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EXTRACTS FROM PRUDENTIAL STANDARS AND GUIDANCE
NOTES APPLIED TO GENERAL INSURERS

Prudential Standard GPS 220

Risk Management for General Insurers

Prudential Standard

1.

This Prudential Standard, made under section 32 of the Insurance Act
1973 (the Act), applies to all general insurers authorised under the Act.

Governance

Fitness and Propriety

2.

Insurers must ensurc that persons occupying key positions within the
insurer have the degree of probity and competence commensurate with
their responsibilities.

For this purpose, insurers should have in place policies and procedures to
address fitness and propriety. These policies and procedures should at a
minimum address the criteria for fitness and propriety that APRA uses to
assess fitness and propriety set out in paragraph 0.

For locally-incorporated insurers, persons occupying key positions means:
(a) directors;
(b) senior managers;'

(¢) the insurer’s auditor appointed under the Act and approved by
APRA (Approved Auditor);? and

(d) the insurer’s actuary appointed under the Act and approved by
APRA (Approved Actuary),” where relevant.

For the purpose of subsection 3(1) of the Act, a senior manager is a person who has or
exerciscs any of the senior management responsibilities set out in paragraph 0 of this
Standard.

An insurer must appoint an auditor under scction 39 of the Act and have that
appointment approved by APRA in accordance with section 40.

RECEIVED TIME 28.NOV. 8:30 PRINT TIME 28. NOV. 8:33

P,

4



28, NOV. 2002 §:38 APRA EXEC 61 2 9210312 NC. 4936 P 3

APRA EXEC

S. For foreign-incorporated insurers operating in Australia as branches
(foreign insurers), persons occupying key positions means:

(a) senior managers of the Australian operations;
(b) the foreign insurer’s agent in Australia appointed under the Act;’
(c) the foreign insurer’s Approved Auditor; and
(d) the foreign insurer’s Approved Actuary, where relevant.
6. The criteria for fitness and propriety5 are as follows:

(a) the person has not been convicted of an offence against or arising
out of the Act or the Financial Sector (Collection of Data) Act

2001;

(b) the person has not been convicted of an offence against or arising
out of a law in force in Australia, or the law of a foreign country, if
the offence concems dishonest conduct or conduct relating to a
financial sector company within the meaning of the Financial
Sector (Shareholdings) Act 1998;

(c) the person has never been bankrupt, has not applied to take the
benefit of a law for the relief of bankrupt or insolvent debtors, or
has not compounded with his or her creditors;

(d) the person has no actual or potential conflicts of interest that are
likely to influence their ability to carry out their role and functions
with appropriate probity and competence;

(e) the person has adcquate experience and demonstrated competence
and integrity in the conduct of business duties;’

(f) the person is not of bad repute within the business and financial
community;

3 An insurer must appoint an actusry undcr section 39 of the Act and have that
appointment approved by APRA m accordance with section 40, unless exempted from
the requirement in accordance with section 47.

A forcign insurer must appoint an agent in accordance with section 118 of the Act.

s Specified for the purposcs of paragraphs 27(2)(b), 42(1)(b), 44 (2)(b) and 45(3)(b) of

the Act.

s Approved Auditors and Approved Actuaries are subject to particular experience
requirements as set out in paragraph Error! Refercnce source not found. of this
Standard.
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Insurers must provide APRA with details of all newly appointed directors,
including their name, principal business associations and curriculum
vitae, within 14 days of their appointment. In addition, insurers must
provide APRA with an updated annual statement listing all of its directors
(including details of any changes to business associations) no later than at
the time which the insurer lodges its yearly statutory accounts.

Senior Management

Senior managers comprise persons employed by an insurer who exercise

senior management responsibilities. Senior management rc:sponsxbilitics7
means having primary responsibility for one or more of the following:

(a) high level decision making;
(b) implementing strategies and policies approved by the Board;

(c) developing processes that identify, manage and monitor risks
incurred by the insurer; and

(d) monitoring the appropriateness, adequacy and effectiveness of the
risk management system.

Insurers must provide APRA with a list of senior management positions
and the responsibilities of those positions. Details of the individuals who
occupy these positions, including their name and curriculum vitae, must
also be submitted within 14 days of their appointment. In addition,
insurers must provide APRA with an updated annual statement listing all
senior management positions, and names of persons occupying those
positions, no later than at the time which the insurer lodges its yearly
statutory accounts.

Specified for the purpose of subsection 3(1) of the Act.
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Guidance Note GGN 220.1

Governance

The internal governance structure of an insurer is critical to ensuring that
the interests of policyholders are protected. For an internal governance
structure to be effective, the Board, senior management and appointed
experts of an insurer must have the probity and competence necessary to
develop, monitor and review sound systems for managing risk.

In addition, risk management and control systems should be supported by
a strong and fully informed Board, the use of Board Audit Committees

and independent experts.

Fitness and Propriety

3.

In accordance with paragraphs 2-3 of GPS 220 Risk Management,
insurers must ensure that persons occupying key positions within the
insurer have the degree of probity and competence commensurate with
their responsibilities. For this purpose, insurers should bave in place
policies and procedures to address fitness and propriety. Accordingly,
‘nsurers must assess all new persons filling key positions, and those of
existing staff, and should review these assessments at least annually.

An insurer should notify APRA immediately if a key person no longer
complies with the tests of fitness and propriety established by the msurer.

APRA may conduct a review of the fitness and propriety of an individual.
Where APRA conducts such a review, APRA will allow access to the
information collected as part of the review where the provider of the
information has granted permission for the information to be released.
APRA will not release information where it is prohibited from doing so
under any agreement with the provider of the information or under any
law.

Roles and Obligations of Key Positions

®
6.

Boards

Paragraphs 17-18 of GPS 220 set out the requirements for the
composition of an insurer’s Board. The Board of an insurer must
collectively possess appropriate skills and experience to understand the
risks of that insurer’s business. This could include (but is not limited to)
actuarial, accounting, finance, insurance business and legal expertise.
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