[image: image2.jpg]2013

EUROPEAN I INSURANCE
AND OCCLIPATIONALI PENSIONS AUTHORITY






	
	Summary of Comments on Consultation Paper 09 -  EIOPA-CP-009/2011
CP No. 009-SII Reporting - Quantitative Reporting - MCR
	04 July 2012

	EIOPA would like to thank Afa Sjukförsäkring, AFA Trygghetsförsäkring, AFA Livförsäkring, Audit&Consulting Services – Poland, AM Best, AMICE, ANIA Reinsurance Working Group, Association of British Insurers (ABI), Association of Financial Mutuals (AFM), AXERIA PREVOYANCE – AXERIA IARD – SOLUCIA, Barnett Waddingham, BVI Bundesverband Investment and Asset Management, Insurers Europe (CEA), CFO Forum & CRO Forum, Crédit Agricole Assurances, CTIP (the French Paritarian Institution), Czech Insurers Association, Danish Insurance Association, Deloitte Touche Tohmatsu, European Captive Insurance and Reinsurance Owners, Federation of Finnish Financial Services, FEE, FNMF - Fédération Nationale de la Mutualité, Foyer S.A., German Insurance Association (GDV), Groupe Consultatif, HSBC Securities Services, ICMA Asset Management and Investors Council, ILAG, ING Group Data modelling team, Investment Management Association (IMA), If P&C, Institut des Actuaires, JP Morgan, KPMG, Lloyd’s, NFU Mutual, Paul Figg (individual, actuary), PwC, Royal London Group, RSA Insurance Group plc, State Street Corporation, The Alternative Investment Management Association Ltd (AIMA), The Directorate General Statistics (DG-S) of the ECB, The International Group of P&I Clubs, The Phoenix Group, Thomas Miller & Co Ltd, UNESPA – Association of Spanish Insurers and XL Group plc

The numbering of the paragraphs refers to Consultation Paper No. 09 (EIOPA-CP-009/2011)


	No.
	Name
	Reference


	Comment
	Resolution

	1.
	German Insurance Association (GDV)
	MCR – B4A & B4B  – Frequency
	Please refer to MCR - B4A & B4B  – Frequency.


	Noted

	3.
	The Directorate General Statistics (DG-S) of the E
	MCR – B4A & B4B  – Frequency
	Please refer to OF - B1A & B1Q – Frequency
	Noted

	4.
	German Insurance Association (GDV)
	MCR – B4A & B4B – Costs
	We agree with EIOPA that the costs should be limited as undertakings are required to calculate and report MCR on quarterly basis. 

The GDV welcomes EIOPA’s decision to accept in principle  the use of simplified methods for quarterly calculation of technical provisions.  This issue will be discussed in more detail under the section for Technical Provisions.  


	Noted

	5.
	RSA Insurance Group plc
	MCR – B4A & B4B – Costs
	We note that the scope/content of simplification techniques such as the use of roll-forward technical provisions figures is still “to be discussed”. We request that this be resolved as soon as possible as such decisions are likely to affect the work we do significantly.
	Noted. TP simplifications are a subject for actuarial guidelines rather than reporting template logs.


	6.
	European Captive Insurance and Reinsurance Owners 
	MCR – B4A & B4B – Disclosure
	We object to public disclosure of this document for captives  as this would release sensitive competitive information.   Captives  are  seeking  exemption from disclosure under article 53 (1).
	Noted.

	7.
	German Insurance Association (GDV)
	MCR – B4A & B4B – Disclosure
	The GDV believes that some of the information, for example on capital add-ons, may be sensitive for public disclosure, however non-disclosure of this information would not provide an accurate reflection of the MCR/SCR. We query how undertakings should report in the case their member state uses the option to not require disclosure of capital add-ons.  


	Agreed. MCR template was adapted. 

	8.
	RSA Insurance Group plc
	MCR – B4A & B4B – Disclosure
	We believe there should be no public disclosure of capital add-ons, at least not during the transitional period referred to in Article 51 of the Directive, due to sensitivity and the fact that a number of factors could lie at their source.
	Agreed, see comment 7.

