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General Comments

The overall disclosure requirements in the directive should be implemented such that the burdens are not disproportionate and due consideration is given to the cost-benefit analysis. 

The level of detail here could be such that the production cost of such disclosures would be outweighed by the marginal, if any, benefit they provide to the intended audience of the report. We would therefore encourage the Commission to take a pragmatic view when determining the level of disclosure for the SFCR report and to make clear distinctions with supervisory disclosures.

Members believe that that proposed level of disclosure is excessive, not just in terms of the content, but also in the granularity requested.

It is not clear why, in addition to solvency ratios and the Solvency II balance sheet, detailed public disclosure is deemed necessary for risk reporting. We see no basis for this in the Level 1 text. In our view, the implementing measures should define more concretely the information required in Article 51 of the Level 1 text, but should not add items such as those related to “remuneration” and the “external environment”.

We request a clear distinction between the disclosure required for supervisory purposes and that required for the SFCR report.

The SFCR contains a lot of information already available in the annual report. Members are concerned about the duplication of reporting requirements and so propose that the SFCR becomes an annex of the annual report and furthermore that links between disclosures are allowed. 

Requirements to report profit and loss figures on the Solvency II balance sheet, based on adjusted figures from the annual report would be complex and burdensome, particularly if deviations between the two need to be explained, and we question what additional value this would add. 
It needs to be ensured that no commercially sensitive information is required to be disclosed. In particular information on internal models could be highly relevant for competitiveness.
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DRAFT COMMISSION DOCUMENT ON 
PUBLIC DISCLOSURE BY INSURANCE AND REINSURANCE UNDERTAKINGS UNDER THE SOLVENCY II FRAMEWORK DIRECTIVE

Important note: This document is a working document of the Commission services for discussion. 

It does not purport to represent or pre-judge the formal proposals of the Commission
Having regard to the Treaty (…),

Having regard to the Framework Directive (…), and in particular Articles 56 and 256(4) thereof,

Whereas:

(1) Insurance and reinsurance undertakings are required by the Framework Directive to disclose publicly essential 
information on their solvency and financial condition. Detailed and harmonised requirements regulating the information which must be disclosed and the means by which this is to be achieved are appropriate so as to ensure equivalent market conditions and the smooth operation of insurance and reinsurance markets throughout the Union, and to facilitate the effective integration of those markets. 
(2) The information which insurance and reinsurance undertakings disclose publicly on their solvency and financial condition should be proportionate to the nature, scale and complexity of their business, and in particular to the risks inherent in that business.  The requirements set out in the present Regulation should not lead insurance and reinsurance undertakings to disclose any information which would not be relevant to their business.  The information to be disclosed in the solvency and financial condition report should be presented either in full or by way of references to equivalent information, both in nature and scope, disclosed publicly under other legal or regulatory requirements
.
(3) The information to be disclosed in the solvency and financial condition report should be considered as material if its omission or misstatement could influence the economic decisions that users make on the basis of that document. Materiality depends on the size and nature of the omission or misstatement judged in the surrounding circumstances.

(4) The Framework Directive requires participating insurance and reinsurance undertakings or insurance holding companies to disclose publicly information on the solvency and financial condition at the level of the group. That Directive also allows them to provide a single solvency and financial condition report comprising both that information and the solvency and financial condition information required in relation to any of their subsidiaries. Overall, this regime aims to ensure that the interested stakeholders are properly informed about the solvency and financial condition of insurance and reinsurance groups, while at the same time reducing to the extent appropriate the related burden for such groups.  In this context, it is necessary to harmonise the requirements applicable to public disclosure by insurance and reinsurance groups, whether or not such groups make use of the option to provide a single solvency and financial condition report.
TITLE S
INSURANCE AND REINSURANCE UNDERTAKINGS
CHAPTER PD
PUBLIC DISCLOSURE
SECTION 1

SOLVENCY AND FINANCIAL CONDITION REPORT: STRUCTURE AND CONTENTS

Article PDS1

(Art. 51 (1) of the Framework Directive)

Principles

[materiality principle: In analogy to the definition of materiality in accounting it is assumed that information is material if its omission or misstatement could influence the economic decisions of users taken on the basis of the solvency and financial condition report. Users in this supervisory context should be read including policyholders.]

