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1.1.

1.2.

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.

1.9.

3.1.

We agree with the classifications of add-on and believe that maintaining two overall classifications will
support the objective of supervisory convergence.

3.2.

3.3.

3.4.

It is unclear when transitional arrangements between Solvency I (or ICAS in the UK) to Solvency II will
be addressed.

3.5.

3.6.

3.7.

3.8.

CEIOPS envisages that using harmonised principles on supervisory review processes will help
supervisory convergence. This is likely to take a number of years from the date Solvency II is
implemented due to the time elapse from implementation date to SRP including consistency of
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supervisory actions.

3.20.

3.21.

3.22.

3.23.

3.24.

3.25.

3.26.

3.27.

3.28.

CEIOPS states that principles of proportionality should apply but an undertaking using the standard
model may be required to develop its own full or partial model due to the risks it writes with the
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alternative being a capital add-on. This may result in some smaller or medium undertakings having to
invest in systems and processes that are disproportionate to their operations.

3.29.

3.30.

3.31.

3.32.

3.33.

3.34.

3.35.

3.36.

3.37.

A capital add-on may be implemented if an undertaking does not derive a satisfactory SCR within a
reasonable timeframe. A reasonable timeframe will vary between undertakings and jurisdictions and
although we commend CEIOPS intentions regarding convergence, we think that this will be difficult to
implement consistently in practice.

3.38.

3.39.

3.40.

3.41.

3.42.

3.43.

3.44.

We agree that there may be circumstances where the internal model will be inconsistent with the risk
profile and think it is important for supervisors to appreciate that model updates will be performed
periodically and not continuously in the cycle.

3.45.
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3.46.

3.47.

3.48.

3.49.

3.50.

3.51.

3.52. Whilst we support development of a harmonised range or value, in particular option 3, it is difficult to
envisage how supervisors will ensure consistency across such a large range. Also, setting a reference
in Level 3 will allow the range to amended which is important given the early stage of the process.

3.53.

3.54.

3.55. We support supervisors finding a common understanding of Level 3 guidance as we anticipate that this
is likely to evolve as Solvency II gets bedded down.

3.56.

3.57.

3.58.

3.59.

3.60.

3.61.

3.62.

3.63.

3.64.
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3.65.

3.66.

3.67.

3.68.

3.69.

3.70.

3.71. We agree that the second approach off offsetting overestimated and underestimated risks is not in the
spirit of Level 1 Directive and concur with CEIOPS that option 1 is the most appropriate option.

3.72.

3.73.

3.74.

3.75.

3.76.

3.77.

3.78.

3.79.

3.80.

3.81.

3.82. We agree with the level of own funds should not be taken into account in deciding whether or not
undertakings should be subject to a capital add-on as it will provide an inaccurate position of the
capital required commensurate with the risk profile.

3.83.
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3.84.

3.85.

3.86.

Whilst we agree and understand that prescriptive list of situations in which a capital add-on may apply
will become outdated and more importantly may remove the onus from the administrative or
management body in taking full responsibility for ensuring the model is fully aligned with the risk
profile, we think that there is some merit in regular (annual) broad industry guidance or themes in the
general areas which companies need to consider when performing model updates.

3.87.

3.88.

3.89.

3.90.

3.91.

3.92.

3.93.

3.94.

See 3.52

3.95.

3.96.

3.97.

3.98.

3.99.

3.100.

3.101.

3.102.
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.103.

.104.

.105.

.106.

.107.

.108.

.109.

It would be helpful to have clarification on the other supervisory powers which could be imposed.

.110.

111,

112,

113.

.114.

.115.

W W W wwiw wiww W w | www

.116.

It would be helpful to understand how CEIOPS envisages “measuring” governance deficiencies
qualitatively.

w

117,

w

.118.

We envisage a significant deviation in governance could be judgemental and seek clarification of how
supervisory authorities will ensure that the level playing field is achieved and upheld.

.119.

.120.

121,

122,
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3.123.

3.124.

3.125.

3.126.

3.127.

3.128. We concur that using a traffic light system (for regulator reporting) is not appropriate as Level 1 and 2
guidance should be considered equally. However, undertakings will need to have systems and
processes in place internally to monitor deficiencies.

3.129.

3.130.

3.131.

3.132.

3.133. It would be helpful if CEIOPS could provide examples of other measures which the supervisory
authority could adopt if the deviation was very significant.

3.134.

3.135. We would welcome further work on risk categorisation however, this should be provided at the earliest
opportunity as companies are currently implementing changes to their systems and processed in order
to meet current reporting requirements.

