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To: 

Property and Casualty (C) Committee

From:

Leslie Jones, Chair



Risk Retention Group (E) Task Force

Date:

September 5, 2008

Regarding:
Corporate Governance Standards for Risk Retention Groups

In June 2007, a referral was sent from the C Committee to the Financial Condition (E) Committee regarding corporate governance standards for risk retention groups (RRGs). These standards were originally drafted by the Risk Retention (C) Working Group. The 2007 Summer National Meeting minutes indicate that the C Committee voted to refer these standards to the E Committee for consideration of inclusion in the Property/Casualty Annual State Instructions. Based on subsequent conversations, it appears that the Annual Statement Instructions may not be the proper place for this guidance to reside.

The Risk Retention Group (E) Task Force is currently charged with considering what accreditation standards should apply to RRGs licensed as captive insurers. The Task Force has considered the corporate governance standards in our discussion of the accreditation standards; however, because the corporate governance standards are in the form of a guideline, it appears that this guideline needs to be incorporated into a model law or regulation, which would be adopted by a state in order for a state insurance department to compel the RRG to comply with these requirements. Otherwise, it may be difficult to compel the RRG to comply with these requirements. As the Risk Retention (C) Working Group was the original author of this guidance, it seems appropriate for that group to develop a model based on the accepted corporate governance standard. 
I appreciate your time in attending to this matter. Please contact me or Julie Glaszczak (NAIC) if you have any questions. Thank you.
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