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Preparing for Compliance with the NAIC’s Corporate 
Governance Annual Disclosure (“CGAD”) Requirements 

Note: This is the first in a series of Client Alerts and other reference items for insurance 
companies as they begin preparing for the NAIC’s extensive new corporate governance 
disclosure requirements. 

Overview 

In 2012, the National Association of Insurance Commissioners (“NAIC”) kicked-off an ambitious 
process to require extensive disclosure of regulated insurance companies’ corporate governance 
practices.  The NAIC just approved the the Model Act and Regulations at its Summer 2014 
National Meeting in Louisville, Kentucky.  The heightened disclosure requirements are driven by 
concerns over the perceived lack of corporate governance and government involvement in the 
insurance sector during the recession, as well as a desire to align the role and activities of 
insurance regulators globally.   

While the CGAD requirements are not prescriptive, the content of the Model Regulation does little 
to hide the NAIC’s views on corporate governance best practices, which are clearly influenced by 
public company standards.  Even more telling, the NAIC recently modified the Supplemental 
Compensation Exhibit filing requirements to “facilitate closer alignment with international and SEC 
reporting standards related to compensation.”   

Considering the volume and content of information in the Model Regulation, early preparation is 
vital.  Furthermore, some companies may choose to proactively adopt changes to their current 
corporate governance structures and practices to align with consensus best practices.  For many 
private and mutual insurance organizations that have never considered the robust corporate 
governance frameworks in practice today at public companies, much of the information requested 
under the CGAD will require significant input from the Board and senior management. 

PM&P Observation: Some private and mutual insurance companies closely follow public 
company corporate governance practices, including preparing “proto” proxy statements 
and maintaining detailed corporate governance principles, are well-positioned to comply.  
Other organizations, however, do not track public company disclosure requirements.  As 
such, efforts to comply will range from light to onerous. 

Who Must Comply? 

The requirements of the Act are intended to apply to all commercial risk-bearing entities subject 
to oversight by state insurance departments.  
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Companies have the option to disclose from the ultimate controlling parent (“UCP”) level, an 
intermediate holding company level and/or the individual legal entity level.  The level used will 
depend on where decisions are made, oversight is provided and governance activity assessed. 

PM&P Observation: Most organizations will likely disclose from the UCP level, with the 
exception of large conglomerates with multiple stand-alone insurance entities. 

When is the CGAD Requirement Effective? 

The expected effective date of the Model Act is January 1, 2016 and the CGAD must be filed by 
June 1

st
 of each year.  This means that the first filing must be made by June 1, 2016. 

PM&P Observation: While initial disclosure will not occur until 2016, several of the 
requirements are “backward looking”, (i.e., the disclosure will cover 2015 programs, 
policies, actions and decisions).  Therefore, companies need to consider the impact of 
new disclosure in their current planning cycles. 

What Does the CGAD Require? 

The CGAD is organized into four main sections: Corporate Governance Framework, Policies & 
Practices of the Board, Policies & Practices of Management and Risk Management Processes.  
The level and type of required disclosure is similar to that required of public companies and even 
exceeds it in some respects.   

PM&P Observation: We do not review the detailed requirements within each of the four 
sections in this Client Alert as they have not yet been finalized, but note that they are 
extensive and likely beyond what the majority of non-publicly-traded companies have 
ever documented or considered.  Most companies will be required to commit extensive 
resources to ensure compliance.  Our next Client Alert in this series will review the actual 
disclosure requirements in greater detail. 

Approval of Model Regulations at the State Level 

As insurance is generally regulated at the state level, the NAIC will submit the Model Act and 
Regulations to law-making bodies in each state.  Individual states are then free to revise and 
adopt the Model Act and Model Regulations as they see fit given the facts and circumstances of 
their business and legal climate.  Ensuring confidentiality of the CGAD filing has long been a key 
concern of parties involved in drafting the Model Act and Regulations.  The Model Act and 
Regulations contain strong confidentiality protections designed to ensure that the CGAD can only 
be used by state insurance departments in their role as financial examiners and as part of state 
insurance departments’ official duties and restrict the sharing of the CGAD filing with other 
parties. 

PM&P Observation: To some, this looks like the next step in the march to a full 
disclosure environment.  We note the precedent set by the legislature in Massachusetts 
several years ago in which mutual insurance organizations domiciled in the state were 
required to disclose senior executive pay levels to policyholders.  We can envision 
scenarios in which a state legislature, in response to perceived weaknesses in a 
company’s corporate governance practices, passes legislation requiring all companies 
domiciled in that state to disclose their corporate governance practices more broadly.  In 
light of this potential, many companies will want to ensure their governance process and 
practices are up to standards. 



 

©2014 Pearl Meyer & Partners, LLC 3 

 

Important Notice:  Pearl Meyer & Partners has provided this analysis based solely on its knowledge and experience as 
compensation consultants.  In providing this guidance, Pearl Meyer & Partners is not acting as your lawyer and makes no 
representations or warranties respecting the legal, tax or accounting implications or effectiveness of this advice.  You 
should consult with your legal counsel and tax advisor to determine the effectiveness and/or potential legal impact of this 
advice.  In addition, this Client Alert is not intended or written to be used, and cannot be used by you or any other person, 
for the purpose of (1) avoiding any penalties that may be imposed by the Internal Revenue Code, or (2) promoting, 
marketing or recommending to another party any transaction or other matter addressed herein, and the taxpayer should 
seek advice based on the taxpayer’s particular circumstances from an independent tax advisor. 

 
About Pearl Meyer & Partners 
 
For 25 years, Pearl Meyer & Partners (www.pearlmeyer.com) has served as a trusted 
independent advisor to Boards and their senior management in the areas of compensation 
governance, strategy and program design. The firm provides comprehensive solutions to complex 
compensation challenges for multinational companies ranging from the Fortune 500 to not-for-
profits as well as emerging high-growth companies.  These organizations rely on Pearl Meyer & 
Partners to develop global programs that align rewards with long-term business goals to create 
value for all stakeholders: shareholders, executives, and employees.  Pearl Meyer & Partners 
maintains U.S. offices in New York, Atlanta, Boston, Charlotte, Chicago, Houston, Los Angeles, 
San Francisco and San Jose, as well as an office in London. 
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