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Thank you for the opportunity to comment on this draft Issues Paper.
We agree that sound corporate culture is important, and that the
development of sound culture could lead to a fundamental solution to
conduct risks.

However, corporate culture is diverse by nature, and each insurer's
culture has specific features which the company has selected to achieve
sound business conduct. Given that any assessment of an insurer’s
culture as "good" or "bad" is very subjective, we are concerned that
setting a single assessment method and/or approach could bring
unintended consequences.

In addition, it should be noted that even effective management methods
could lower staff morale if applied excessively, possibly resulting in the
emergence of new conduct risks.

Therefore, we suggest clarifying within this Issues Paper that it is not
intended to endorse any particular type of corporate culture, and that
diversity is respected and ensured regarding how an insurer's culture
should be.
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We agree that this Issues Paper is not intended to provide an exhaustive

analysis of the topic or to develop detailed supervisory guidance.
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We agree that "the scope of the paper is limited to exploratory
observations on the importance of insurer culture for insurers and
supervisors'.

"Further engagement and the possible development of additional IAIS
material" should be determined after duly examining the necessity and
probable effectiveness in view of various dynamic elements that

constitute an insurer's culture, differences among countries, regions and
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W22 & Ehi T 255 IR SO XL D L RREAEE X 115 X 9 | insurers, the subjectivity of assessing an insurer's culture, and other
BEHIGEDONE Z L ZEHET 5, factors. When working on further engagement and developing additional

material, due consideration should be given to respecting diversity in
insurer culture.
6 RIS H D ORFEICONTEZ T T EIFEE LW e FE X | We agree with the first sentence, because, while it is desirable that each
208, BEEMD o REETIc LEE—o [IEL W] Xtk TRV ] 3 | insurer examines and develops its own corporate culture, it is
LU 2 2 L@l cidnweEx 579, [EYTZ&R\] LD | inappropriate for supervisors to force insurers to adopt one "right" or
LEICEF T 5, "good" culture.
[RER St oL 23 e, FREnlREC, HIZFF-> Tk Y Z2ICH X | "Whether an insurer's culture appears healthy, sustainable, purposeful
20089 0| XFEBHERICH Y, RETHEWTHREDMBZELD | and safe” is judged subjectively. As such, we suggest clarifying in this
HYV T eXFFT b0 TE R, FRESHEDOXULDOLFEIEDEE X 1 | paragraph that it is not intended to endorse any particular type of
2T LR EINGE T L HEET 5, corporate culture, and that diversity is respected and ensured regarding
how an insurer's culture should be.
9 - XAt (HIET%) ~OHURHA TG ITHED T BEER D 5 15, B | We agree that it is necessary to continuously work to improve an
F35, insurer's culture.
13 [ 7 4 ZADLATT b, FLAa—F, 212=F7—323 DAL | Asfor the second sentence ("office lay-out, dress code and style of
A s MO ERY: L EHEEOTEL 70155, | £HEH. T4 | communication may be indicators of the organisation’s transparency and
SO EEMRIEHZ E S MO BE RN L EFEMEDIEEE L 72 Y 5 5 DA | credibility”), the causal link is unclear regarding how such subjective
RO 27530 BABHTH 5, elements could be indicators of an organisation’s transparency and
CHAN—T T4 AV IN—Y a v DEBENEE L DD D H4ERIT | credibility.
HoT, TDXI BRERIENGRD 5N 5 NEFER[ITOWTEEAH 25 | Now that the importance of diversity and inclusion is increasingly
ShBH B EARIGENREZRZ 5, [iEoT, 474 2DV A4 T 7 | recognised, it seems inappropriate for supervisors to make a reference to
F, FLRa—F, aia=7—vavVDREZA L] IZOWTIEHIER% | the elements for which diversity should be ensured. Therefore, we
ko 3z, suggest deleting "office lay-out, dress code and style of communication”.
17 [REESE O UL Z G-I T % 2 & i3 CEBTH Y, 7 — 234 | We agree that "assessing an insurer’s culture can be highly subjective and

F-ACHEICES LOHW 2T ) LERH L] ZLICAET %,

may require the thoughtful exercise of supervisory judgment on a case-

by-case basis".
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- BE YR RRE OV IR I L 5 REDOIRIEIC H 2 A K % X 0 IEfE | We understand that it is important for supervisors to be able to identify
ORMICKE L, MLCTE 2 EHEMIIMECTZ 2 0, EBINZAEE | and deal with root causes underlying certain recurring issues sooner and
BTH DT e bEEEONAFEELRGTT 213, BWEICH L \WH | more accurately. However, given the subjectivity of the matter,
HEL T2 LhMET, I T VY ROPNT-NEL b 2 L ##AFFT | conditions for supervisory interventions, if examined, should be well-

5, balanced, and should not be too strict for insurers.

- BEEEPRBEASEN O L #8152 KB L LT [Critical eye] &3R8 | The phrase "critical eye" is used in the second sentence to describe
HEINTwa, ThoEWT 2L AT [MBEEELEFF> T (fttA23F | supervisor attitudes to observing insurer culture. We understand that this
L7727l H 5 DEAEE > DHRICT 52 &) HHTINICEHEI3 % ] | means supervisors make analytical assessments with an appropriate
EWnHZETHLEMFELTD, degree of skepticism (without taking assessments by others and

preconceptions at face value).

