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—SOMEONE FAMOUS

“This is a quote, words full of wisdom that 
someone important said, and when you 
read them, you will be totally inspired.”



The primary purpose of a risk-focused examination is to review and 
evaluate an insurer’s business processes and controls, including the 
quality and reliability of corporate governance.  Examiners assist the 

Department Analysts in assessing and monitoring the insurer’s 
financial condition and prospective solvency. 

BEFORE WE TALK ABOUT EXAM TIPS, LET’S TALK ABOUT RISKS

To accomplish this, Examiners identify and evaluate RISKS
that could cause an insurer’s surplus to be materially 

misstated, both currently and prospectively.



The 7 Phases of the NAIC Risk-Focused Exam

Understand the Company

Corporate Governance
IT General Controls

Financial Peformance
Fraud Procedures

Audit Adequacy

Assess Inherent Risks

1 2
Current Risks
Critical Risks

Prospective Risks
Impact

Liklihood



Assess Residual Risk Substantive Testing

4 5
Inherent Risk vs. 
Control Strength

Examiner Judgment

Sample Testing
Analysis

Stress Testing
Reperformance
Recalculation

3
Risk Oversight

Performance Quality
Accuracy

Completeness
Compliance

Control Testing

The 7 Phases of the NAIC Risk-Focused Exam



Update Supervisory Plan Exam Reports

6 7
Prioritization

Communication to 
Department Analyst

Exam Report
Management Letter

Closed Issues
Subsequent Events

The 7 Phases of the NAIC Risk-Focused Exam



Capital & Surplus
• Future capital needs
• Access to funds
• Leverage ratios
• Capital quality

Reinsurance
• Tracking loss exposures
• Appropriateness
• Counterparty risk
• Agreement compliance

Reserves/Claims
• BOD oversight
• Claims processing
• Accuracy & completeness
• Assumptions & 

methodologies

Investments
• Portfolio vs business plan
• Policy compliance
• Performance
• Liquidity needs

Related Party
• Over-reliance
• Affiliate insolvency 
• Statutory disclosures
• Arm’s length transactions

Underwriting
• Strategy compliance
• Exposure limits
• Pricing practices
• Guidelines & processes

Here are the Key Functional Areas we focus on:



Documenting internal controls is 
not as hard as you think!

A rose by any other name could 
result in an exam finding!

02
SHOW YOUR WORK MAKE THINGS MATCH

01

DOUBLECHECK FOR ACCURACY
Break out the red pencils and 

calculators before submission!

03
Saving us time saves you 

money!

04
BE ON TIME



SHOW YOUR
WORK
If you can’t prove it, we can’t test it.

01.



As part of the NAIC risk-focused examination procedures, we test risk-mitigating control 
activities performed by directors, executives, managers, reviewers, internal auditors, IT 
systems, and others.
Examples of controls include:

SHOW YOUR 
WORK!

● Internal audits 
● Quality Audits
● Reconciliations
● Board/Management review of financial and operational performance
● Automated IT system controls



CONTROLS ARE GIVEN ONE OF
THREE ASSESSMENTS

WEAK MODERATE
• The control is manual and 

does not include 
evidence of review/sign-
off

• The control does not fully 
mitigate the risk.

• The control is not 
performed with enough 
frequency to be a strong 
control

STRONG
• The control is an IT 

system control with 
restricted change access.

• The control is manual but 
includes evidence of 
review, notes, discussion, 
corrections, and/or sign-
off.

• The control is effective at 
mitigating the entire risk.

• No mitigating control 
exists

• The control would not 
mitigate the risk

• Control documentation/ 
evidence could not be 
provided

• The control is not 
performed with enough 
frequency to be effective



A large percentage of our Management Letter comments 
specifically address the lack of control activities.  

We see that many companies have consistent control activities 
but are unable to provide documentation.

WHY DO YOU WANT STRONG
CONTROL ASSESSMENT?

If the control is assessed as strong, the examiner 
will often be able to pass on further testing.  This 

means less time, requests, and money for you!