	9.
	The Phoenix Group
	MCR – B4A & B4B – Disclosure
	EIOPA indicated that quarterly and annual templates should be subject to public disclosure.  Would this result in the MCR being calculated 5 times per year?  4 for quarterly reporting purposes and 1 for annual reporting purposes?  Should we propose that only quarterly templates are reported and disclosed?


	Disclosure is only annual. 

As for reporting in fact there are 4 quarterly reporting’s and one annual reporting. 

	10.
	AMICE
	MCR – B4A & B4B – General
	We reiterate the need for more guidance on how to split the composite and non-composite business. In particular members wonder whether a non-life company managing annuities should be considered as a composite.

More guidance is also needed on where annuities related to non-life contracts should be placed. A simpler layout, perhaps setting out the input (which is in turn linked to another template for automatic cross-validation), the factor applied and the result, the sum of such results being the MCR, would be easier for supervisory review and –more importantly – will aid management oversight and approval. As currently proposed, this form will not assist management  Supervision.


	To clarify:  Composites are those undertakings that have been authorised as composites under L1 Article 73(2) or (5). Non-life annuities should be reported in B4A cell B22 (for a non-life undertaking) or in B4B cell D22 (for a composite undertaking)
Disagree. The present layout is rather simple. Inclusion of the factors would entail the need of a revised ITS whenever there is a change in the calibration.
The templates have been updated to include formulas, where relevant and practicable

	11.
	Czech Insurers Association
	MCR – B4A & B4B – General
	MCR results could be calculated by formula instead of manual input.
	Inclusion of the factors would entail the need of a revised ITS whenever there is a change in the calibration. Therefore the linear MCR cannot be automatically calculated. A27-A31 in MCR B4A and MCR B4B and B34-B39 abd C34-C39 in MCR B4B could be automatically calculated The templates have been updated to include formulas, where relevant and practicable

	12.
	Deloitte Touche Tohmatsu
	MCR – B4A & B4B – General
	It is not completly clear reading the summary document whether undertakings on internal models and requested to additionally provide SCR using standard formula should :

-
Refer to IM SCR to calculate the cap/floor ;
-
Refer to SF SCR to calculate the cap/floor ;
-
Report this template twice, one using IM SCR and one using SF SCR. 

Same comment repeated on specific cell [MCR – B4A & B4B A25]
	To clarify in LOG: undertakings on internal models should refer to IM SCR, except where under L1 Article 129(3) the national supervisor requires standard formula reference

	13.
	Federation of Finnish Financial Services
	MCR – B4A & B4B – General
	It is currently unclear where annuities related to non-life contracts should be reported. B22?
	To clarify:  Non-life annuities should be reported in B4A cell B22 (for a non-life undertaking) or in B4B cell D22 (for a composite undertaking)

	14.
	German Insurance Association (GDV)
	MCR – B4A & B4B – General
	MCR - B4A

Article 129 of Level 1 foresees quarterly calculation and reporting of the MCR, we believe that this template reflects what will be required under Solvency II. 

It will be essential to develop processes to ensure that reporting has a means of verifying that the reports tie back to each other. Creating a mechanism for making sure reports tie back and link correctly will be important if the templates are going to meet regulatory and undertaking needs. 

Consistency of segmentation for reporting purposes with Level 2 and Level 1 should be sought. 

We believe the MCR templates would benefit from a simplier layout for example,  it is currently unclear where annuities related to non-life contracts should be reported. A simpler layout, perhaps setting out the input (which is in turn linked to another template for automatic cross-validation), the factor applied and the result, the sum of such results being the MCR, would be easier for supervisory review. This would also aid management oversight and approval. 

MCR - B4B

For general comments on MCR templates, please refer to feedback on template MCR – B4A above. 

If not specified, the same changes as identified for the MCR-B4A template apply to the MCR- B4B template
	Noted
See also comment 13.

Noted

Please refer to answers to comments 10 & 13.