[proportionality principle]

[material changes to previous year to be reported]

[stability of methods used]
Structure and format
The annual solvency and financial condition report shall follow the structure set out in Annex PDI and disclose in a coherent and informative manner the information referred to in Articles PDS3 to PDS8 taking into account that the report contain the information required in full or by way of references to equivalent information, both in nature and scope, disclosed publicly under other or regulatory requirements, e. g. in the annual report for accounting purposes..  

The report shall contain information in narrative form supplemented, where appropriate, with quantitative templates.

Article PDS2
(Art. 51 (1) of the Framework Directive)

Summary

The solvency and financial condition report shall include a concise and easily understandable non technical summary, aimed specifically at policyholders.

The summary shall in particular highlight clearly any material changes that have occurred in the undertaking’s business and performance, system of governance, risk profile, valuation for solvency purposes and capital management over the year.

Article PDS3

(Art. 51 (1) (a) of the Framework Directive)

Business, external environment and performance

1. The following information shall be disclosed by insurance and reinsurance undertakings regarding their business and performance external environment
:

(a) The name and legal form of the insurance or reinsurance undertaking;

(b) A description of the undertaking’s ownership;

(c) The undertaking’s material lines of business and material geographical areas 
where it writes business (specifically highlighting any material changes over the year);

(d) Any significant business or external events that have occurred over the year that have had a material impact on the undertaking;

(e) The main trends and factors that have contributed to the development, performance and position of the undertaking over the year
.
2. The following information shall be disclosed by insurance and reinsurance undertakings regarding the performance of the undertaking 
with a split in from their underwriting and investment activities if possible 
over the year and compared to the prior year, as measured in those undertakings’ financial statements:

(f) A description of the undertaking’s underwriting performance by material line of business and material geographical area
;

3. The following information shall be disclosed by insurance and reinsurance undertakings regarding the performance from their investment activities over the year and compared to the prior year, as measured in those undertakings’ financial statements: 

(g) Information on income or losses from A description of the undertaking’s investments performance and, where relevant, components of such income or losses from appropriate subsets 
of the undertaking’s investments;
(h) Information showing any material 
gains and losses recognised directly in equity;

(i) Information about transactions with shareholders and members of the administrative, management or supervisory body;

4. The following information shall be disclosed by insurance and reinsurance undertakings regarding the performance from their other activities
, as measured in those undertakings’ financial statements:

(j) A description of the undertaking’s other material income and expenses incurred over the year.

5. Insurance and reinsurance undertakings shall disclose in a separate section any other information which they consider important regarding their business and performance.
Article PDS4
(Art. 51 (1) (b) of the Framework Directive)

System of governance and remuneration policy
6. The following information shall be disclosed by insurance and reinsurance undertakings regarding their governance structure and their remuneration policy
:

(k) A description of the structure of the undertaking’s administrative, management or supervisory bodies, providing a brief description of their main roles and responsibilities and a brief description of the segregation of responsibilities within these bodies, in particular where relevant committees exist within them; 

(l) Any material changes in the governance structure that have taken place during the year;

(m) A statement on/the result of an 
assessment of the adequacy of the governance structure for the undertaking’s risk profile, covering in particular the undertaking’s processes for ensuring the on-going appropriateness of the design and operation of any internal model used for the calculation of the undertaking’s Solvency Capital Requirement;

(n) An explanation as to how the administrative, management or supervisory bodies have considered issues related to the remuneration policy and a description of the relevant controls;

(o) Relevant information on the remuneration policy and practices as already required by International Accounting Standards, including:

· Principles of the remuneration policy, with an explanation of the relative importance of the fixed and variable components of remuneration;

· Information on the individual and collective performance criteria on which any entitlement to share options, shares or variable components of remuneration is based;
· A description of the main characteristics of supplementary pension or early retirement schemes for the members of the administrative, management or supervisory bodies or senior managers;

7. The following information shall be disclosed by insurance and reinsurance undertakings regarding their fit and proper requirements policy as already required by International Accounting Standards:

(p) a brief description of the undertaking’s specific minimum requirements concerning skills, knowledge and expertise applicable to the persons effectively running the undertaking and the persons responsible for other key functions;
(q) information on an overview of 
the undertaking’s processes for assessing the fitness and propriety of the persons effectively running the undertaking and the persons responsible for other key functions.

8. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk management system:

(r) An explanation as to how the undertaking’s risk management system comprising strategies, processes and reporting procedures, is able to effectively identify, measure, monitor, manage and report, on a continuous basis, the risks on an individual and aggregated level, to which the undertaking is or could be exposed, and their interdependencies
;
(s) A brief description of how the risk management system, including the ORSA, is integrated into the overall organisational structure and decision making processes of the undertaking;

(t) A statement that explaining how often the ORSA is regularly reviewed and approved by the undertaking's administrative, management or supervisory bodies;

(u) A statement explaining how the undertaking has determined its own solvency needs given its risk profile and how its capital management activities take into account its risk management system;
9. The following information shall be disclosed by insurance and reinsurance undertakings regarding their internal control system:

(v) an overview of the undertaking’s internal control system and why it considers this system appropriate to the nature, scale and complexity of its business
;
(w) information on an overview of 
how the compliance function is implemented.

10. The following information shall be disclosed by insurance and reinsurance undertakings regarding their internal audit function:

(x) an overview of how the undertaking’s internal audit function operates, including how it provides assurance on the adequacy and effectiveness of the internal controls within the undertaking;
(y) information on an overview of 
how the undertaking’s internal audit function maintains its independence and objectivity from the activities it reviews.

11. 
The following information shall be disclosed by insurance and reinsurance undertakings regarding their actuarial function:

(z) a description of how the undertaking’s actuarial function is implemented, outlining its key areas of responsibility
;

12. The following information shall be disclosed by insurance and reinsurance undertakings regarding their outsourcing policy if relevant:

(aa) an overview of, and the rationale for
, the undertaking’s outsourcing of any critical or important operational functions and activities;

(ab) where the undertaking outsources any function or activities referred to in point (a), the jurisdiction in which the service provider is located.

13. Insurance and reinsurance undertakings shall disclose in a separate section any other information which they consider important regarding their system of governance.

Article PDS5
(Art. 51 (1) (c) of the Framework Directive)

Risk profile

14. Insurance and reinsurance undertakings shall disclose qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately 
for covering the following categories of risk:

(ac) Underwriting risk;
(ad) Market risk;
(ae) Credit risk;
(af) Liquidity risk;
(ag) Operational risk;
(ah) Other material risks (including strategic risk and reputation risk). 

15. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk exposure, including the exposure arising from off-balance sheet positions and the use of SPVs:

(ai) Information on the nature of the measures used to assess these risks within the organisation, including any material changes over the year;

(aj) Data on the material risks classified by risk category module or, where relevant,  sub-module of risk;

(ak) Data that provide relevant information about An overview of the undertaking’s exposure to risks during the period;

(al) Information on An overview of the nature of the material risk exposures on the undertaking and how these have developed over the past year;

(am) Regarding specifically market risk, an explanation on how assets have been invested the undertaking believes its investment strategy is 
in accordance with the prudent person principle. 

16. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk concentration:

(an) A summary of the kinds of material risk concentrations to which the undertaking is exposed; 

(ao) An overview A description of the methods used and assumptions made in calculating quantitative data on material concentrations and a description of how management determines concentrations including an analysis of relevant and material contagion lines (for example, across the financial sector);
(ap) Regarding specifically underwriting risk, a description of the nature and extent of any concentration.

17. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk mitigation:

(aq) A description An overview of the methodologies for mitigating risks, and the processes for monitoring the continuing effectiveness of these risk mitigation strategies;

(ar) A description An overview of whether and how reinsurance or other methods of risk transfer are used to help control their exposure;

(as) Regarding specifically liquidity risk, a description of how the undertaking manages that risk (including maturity analysis).
18. The following information shall be disclosed by insurance and reinsurance undertakings regarding their risk sensitivity:

(at) Aggregated information about the a sensitivity analysis for each type of material risks to which the entity is exposed showing how the overall solvency positions and performance would have been affected by changes in the relevant risk variable that were reasonably possible at the end of the year, including any material changes over the year;

(au) a description an overview of the methods used and assumptions made in preparing the sensitivity analysis, including any material changes over the year and the reasons for such changes;

(av) information about an overview of the outcome of sensitivity testing and scenario analysis, in relation to any internal model used for the calculation of the undertaking’s Solvency Capital Requirement, for material risks and events.
19. Insurance and reinsurance undertakings shall disclose in a separate section any other information which they consider important regarding their risk profile.

Article PDS6
(Art. 51 (1) (d) of the Framework Directive)

Valuation for solvency purposes
20. The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their assets for solvency purposes:

(aw) The amount of assets by material class, as well as a description of the basis, methods and assumptions used for their valuation for solvency purposes;
(ax) Separately for each material class of assets, a quantitative and qualitative explanation of any material differences with the valuation basis, methods and assumptions used by the undertaking for accounting purposes.