25 - ERICER I N T EHEAITIE COVID-19 28X ) RWZ{L%Z{E L 7= | Given that the examples following this paragraph illustrate not only
T=AZAL AN EINTBICD bbb, AT DFHEICIE COVID- | negative cases, but also cases where Covid-19 has led to changes for the
19T 2R T 4 7RV TR NDIIT v NT VA TH S, RKXT | better, this paragraph lacks balance in that it does not reflect these
DFt#E D, COVID-19 iZAHT 4 7« KT 4 TRITOE % H7-5 | positive aspects. To explain that Covid-19 has brought both negative and
L2 DTHDE, EVIHIRIHICTRETHY, UTOBEXEZRET positive effects, we suggest revising the third sentence as follows:

%,
"Many of the attributes of an effective culture described above can help | Many of the attributes of an effective culture described above can help
when dealing with change or responding to stress situations such as when dealing with change or responding to stress situations such as
Covid-19. Whereas for insurers with an ineffective culture, the challenges | Covid-19.
and operational changes brought about by an event like Covid-19 could
further exacerbate issues such as misconduct, non-compliance or risky
behaviour potentially leading to adverse outcomes. A sound, effective
culture should contribute to the ability and willingness of insurers to
adapt swiftly to an event as significant as the Covid-19 pandemic.
26 - EBN RNy 2 TH D FEROEHIZZ DBEERFHERNEIC DWW T | As this paper deals with a subjective topic, future work on it should be

AN T ICBET L 72 9 2 CHEfi 7272 & 72\,

implemented after duly examining the necessity and probable

effectiveness.
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* On the other hand, a Board whose decisions are driven solely by
interests of short-term-profit-oriented shareholders (culture) may set
aggressive profitability targets (prudential) that could incentivise unfair
product design, sales and claims handling practices by management and
staff (conduct), which could in turn lead to large scale consumer
complaints, litigation, reputational damage and significant longer-term

losses for the insurer (prudential and conduct).
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Foci of "shareholder interests" are varied, from short-termism to SDGs,
which are increasingly sought after. We understand that, in this context,
"shareholder interests" refer to the short-term interests of shareholders.

Therefore, we suggest revising the last sentence as follows:

On the other hand, a Board whose decisions are driven solely by interests
of short-term-profit-oriented shareholders (culture) may set aggressive
profitability targets (prudential) that could incentivise unfair product
design, sales and claims handling practices by management and staff
(conduct), which could in turn lead to large scale consumer complaints,
litigation, reputational damage and significant longer-term losses for the

insurer (prudential and conduct).
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As it will help avoid the situation where supervisory assessments are
excessively dependent on individual assessors' subjectivity, the
development of tools and approaches for identifying, assessing and
managing misconduct risk that focus on assessing underlying cultural
factors is important. However, in view of various dynamic elements that
constitute an insurer's culture, differences among countries, regions and
insurers, the subjectivity of assessing an insurer's culture, and other
factors, such tools and approaches, if developed, should be well-balanced,

and should not be overly prescriptive.

38
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While we understand that incentives could be effective in promoting a
culture desirable to each insurer, it is necessary to note that setting
excessive incentives, which could lead to behaviours that overemphasise
the achievement of goals, may adversely affect soundness and increase

misconduct risk.
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49 cREEHIIRA R T — ANV —~DE - 4 VXL A ~DN Insurers are required to consider various stakeholders, respond to
o FREREFEON R nKD NS, FFED AT — 7 kX —d | different interests, and ensure fair policyholder treatment. We agree with
AVEALAMCEREZYTEGEOEEICOVWTER L TWBEAERATD | the reference regarding the consequences of focusing on the interests of
LEICEF T 5, specific stakeholders.

60 - %7 60 O HADHS] 2 ICOWTIE, HAICE T 55 EN M@ | (Example 2 of Japan, following Paragraph 60)
ZRFELZb0TIE R, FFEO—HEHICER LD TH S & Bb | Asit refers to a specific case, the example is not intended to identify
na, ZOBENPHEICRSE X5, MTOBEXEZRET %, universal problems in Japan. To clarify this, we suggest revising the first
"The FSA found a certain case where top management put corporate sentence as follows:
goals ahead of internal rules. This resulted in reducing claims payment
and reserves, and delayed claims payment with no rational reasons. In The FSA found a certain case where top management put corporate goals
addition, the top management did not allocate adequate human resources | ahead of internal rules.
to internal controls."

65 - R 2 O MIAET OHPH X, RESTOMWE (Ek L) 1ICX 5T | We agree that "the boundaries of the Board’s accountability depend on
"p ), BEXBICL TR 256075 5 L OLHICEFT 5, the nature of the insurer (eg publicly listed) and may vary by

jurisdiction".
87 - RSO ITEE A B ERIC X ORI 5 2 &, [EeHU, | Future work should be determined after duly examining the necessity
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HIARNA L T2 2T T2 T7 v ROBNEZHEE L, 5K
CREEYFHOHM IO T REE N2 2 L 2 RET 5,

and probable effectiveness in view of various dynamic elements that
constitute an insurer's culture, differences among countries, regions and
insurers, the subjectivity of assessing an insurer's culture, and other
factors.

In addition, it is important to avoid the situation where supervisory
assessments of insurer culture and conduct risks are excessively
dependent on individual assessors' subjectivity. Therefore, practical
supervisory guidance, if developed, should be well-balanced, and should
not be overly prescriptive. Ultimately, such guidance should be

implemented based on each jurisdictional supervisor's discretion.