	
	
	
	
	

	15.
	Institut des Actuaires
	MCR – B4A & B4B – General
	As the MCR is based on SCR calculation, we would like to stress, from an actuarial point of view, the complexity to calculate a best estimate or a SCR (collecting the data, analyze it, produce model points, have several runs, analyze the results…). Clarity would therefore be welcome on the acceptability of simplification methods to calculate technical provisions and SCR for quarterly reporting, especially more so in the context of EIOPA’s consultation EIOPA-CP-11/011 on the Proposal for QRT for Financial Stability Purpose.

6.
Usually statutory reporting is only produced on an annual basis. It means that quarterly communications for supervisors will not rely on data which entered an audited accounting process and which entered a full balance sheet approach with a decision of the AMSB.

7.
The period let to the production of the template are shorter than for the annual templates. Solvency 2 calculations needs somehow stochastics calculations, for which we need more times to produce the numbers.

8.
Expectations about the diligence for quarterly should be lower because of 1 and 2

9.
Therefore guidelines should be produced to limit the expectations of the supervisor. These guidelines could say that the quaterly reporting doesn’t go the ASMB body and that proxies may be used and that calculations may be based, for some assumptions and some datas on the previous annual inventory.

10.
It would also help to avoid to highlight the differences between quaterly 4 and annual reporting due to a too short time of production.

Therefore, disclosing quaterly templates doesn’t seem accurate.

We also would like to stress the reconciliation problem for the Q4 reporting, that will be based on estimates and that will be difficult to compare with complete annual calculation. Therefore, we think that the full Q4 reporting is not necessary. We remind that if there were a big issue to be reported promptly, this could be done in the framework of the pillar 2 and ORSA.


	See comment 2

.
Noted
The deadlines for submission of quarterly reporting will follow Implementing Measures
Disclosure is only annual. 
On the reconciliation problem: Disagree. EIOPA’s interpretation of the L2 text is that Q4 could be a separate report from the annual templates. In this case it is. 

	16.
	Lloyd’s
	MCR – B4A & B4B – General
	We welcome EIOPA’s proposal to allow the use of estimates in the calculation of the quarterly MCR i.e. in terms of technical provisions and written premiums.  However, further guidance would be appreciated on the level of estimates that will be acceptable. Given that an assessment of  the SCR will be needed on a quarterly basis for the purpose of  calculation of the corridor used in the MCR calculation, we propose that further guidance should be provided and in particular in the calculation of the Q4 MCR. Q4 MCR will be reported in the following year, for example, Q4  2014 MCR will be reported  8 weeks after the end of 2014 and by this time, the 2015 SCR will be known. Should the 2014 SCR still be used in the calculation of the Q4 2014 MCR or should the new known SCR  i.e. 2015 be used ?
	Noted. TP simplifications are a subject for actuarial guidelines rather than reporting template logs. 
.

	17.
	RSA Insurance Group plc
	MCR – B4A & B4B – General
	A simpler layout, perhaps setting out the input (which is in turn linked to another template for automatic cross-validation), the factor applied and the result, the sum of such results being the MCR, would be easier for management review.
	The templates have been updated to include formulas, where relevant and practicable Disagree. The present layout is rather simple. Inclusion of the factors would entail the need of a revised ITS whenever there is a change in the calibration.

	18.
	The Directorate General Statistics (DG-S) of the E
	MCR – B4A & B4B – General
	Please refer to OF - B1A & B1Q – General
	Noted

	19.
	German Insurance Association (GDV)
	MCR – B4A & B4B – Groups
	
	

	20.
	The Directorate General Statistics (DG-S) of the E
	MCR – B4A & B4B – Groups
	Please refer to OF - B1A & B1Q – Groups
	Noted


	21.
	KPMG
	MCR – B4A & B4B – Purpose
	It is not clear why there needs to be two separate forms for the MCR – the calculations for composites and non-composites are the same with the exception of the method used to combine the life and non-life portions of the MCR; this could simply be added to MCR – B4A and hence MCR – B4B could be removed
	Disagree. The present split follows the structure of L2. True that all MCR information could be included in a single template but that would be prone to more confusion

