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Reference Comment
General GNAIE would like to thank EIOPA for this opportunity to provide feedback on the EIOPA Draft Report-
Comment

Equivalence Assessment of the Bermuda supervisory system in relation to articles 172, 227 and 260 of the
Solvency Il Directive. GNAIE is an association of North American Insurance companies and includes
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companies which are headquartered in and underwrite premiums from Bermuda. We believe that the
Bermuda market is vitally important in the global reinsurance market and that it is appropriate that
Bermuda be considered in the first wave of equivalence assessments.

GNAIE was pleased to note EIOPA’s advice is that Bermuda meets the criteria set out in EIOPA’s
methodology for equivalence assessments under Solvency Il with respect to Articles 172 and 227 for
Classes 3A, 3B and 4 (the commercial sector) and Article 260 for groups with certain caveats.

We were, however, surprised at the level of detail in the assessment given the statements in CP 82
indicates that the equivalence review of third countries would be “a flexible process based on principles
and objectives.” We would have expected that the focus of this review would have been more principles
based and assessed on regulatory outcomes. We strongly recommend a reconsideration of the EIOPA
review in this light.
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The report indicates that EIOPA cannot positively conclude on the current valuation framework “given the
variety of different valuation standards available or on the proposed valuation standards, and given the
material uncertainties which remain around the economic balance sheet framework being developed.”
GNAIE agrees that there are many valid valuation methodologies used within the context of an economic
balance sheet valuation other than what is articulated in the Solvency Il Directive. The IAIS, in the
development of ICP 14 on Valuation, struggled with this issue for years and is still working on revisions.
EIOPA in CP 82 refers to compatibility with IFRS, but even The International Accounting Standards Board is
also struggling with the process for developing the correct valuation method for insurance liabilities.

This is one area in which a principles approach seem to be the appropriate benchmark the equivalence
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review. The issue is whether the selected valuation method guarantees policyholder protection by
ensuring that there are sufficient resources to meet the liabilities, looks at both the assets and the
liabilities of the enterprise, is responsive to changes in the market and captures all the risks. These are the
principles upon which Solvency Il was based. Even though the Bermuda system is evolving in its details, as
is Solvency Il, it would seem that the objectives and approach of both systems are clear and compatible.
We believe that on further examination, the BMA is establishing a system which meets these criteria and
we would suggest a more positive assessment be given to the economic valuation approach being
developed in Bermuda.
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See paragraph 44.
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