When and How to Intervene – Possible answers

	
	Supervisory tools
	Advantages
	Disadvantages

	
	Preventive and corrective
	
	

	1
	Business plans and prior approvals for key/major changes and restructuring
	· Verify that the company has done its due diligence
· Spot potential problems early and avoid or mitigate them (company or supervisor)
	· Requires certain time and resources for the company


	2
	Increased supervisory activity or reporting
	· Closely monitor solvency situation or other matters of concern

· Could be used as moral suasion, where a corrective action has been requested 
	· Certain time and resources (supervisor and company)

	3
	Independent review of auditors or actuaries
	· Independent basis for capital calculation or to support action regarding capital injection
· More certainty regarding business lines in doubt
· Useful for board to get an independent review
	· Some cost involved for the company
· May be a lack of qualified (and independent) auditors and actuaries in the market

	4
	Correction of reporting errors 


	· Verifies true position for capital calculation and supervisory assessment purposes

· Identifies and is transparent about past positions and breaches of capital requirements

· Provides full and accurate supervisory records
	· Cost to insurer to recalculate and resubmit



	5
	Plan of redress (acceptable steps and timetable)
	· Provides for specific, achievable outcomes in a defined time period

· Could include obligation for regular reporting and further supervisory approval/direction on aspects of the remedial action

· Companies likely to view it more favourably than formal enforcement  

· May avoid delays and negotiations for more formal measures, due to legal requirements
· Supervisor may be able to exert greater influence without a formal instrument (depending on the company, nature of the regulatory environment and the relationship with the supervisor)
	· Formal enforcement opportunities may not be immediately available in case of delay or non-compliance (more difficult as time passes)
· If considered that a formal supervisory action should have been taken earlier, the fact that a plan of redress was requested and accepted, could compromise future enforcement actions
 
· Supervisor may be able to exert greater influence with a formal instrument (depending on….)

	6
	Capital injection (without legal enforcement action)
	· Breach of capital requirements quickly addressed 

· Appropriate if the company commits to inject additional capital (formal enforcement action unnecessary)
	· Same as stated under 5.

	7
	Change of senior management or board members (without legal enforcement action)
	· Quick outcome of removing undesirable persons 

· Positive outcome for company and policyholders
	· Lack of natural justice for affected individuals 

· Lack of supervisory transparency and accountability

· Individuals could move to other companies (same problem)
· Requires suasion and negotiation by the supervisor

· May compromise supervisor’s ability to use evidence against the individual in future actions

	8
	Other supervisory actions?

	
	

	
	Enforcement
	
	

	9
	Restrict business activities - stop writing of new business


	· Allow company to focus on remedying problems in existing portfolios
	· Possible stifling of commercial activity

	10
	Restrict business activities - withhold approval for new activities or acquisitions
	· Allow company to focus on existing business rather than venture into new business projects

· Can serve as incentive to remedy problems, if for a limited period
	· Possible stifling of commercial activity

· Effective only for activities that require approvals

	11
	Stop unsound practices


	· Ability to achieve specific outcomes but need to specify what sound or unsound business is
· Need to formally follow up penalties or prosecution, should the company not comply
	· Company should have acted soundly or reacted itself (late intervention)
· Supervisor have to be specific on which actions are required 

· May be easier to put in place a positive direction to do something rather than negative direction not to

	12
	Formal direction to inject additional capital
	· Breach of capital requirements formally addressed

· Public demonstration of seriousness

· Formal record of breach and required action 

· Follow-up action immediately available, if not complying
	· May be some delay due to legal requirements

	13
	Restrict/suspend dividend or other payments to shareholders
	· Effective financial incentive for company to fix problems
	· May be overly punitive

· May not be specific to problem


	14
	Remove senior management or board members
	· Remove unacceptable individuals from industry 

· Positive outcome for policyholders and industry

· Demonstrate supervisory standards of fitness and propriety 

· Demonstrate strict responsibilities of key persons in relation to company, policyholders and the public

· Demonstrate willingness to hold individuals accountable
	· Needs solid evidence to support legal action 

· Significant  personal impact 

· Considerable supervisory time and resources, initially and in any appeal process 

· Could become more difficult to manage supervisory relationship with company and individuals in the future


	15
	Remove auditor or actuary

	· Demonstrate supervisory expectations from these professions
	· Need to be able to demonstrate that actions are out of line with professional expectations.

· Could be objections from professional organisations

	16
	Bar senior management, auditor or actuary from acting in such positions in the future
	· Same as 14
	· Same as 14

· Significant impact on affected individual’s future livelihood

	17
	Revoke the licence

	· Demonstrate supervisory intolerance to unacceptable practices
· Remove unsound companies from the market


	· Late intervention that may not address all the problems

· May be excessively harsh to the company

· Potentially detrimental impact or disruption to policyholders

· May have reputational impact and cause loss of confidence in the market

· May be difficult to justify the use of such powers

	18
	Criminal prosecution – against senior management or members of the board
	· Public demonstration of how seriously the obligations of these persons are taken

· Public punishment acting as a deterrent to others 

· Evidence of strong regulatory regime

· Assist in removing unacceptable individuals from industry (cannot meet fit and proper requirements with conviction)
	· Requires strong evidence for a conviction (good records and ability to establish legal case)


	19
	Fines – individual or company
	· Public statement of the importance of certain responsibilities 

· Incentive to comply if remedial action is combined with fines

· Public punishment and deterrent to others

· Evidence of strong regulatory regime 


	· Ineffective as isolated action and does not address all problems (more effective outcomes if combined with actions that directly address the situation)
· Legal processes require supervisory time and money 

· Monetary penalties need to be significant, otherwise ineffective 




� Estoppel concept, by which one cannot deny the truth of something that has already been settled.
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