	22.
	RSA Insurance Group plc
	MCR – B4A & B4B – Purpose
	We have taken the view that undertakings with annuities resulting from non-life obligations are not regarded as composites and therefore do not complete form B4B –this needs to be confirmed. We certainly do not see what extra value there is to be had by asking such undertakings to complete B4B instead.
	Agree. To clarify:  Composites are those undertakings that have been authorised as composites under L1 Article 73(2) or (5). Non-life annuities should be reported in B4A cell B22 (for a non-life undertaking) or in B4B cell D22 (for a composite undertaking)

	23.
	Crédit Agricole Assurances
	MCR – B4A- cell A24
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	24.
	Crédit Agricole Assurances
	MCR – B4A- cell A25
	Why isn’t this cell provided by calculation (like in the other sheets)?
	This is SCR and undertakings should report the latest calculation, which may not have been reported (submission of SCR templates in to required on quarterly basis). 



	25.
	Deloitte Touche Tohmatsu
	MCR – B4A- cell A25
	It is not completly clear reading the summary document whether undertakings on internal models and requested to additionally provide SCR using standard formula should :

-
Refer to IM SCR to calculate the cap/floor ;
-
Refer to SF SCR to calculate the cap/floor ;
-
Report this template twice, one using IM SCR and one using SF SCR. 


	To clarify in LOG: undertakings on internal models should refer to IM SCR, except where under L1 Article 129(3) the national supervisor requires standard formula reference

	26.
	RSA Insurance Group plc
	MCR – B4A- cell A26
	We believe this should not be disclosed, at least not during the transitional period referred to in Article 51 of the Directive, as such information is highly sensitive.
	Agreed. See comment 6.

	27.
	AMICE
	MCR – B4A- cell A27
	MCR Cap 

The LOG document should make clearer that the CAP on the MCR should be based on the latest annual or recalculated SCR without add-on. We acknowledge that this could be a Level 2 issue.
	The LOG document states that the capital add-on is included in the cap calculations (which is in accordance with the level 2 text)

	28.
	Crédit Agricole Assurances
	MCR – B4A- cell A27
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17
The templates have been updated to include formulas, where relevant and practicable

	29.
	AMICE
	MCR – B4A- cell A28
	MCR Floor 

The LOG document should make clearer that the FLOOR on the MCR should be based on the latest annual or recalculated SCR without add-on.
	The LOG document states that the capital add-on is included in the floor calculations (which is in accordance with the level 2 text)

	30.
	Crédit Agricole Assurances
	MCR – B4A- cell A28
	Why isn’t this cell provided by calculation (like in the other sheets)?
	Formula introduced



	31.
	Crédit Agricole Assurances
	MCR – B4A- cell A29
	Why isn’t this cell provided by calculation (like in the other sheets)?
	Cell 29 should be entered, this is absolute floor of MCR as prescribed in the S2 Directive

	32.
	Crédit Agricole Assurances
	MCR – B4A- cell A31
	Why isn’t this cell provided by calculation (like in the other sheets)?
	 Now A30. Formula introduced.

	33.
	AMICE
	MCR – B4A- cell B22
	Should annuities related to non-life contracts be placed into this cell?
	To clarify:  Non-life annuities should be reported in B4A cell B22 (for a non-life undertaking) or in B4B cell D22 (for a composite undertaking)

	34.
	German Insurance Association (GDV)
	MCR – B4A- cell C2
	Further guidance should be provided regarding meaning of written premiums. The definition provided in the LOG is that written premiums should be defined as all amounts due during the financial year in respect of insurance contracts regardless of the fact that such amounts may relate in whole or in part to a later financial year. What is not clear is whether this should take into consideration the undertaking’s credit arrangements i.e. should this include premiums from contracts entered into in the financial year regardless of whether they are not due because of insurer allowing a credit period to the insured? Also, how should premiums paid in instalments be treated?
	Noted. For the definition of written premiums, please refer to L2 Article 1bis(11). We do not consider it to be in the scope of this technical standard to resolve interpretation issues around written premiums beyond this definition.

