roles? Please state the criteria.
	
	
	

	1.3
	What kind of measures does the supervisory authority take to control the supervising board, senior managers, and other significant shareholders?
	
	
	

	1.4
	Does the supervisory authority play any role in approving/denying the portfolio transfer or merger of insurance business?
Please elaborate.
	
	
	

	1.5
	In case of portfolio transfer or merge of insurance business with another firm, are there any laws that protect the interests of the policyholder and ensure that that his benefit expectations and existing policy values will not be lessened or changed?
	
	
	

	
	Please explain.
	
	
	

	2. Public Disclosure, Transparency and Market Discipline

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	2.1
	What are the reporting standards for insurance firms in your country?  
	
	
	

	
	Is there a full compliance with International Financial Reporting Standards (IFRS)?   
	
	
	

	
	Are there specific difficulties encountered by insurance firms in this respect? (Please provide examples) 
	
	
	

	2.2
	Does the supervisory authority have access to information about the financial position of the insurance firm and the risks to which they are subject? If yes, is this information:
	
	
	

	
	a. Relevant to decisions taken by market participants?
	
	
	

	
	b. Timely so as to be available and up-to-date at the time those decisions are made? 
	
	
	

	
	c. Accessible without undue expense or delay by the market participants? 
	
	
	

	
	d. Comprehensive and meaningful so as to enable market participants to form a well-rounded view of the insurance firm? 
	
	
	

	
	e. Reliable as a basis upon which to make decisions? 
	
	
	

	
	f. Comparable between different insurance firms? 
	
	
	

	2.3
	What are the requirements for public disclosure of information by insurance firms in your country?  
	
	
	

	
	What are the most frequent problems with public disclosure of information by insurance firms in your country?  
	
	
	

	2.4
	Is the board remuneration policy disclosed?  
	
	
	

	
	What are the requirements regarding disclosure of the remuneration of members of the board and key executives?  
	
	
	

	2.5
	Does the supervisory authority monitor the information disclosed by the insurance firms?
	
	
	

	
	What necessary actions does the supervisory authority take to ensure the compliance of this information with disclosure requirements? 
	
	
	

	3. External Audit

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	3.1
	Does your insurance firm have independent external auditor (s)?
	
	
	

	
	What steps have been taken to ensure independence of auditors?
	
	
	

	3.2
	How often is the financial information of the insurance firm audited?
	
	
	

	3.3
	Are there any provisions or well established practices regarding the external auditors of the insurance firm?  
	
	
	

	
	Please briefly explain major problems (if any) regarding external audit function of insurance firms in your country.
	
	
	

	
	Is there effective implementation of high quality audit standards?
	
	
	

	
	Which ones? 
	
	
	

	3.4
	Is the audit firm in your insurance firm sufficiently independent of the audited entity?
	
	
	

	
	Do insurance audit partners rotate on a periodic basis?
	
	
	

	
	Is there an appropriate separation between audit and non-audit services?
	
	
	

	3.5
	Is their a requirement of external auditors to inform, shareholders and/or the board of directors about any involvement of board members or senior management in illegal activities, fraud or insider abuse?
	
	
	

	3.6
	Do auditors in your firm have the legal obligation to report to the supervising board and the supervisory authority any concerns they might have in relation to a client insurer?

	
	
	

	4. Policyholders  & Stakeholders

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	4.1
	What measures are taken by the supervising board in your insurance firm in order to protect the interests of the policy-holders and ensure that the insurers’ obligations towards them are met and paid at all times?
	
	
	

	4.2
	What are the policy-holders guarantee schemes in your insurance firm?
	
	
	

	4.3
	Succession Planning: how transparent is the process to investors and to the external public?
	
	
	


	D. Other Items



	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	1.1
	Please state the different products offered by your insurance firm for: 
	
	
	

	
	a. The individual consumer
	
	
	

	
	b. Businesses
	
	
	

	1.2
	Please fill in the number of employees in your insurance firm.
	
	
	

	1.3       Please feel free to comment any views on corporate governance of insurance firms other than above.


PART II
This part is to be answered by Insurance Supervisors only
	1. No. of Insurance Firms

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	1.1
	Please fill in the number of insurance firms currently operating in your country:
	
	
	

	
	Domestic insurance firms
	
	
	

	
	Foreign affiliated insurance firms
	
	
	

	
	Please also fill in the numbers of five years ago (2002)
	
	
	

	
	Domestic insurance firms
	
	
	

	
	Foreign affiliated insurance firms
	
	
	

	1.2
	Please list the number of Takaful industries in your country.
	
	
	

	1.3
	Please list the number of insurance firms in your country that are listed on the stock exchange.
	
	
	

	1.4
	Insurance density: Please fill in the total insurance premiums in your country for the following:
	
	
	

	
	Life Insurance
	
	
	

	
	Non-Life Insurance
	
	
	

	
	Please also fill in the premiums of five years ago (2002)
	
	
	

	
	Life Insurance
	
	
	

	
	Non-Life Insurance
	
	
	

	1.5
	Insurance penetration: Please fill in the penetration rate in your country for the following:
	
	
	

	
	Life Insurance
	
	
	

	
	Non-Life Insurance
	
	
	

	
	Please also fill in the penetration rate of five years ago (2002)
	
	
	

	
	Life Insurance
	
	
	

	
	Non-Life Insurance
	
	
	

	2. Takaful Related Issues

	No.
	Question
	Y/N
	Response/Comments
	Legal Reference or

Source

	2.1
	How many Takaful /Re- Takaful operators (insurance firms) are there in your country?
	
	
	

	
	How has this number increased over the past 10 years?
	
	
	

	2.2
	Under which model do they mainly operate? 
	
	
	

	
	a. “Wakala”* Model
	
	
	

	
	b. “Mudaraba”* Model
	
	
	

	2.3
	What are the various Takaful products offered by these operators?
	
	
	

	2.4
	Is there a wide range of products available within each of these Takaful operators?
	
	
	

	
	Does the participant need to “shop around” for other insurance products? 
	
	
	

	2.5
	Are Takaful products competitively priced in your country?
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