3.136.

3.137.

3.138.

3.139.

3.140.
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3.141.

3.142.

3.143.

3.144.

3.145.

3.146. In terms of reporting, it is not clear how the timeframe for add-ons will operate as in practice. It is
likely that the reporting will be carried out within 3 to 4 months of the year end (or 3 to 4 weeks within
the quarter end) with add-ons imposed including the possibility of holding additional capital e.g. 6
months after the year end. This may cause confusion as companies are forced to report early or
alternatively the supervisory authorities enforcing a period which is almost expired.

3.147.

3.148.

3.149. We concur with this option but consider that further guidance is needed to fully understand the
requirements to be adhered to within the 6 month period.

3.150.

3.151.

3.152.

3.153.

3.154. Whilst we understand why a notional split between life and non-life undertakings is required, this may
result in a capital add-on being imposed inequitably within a group due to the approximations used in
the calculations. It may also result in enhanced reporting for undertakings increasing burden of
supervisory reporting.

3.155.

3.156.
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.157.

.158.

.159.

.160.

.161.

.162.

.163.

.164.

.165.

.166.

W W W www ww | w[wWw

.167.

Whilst we understand the importance of using comparable data from undertakings with similar risk
profile, it is important that the undertaking fully understands the reason for the capital add-on and is
given adequate time to respond to challenges from the supervisory authority.

.168.

.169.

.170.

171,

172.

See 3.167.

.173.

See 3.167.

.174.

See 3.167.

.175.

See 3.167.

W W W www\www

.176.
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177.

.178.

.179.

.180.

.181.

.182.

.183.

.184.

.185.

.186.

.187.

W W W Ww wwiwiww|w wlw

.188. Although we understand the requirement to have comparable data for historical purposes, it is
important that undertakings are not unduly burdened in providing such information.

.189.

.190.

.191.

.192.

.193.

.194.

.195.

W W ww wiw | w|w

.196. We would assume that as part of the internal model approval process, that supervisory authorities
would inform undertakings of design assumption methodologies and inadequacies as the regime
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matures.

3.197.

3.198.

3.199.

3.200.

3.201.

3.202.

3.203.

3.204.

3.205.

3.206.

3.207.

3.208.

3.209.

3.210.

3.211.

3.212.

3.213.

3.214.

3.215.

3.216.

3.217.
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3.218.

3.219.

3.220.

3.221.

3.222.

3.223.

3.224.

3.225.

3.226.

3.227.

3.228.

3.229.

We agree with option 3 as it is flexible and proposes some degree of harmonisation.

3.230.

3.231.

3.232.

See 3.135.

3.233.

It would be useful to have a consistently adopted process for follow-up of capital add-ons ensuring

responsibilities are clear for supervisory authorities and undertakings.

3.234.

3.235.

3.236.

3.237.

3.238.
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3.239.

3.240.

3.241.

3.242.

3.243.

3.244.

Allowing Member States discretion over the public disclosure over capital add-ons during the
transitional period will not support and uphold the level playing field. We would support a consistent
approach to disclosure of capital add-ons during the transitional period.

3.245.

3.246.

3.247.

3.248.

3.249.

3.250.

3.251.

3.252.

3.253.

3.254.

3.255.

3.256.

3.257.

3.258.

Template comments

15/20




Comments Template on CEIOPS-CP 57
Consultation Paper on the Draft L2 Capital Add-on

Deadline
11.09.2009
4 p.m. CET

3.259.

3.260.

3.261.

3.262.

3.263.

3.264.

3.265.

3.266.

3.267.

3.268.

3.269.

3.270.

3.271.

3.272.

3.273.

3.274.

3.275.

3.276.

3.277.

3.278.

3.279.
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3.280.

3.281.

3.282.

3.283.

3.284.

3.285.

3.286.

3.287.

3.288.

3.289.

3.290.

3.291.

3.292.

3.293.

3.294.

3.295.

3.296.

3.297.

4.1

4.2

4.3
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4.4

4.5

4.6

4.7

4.8

4.9

11

12

.13

.14

.15

.16

17

N N N L E

.18

4.20

4.21

4.22

4.23

4.24
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4.25

4.26

4.27

4.28

4.29

4.30

4.31

4.32

4.33

4.34

4.35

4.36

4.37

4.38

4.39

4.40

4.41

4.42

5.1

5.2

We support the need to develop common practices in terms of capital add-ons particularly in the early
years of implementation of Solvency II.

5.3
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5.4

5.5
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