	35.
	Lloyd’s
	MCR – B4A- cell C2
	This comment applies to cells C2 – C17.

Further guidance should be provided as to the definition of written premium. It is not clear whether undertakings should consider their credit arrangements when determining written premium. 

We propose that the definition of written premiums should be as follows:

“Premiums due from the insurance contracts written in the financial year regardless of the fact that such amounts may relate in whole or in part to a later financial year.” 

This means that premiums relating to contracts incepting in the financial year being reported that were written in the previous financial year will not be included, but premiums written in the current financial year but relating to the following financial year (unincepted premiums) will be included.


	See comment 34.

	36.
	Thomas Miller & Co Ltd
	MCR – B4A- cell C2
	A more in depth explanation of net written premium would be helpful.  Will net written premiums correspondd to net written premium used in the stat accounts  (ie premium written and incepted during the period)or does net written premium include Solvency II items such as premiums for contracts that have been bound, but for which the coverage period have not incepted.
	See comment 34.

	37.
	Royal London Group
	MCR – B4A- cell C23
	Cell C23 should include a reference to health business in the label, otherwise the sum at risk will be excluded

Cell 23 refers to a floor of zero in the LOG description.  The wording should be clarified to say that the floor applies to each contract, not to the result of a global calculation.  This is a different floor to that which applies to each of the net BELs shown.  
	Disagree. The label uses the term "life obligations" like L2 i.e. it is to include health SLT obligations
Agree. To update LOG description for consistency with L2 definitions

	38.
	Crédit Agricole Assurances
	MCR – B4B- cell A24
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	39.
	Crédit Agricole Assurances
	MCR – B4B- cell A25
	Why isn’t this cell provided by calculation (like in the other sheets)?
	This is SCR and undertakings should report the latest calculation, which may not have been reported


	40.
	Deloitte Touche Tohmatsu
	MCR – B4B- cell A25
	It is not completly clear reading the summary document whether undertakings on internal models and requested to additionally provide SCR using standard formula should :

-
Refer to IM SCR to calculate the cap/floor ;
-
Refer to SF SCR to calculate the cap/floor ;
-
Report this template twice, one using IM SCR and one using SF SCR. 


	To clarify in LOG: undertakings on internal models should refer to IM SCR, except where under L1 Article 129(3) the national supervisor requires standard formula reference

	41.
	Crédit Agricole Assurances
	MCR – B4B- cell A27
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable

	42.
	Crédit Agricole Assurances
	MCR – B4B- cell A28
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable

	43.
	Crédit Agricole Assurances
	MCR – B4B- cell A29
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable

	44.
	Crédit Agricole Assurances
	MCR – B4B- cell A31
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable

	45.
	Crédit Agricole Assurances
	MCR – B4B- cell B32
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable 
Inclusion of the factors would entail the need of a revised ITS whenever there is a change in the calibration


	46.
	Crédit Agricole Assurances
	MCR – B4B- cell B33
	Why isn’t this cell provided by calculation (like in the other sheets)?
	This is SCR and undertakings should report the latest calculation, which may not have been reported

	47.
	AMICE
	MCR – B4B- cell B35
	MCR Cap 

The LOG document should make clearer that the CAP on the MCR should be based on the latest annual or recalculated SCR without add-on.
	The LOG document states that the capital add-on is included in the cap calculations (which is in accordance with the level 2 text)

	48.
	Crédit Agricole Assurances
	MCR – B4B- cell B35
	Why isn’t this cell provided by calculation (like in the other sheets)?
	The templates have been updated to include formulas, where relevant and practicable

	49.
	AMICE
	MCR – B4B- cell B36
	MCR Floor 

The LOG document should make clearer that the FLOOR on the MCR should be based on the latest annual or recalculated SCR without add-on.
	The LOG document states that the capital add-on is included in the floor calculations (which is in accordance with the level 2 text)