“BUT WE DON’T HAVE
TIME

TO FORMALIZE 
CONTROLS!”

We often hear from companies that they do not 
have the time, resources, capacity, systems, etc. 

to document their controls.
But it is easier than you think!



Here are some ideas…















Other comments, suggestions, best practices, or questions?



MAKE THINGS 
MATCH

Contracts and By-Laws and Charters, oh my!

02.



Another common exam finding is that company, management, and director information 
do not match company documents or annual statements, or directors or executives are 
not operating within the terms of the articles of incorporations, by-laws, or charters.

Examples of documents that should be updated if company information changes include:

MAKE THINGS 
MATCH!

● Service, custodial, and reinsurance agreements 
● Financial Statement Jurat Page
● Certificates of Authority
● Articles of Incorporation and By-Laws



The Audit 
Committee charter 

directs that the 
committee should 

meet at least 
twice a year.

The Articles of 
Incorporation or 

By-Laws stipulate 
that there should 

be at least five 
directors on the 

board.

The Articles of 
Incorporation 

mandate that the 
company executives 

should include a 
President/CEO, 
Treasurer, and 

Secretary.

The Audit 
Committee has 
only met once 

for the past two 
years.

No Secretary is 
listed on the 

Jurat Page or 
organizational 

chart.

The current 
number of 

directors on the 
board is four.

OTHER COMMON MISMATCHES THAT RESULT IN EXAM FINDINGS



Custodial 
agreement 
references 

former 
Company 

name.

Service 
agreement 

requires 
quarterly 

settlement.

Collateral is 
insufficient 

or is missing.

The Company 
recently 

changed its 
name.

Reserves credit 
reported for 

reinsurance with 
unauthorized 
counterparty.

Settlement 
occurs 

bi-annually.

OTHER COMMON MISMATCHES THAT RESULT IN EXAM FINDINGS



Make Things Match also means that the company should be compliant with its own 
policies and procedures.  Are you doing what you say you are doing?

COMPLIANCE

● Investment Policy 
● Claims and Underwriting Guidelines
● Approval Authority and Access Levels



DOUBLECHECK FOR 
ACCURACY

Two heads are beter then one!

03.
a/t

^



Statutory financial reporting errors are also a common finding not only during full-scope 
exams, but during annual analyses.  Using the annual filing instructions is crucial and 
having a reviewer to ensure annual and quarterly filings are accurate and compliant saves 
you time in the long run.
Examples of common financial statement errors noted by examiners and analysts include:

DOUBLECHECK FOR 
ACCURACY!

● Compliance with Filing Instructions 
● Failure to update Notes to Financial Statements
● Data Consistency Errors
● Incomplete General Interrogatories



MAKE YOUR NEXT FILING ERROR FREE!

Comprehensive 
checklists can identify 

most filing errors

INTERNAL SOFTWARE THIRD PARTY
Specialized 

accounting software 
can detect data 
inconsistencies 

Hire a SAP expert to 
give filings a 

thorough going over





EXAM 
EFFICIENCIES

Help us help you!

04.



EXAM 
EFFICIENCIES!

Make company IT 
and human 
resources 
available for the 
exam.

Standard 5-day 
turnaround for 

requests, but 
delays do happen.

01 03

Resolve or address 
exam findings ASAP.

Communication 
with examiners is 

key; we want to 
work WITH you.

02 04

Remember, strong 
controls reduce exam 

duration!



Let’s shed some  
LIGHT

on the situation…





We realize that things work better 
when we partner together.  

Now that we’ve given you some 
feedback, we’d like yours as well.

HOW CAN WE DO
BETTER
FOR YOU?

Utah Insurance 
Department

Exams and Analysis
Feedback Survey



CREDITS: This presentation template was created by Slidesgo, including icons by Flaticon, and 
infographics & images by Freepik

THANKS!
Do you have any questions?

cshore@utah.gov

Please keep this slide for attribution.

mailto:cshore@Utah.gov


http://bit.ly/2PfT4lq
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