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Reference Comment Resolution

General Comment . . . .. . _—
We emphasize our commitment to implement Sol Il recognizing that it is more sophisticated than

Sol I. We advise again to consider that the more descriptive the requirements are, the less room is
left to the application of the Proportionality Principle because NCAs will implement even more
tough and challenging rules which may reduce the opportunity and ability to apply guidelines in
an appropriate way. EIOPA should determine haircuts to avoid a competition between the NCAs
with the potential consequence of a flight to arbitrage advantages by choosing the “perfect” NCA.

Captives are simple structures and therfore there is a limited number of persons involved in their
daily management as well as in their strategic decision-making processes. This is consistent with
the needs and the risks inherent to their middle/long term business issues and day-to-day
operations.

Solvency Il in general and Pillar 2 in particular provides captives with the opportunity to formalize
and develop their organizational structure and daily operations, thus enhancing their existing
controls.

A key function, a control measure, and a report whether adressed to internal or external
stakeholders, must be justified by the scale and complexity of the business. The materiality of the
overall goverance structure must be aligned with the materiality of the business.
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This also applies when considering the cumulation of functions by one single person or entity.
Simple structures and businesses leave indeed very limited space for uncertainties and
unconsidered actions enabling a single person or entity to adress several issues in a coherent and
robust way. The need to manage conflicts of interest is an important general point in relation to
all governance roles, functions and activities but this should not lead to exaggerations

Comments on the ORSA for captives

As per governance issues, although we understand the necessity to adress risk issues in a
qualitative and quantitative manner over a certain period of time, one shall preserve the
possibility for captives to treat qualitative and quantitative aspects of their risks in a way that is
adapted to their culture and business. This means avoiding the imposition of strong and wide
requirements at an European level. Based on the principle of proportionality and the inherent
major differences between the types of undertakings on the insurance and reinsurance markets
(from single-risk captives to multinational and higly-diversified insurance companies), the ORSA
shall cover a wide range of approaches. And questioning the relevancy of the ORSA shall focus
more on the quality of the justification than on the complexity of the chosen approach. This
would both encourage all undertakings to play an active role in the implementation of the
Directive and enable them to define along with local regulators a coherent and flexible model
whose materiality is - once again - adjusted to the materiality of their respective business.
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Introduction General
Comment

1.1

1.2

1.3

1.4

1.5

1.6

1.7 Deadline consulation paper : June 19,2013

' Deadline definitive document : end of 2013

If the National competent authorities have to put in place the guidelines as set out in this
document from the 1* January 2014, it is not possible for the undertakings to be compliant
starting from the same date. Undertakings shall thus be able to comply with these preparatory
guidelines in a progressive manner, keeping in mind the expected date of Solvency Il full entry
into force.

1.8
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1.9

1.10

1.11

1.12

Section I. General
Comments

1.13

1.14

1.15

Section II. General
Comments

Chapter I General
Comments

1.16

1.17

1.18

1.19
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1.20
1.21 Small, medium size re-/insurers and captives should be allowed to assign more than one key
' function (other than internal audit) to one individual based on the Principle of Proportionality
1.22
1.23 In the explanatory text EIOPA may clarify that it is not necessary that there be two executives, for
' example in the case of captive undertakings, one of the parties to decisions may be a non-
executive director.
1.24
1.25
1.26
1.27
1.28 Could you confirm that all policies required as part of the system of governance could be
' consolidated into one global governance document, as long as they address each topic required
by the Directive?
1.29
1.30 Where the mangement of the undertaking is outsourced, it can also outsource contingency

planning to its service provider provided it checks and approves the plan. For captives and
smaller undertakings a proportionate approach to contingency planning must be accepted.

Chapter II General
Comments
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Given the large variety of experiences, qualifications, and in the end profiles which could attest a

1.31
sufficient level of knowledge in the required fields as well as the width of the fields themselves,
proofs of knowledge to be provided to the regulator should not be limited in type or format (CV,
training certification, interventions of experts, seminars...). This is particularly important for fields
of knowledge such as “e) regulatory framework and requirements”.

1.32

1.33

1.34

1.35

1.36 For captives which are members of industrial, commercial or financial institution groups, this

guideline may not be workable as stated (because outsourcing may be managed at a group level).

Chapter III General
Comments

1.37

1.38

1.39

1.40

With regards to risk categories: could the undertaking define its own risk categories, ensuring that
all areas mentioned in Article 44 of Solvency Il (underwriting and reserving, asset-liability
management, investment, liquidity and concentration, operational risk, reinsurance and other risk
mitigation techniques) are properly covered?
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1.41
1.42
1.43
1.44
1.45 An automated and complex database for incident collecting and monitoring is disproportionate
' for small undertakings. Instead could such organisations use a declaratory table, filled by
operational employees on an ongoing basis, supervised by the risk management function —as a
“system for collecting and monitoring operational risk events”?
1.46
1.47
1.48
1.49 a) The application of the asset —liability management in currency: is it by main currency zone or by
local currency?
1.50
1.51
Chapter IV General
Comments
1.52
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1.53 How could “does not solely depend on the information provided by (...)” be understood for small
undertakings? Setting up an “own” assessment methodology for the credit / investment risk
isisproportionate for such organisations. If a small undertaking implements an investment
committee, consisting of persons with sufficient financial skills and knowledge, who challenge the
information provided by third parties; would this system be considered as compliant with EIOPA’s
requirement on this topic?
1.54
1.55
1.56
1.57
1.58
1.59
1.60
1.61
1.62
1.63
Chapter V General
Comments
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1.64

1.65

1.66

Chapter VI General
Comments

1.67

1.68

1.69

Chapter VII General
Comments

1.70

1.71

1.72

1.73

1.74

1.75

1.76
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Chapter VIII General

Comments

1.77

1.78

1.79 Presently, the actuary is only required to calculate the IBNR and the SCR for reinsurance
undertakings. Technical provisions are first calculated by the cedant — based on their own expertise
in the matter - and provided to reinsurance undertakings. Given that the initial provisions have
already been calculated and certified by an actuary in compliance with Sll requirements within the
cedantes, it is excessive to replicate these controls at the reinsurance level. Is it thus necessary for
the actuary of the reinsurance undertaking to re-control these technical provisions?

1.80

1.81

1.82

1.83

1.84 Could you detail further what you consider as a “material deviation” between projection and real?

1.85

1.86

1.87
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Chapter IX General
Comments

1.88

1.89

1.90

1.91

Section III1. General
Comments

1.92

1.93

1.94

1.95

1.96

1.97

1.98

1.99

Compliance and
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Reporting Rules General
Comments

1.100

1.101

1.102

1.103

Impact Assessment -
General Coments

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12
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2.13

2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22

2.23

2.24

2.25

2.26

2.27

2.28

2.29

2.30

2.31

2.32
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2.33

2.34

2.35

2.36

2.37

2.38

2.39

2.40

2.41

2.42

2.43

2.44

2.45

2.46

2.47

2.48

2.49

2.50

2.51

2.52
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2.53

2.54

2.55

2.56

2.57

2.58

2.59

2.60

2.61

2.62

2.63

2.64

2.65

2.66

2.67

2.68

2.69

2.70
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