	50.
	Crédit Agricole Assurances
	MCR – B4B- cell B36
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	51.
	Crédit Agricole Assurances
	MCR – B4B- cell B37
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	52.
	Crédit Agricole Assurances
	MCR – B4B- cell B39
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	53.
	Crédit Agricole Assurances
	MCR – B4B- cell C32
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	54.
	Crédit Agricole Assurances
	MCR – B4B- cell C33
	Why isn’t this cell provided by calculation (like in the other sheets)?
	This is SCR and undertakings should report the latest calculation, which may not have been reported

	55.
	AMICE
	MCR – B4B- cell C35
	See comment above.
	Noted

	56.
	Crédit Agricole Assurances
	MCR – B4B- cell C35
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	57.
	AMICE
	MCR – B4B- cell C36
	See comment above.
	Noted

	58.
	Crédit Agricole Assurances
	MCR – B4B- cell C36
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	59.
	Crédit Agricole Assurances
	MCR – B4B- cell C37
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	60.
	Crédit Agricole Assurances
	MCR – B4B- cell C39
	Why isn’t this cell provided by calculation (like in the other sheets)?
	See response to comment 17


	61.
	CEA
	MCR-B4A & B4B – Costs
	We agree with EIOPA that the costs should be limited as undertakings are required to calculate and report MCR on quarterly basis. 


	Noted

	62.
	CEA
	MCR-B4A & B4B – General 
	MCR-B4A

Article 129 of Level 1 foresees quarterly calculation and reporting of the MCR, we believe that this template reflects what will be required under Solvency II. 

It will be essential to develop processes to ensure that reporting has a means of verifying that the reports tie back to each other. Creating a mechanism for making sure reports tie back and link correctly will be important if the templates are going to meet regulatory and undertaking needs. 

We believe the MCR templates would benefit from a simpler layout for example,  it is currently unclear where annuities related to non-life contracts should be reported. A simpler layout, perhaps setting out the input (which is in turn linked to another template for automatic cross-validation), the factor applied and the result, the sum of such results being the MCR, would be easier for supervisory review. This would also aid  management oversight and approval. 

MCR-B4B

For general comments on MCR templates, please refer to feedback on template MCR – B4A above. 

If not specified, the same changes as identified for the MCR-B4A template apply to the MCR- B4B template.


	Noted
See comments 13. And 14.

	63.
	CEA
	MCR-B4A & B4B – Groups
	
	

	64.
	CEA
	MCR-B4A & B4B-Disclosure
	It is our understanding that these templates would be disclosed in the SFCR which will be published by default on an annual basis. Please refer to our general comments on Q4 reporting.

We query how undertakings should report in the case their member state uses the option to not require disclosure of capital add-ons under Article 51(2) of the framework directive.  


	See comment 6.

	65.
	CEA
	MCR-B4A- cell C2
	Further guidance should be provided regarding meaning of written premiums. The definition provided in the LOG is that written premiums should be defined as “all amounts due during the financial year in respect of insurance contracts regardless of the fact that such amounts may relate in whole or in part to a later financial year”. 

What is not clear is whether this should take into consideration the undertaking’s credit arrangements i.e. should this include premiums from contracts entered into in the financial year regardless of whether they or not they are due, the insurer may have allowed a credit period to the insured. Also, how should premiums paid in instalments be treated?

We propose that the definition of written premiums should be as follows:

“Premiums due from the insurance contracts written in the financial year regardless of the fact that such amounts may relate in whole or in part to a later financial year.”
This comment applies to MCR – B4A – cells E2 – E17 and cells G2-G17.


	Noted. For the definition of written premiums, please refer to L2. We do not consider it to be in the scope of this technical standard to resolve interpretation issues around written premiums beyond this definition.
Disagree, in view of definition in L2 

	66.
	CEA
	MCR-B4B- cell E2
	Please refer to MCR – B4A cell C2.


	Noted

	67.
	CEA
	MCR-B4B- cell G2
	Please refer to MCR – B4A cells C2.


	Noted
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