21. The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their technical provisions for solvency purposes:

(ay) The amount of technical provisions for each material line of business, as well as a description of the basis, methods and assumptions (including the impact of reinsurance and of management actions and policyholder behaviours) used for their valuation for solvency purposes (regarding both the best estimate and the risk margin);

(az) An indication of the level of uncertainty associated with the amount of technical provisions;

(ba) Separately for each material line of business, a quantitative and qualitative explanation of any material differences with the valuation basis, methods and assumptions used by the undertaking for accounting purposes.
22. The following information shall be disclosed by insurance and reinsurance undertakings regarding the valuation of their other liabilities for solvency purposes:

(bb) The amount of other liabilities by material class, as well as a description of the basis, methods and assumptions used for their valuation for solvency purposes;

(bc) Separately for each material class of other liabilities, a quantitative and qualitative explanation of any material differences with the valuation basis, methods and assumptions used by the undertaking for accounting purposes;
23. Insurance and reinsurance undertakings shall disclose in a separate section any other information which they consider important regarding their valuation for solvency purposes.

Article PDS7
(Art. 51 (1) (e) of the Framework Directive)

Capital Management

24. The following information shall be disclosed by insurance and reinsurance undertakings regarding their own funds:

(bd) information on the objectives, policies and processes employed by the undertaking for managing its own funds, including information on the planning horizon used and on any material changes over the year;
(be) separately for each tier, information on the structure, the quantitative amount and quality of own funds in tier 1, tier 2 and tier 3, including an analysis of the significant movements in each, over the year;
(bf) a quantitative and qualitative explanation of any material differences between equity according to the undertaking’s financial statements and basic own funds;

(bg) a quantitative and qualitative explanation of any material differences between the basic own funds as defined for the purposes of the standard formula and the basic own funds as defined for the purposes of any internal model used for the calculation of the undertaking’s Solvency Capital Requirement;

(bh) for each material item of ancillary own funds: a description of the item, its amount and the methodology applied in arriving at that amount, the nature of the counterparty or group of counterparties when there are many minor individual parties, and the name of the counterparty or group of counterparties to the extent that public disclosure is legally possible and practicable and does not breach commercial confidentiality
;
(bi) Information on any significant restriction affecting the availability of own funds within the undertaking.

25. The following information shall be disclosed by insurance and reinsurance undertakings regarding their Solvency Capital Requirement and Minimum Capital Requirement:

(bj) the amounts of the undertaking’s Solvency Capital Requirement and the Minimum Capital Requirement at year end, together with an indication a statement, where applicable, that the Solvency Capital Requirement is still subject to supervisory assessment; 

(bk) the amount of the undertaking’s Solvency Capital Requirement split by risk categories;

(bl) Information on whether the undertaking is using simplified calculations and/or undertaking specific parameters in the standard formula, or a partial or full internal model;

(bm) Unless the undertaking’s Member State has made use of the option provided for in the third subparagraph of Article 51 (2) of the Framework directive, the impact of any undertaking specific parameters used by the undertaking in applying the standard formula and/or the amount of any capital add-on applied to the Solvency Capital Requirement, together with information on its justification by the supervisory authority concerned;
(bn) any material movements in the Solvency Capital Requirement and Minimum Capital Requirement over the year, and the reasons for such movements.

26. The following information shall be disclosed by insurance and reinsurance undertakings regarding the option set out in Article 304 of the Framework Directive:

(bo) An indication that the undertaking is using the duration-based equity risk sub-module set out in that Article in the calculation of its Solvency Capital Requirement, after approval from its supervisory authority;
(bp) The amount of the equity risk charge resulting from such use compared to the amount of the standard equity stress.

27. The following information shall be disclosed by insurance and reinsurance undertakings regarding any internal model used for the calculation of their Solvency Capital Requirement, in addition to any other information related to that internal model which is already disclosed in any other part of the solvency and financial condition report:

(bq) a description of the various purposes for which the undertaking is using its internal model;

(br) a description of the internal model scope and coverage, in terms of business units and risk categories and subcategories, as well as how any partial internal model is integrated with the standard formula;

(bs) an explanation allowing a proper understanding, globally  and by risk module, of the main differences in the methodologies and assumptions used in the standard formula and in the internal model;

(bt) a statement that description of the nature and appropriateness of the key data used is appropriate.
28. The following information shall be disclosed by insurance and reinsurance undertakings regarding any non-compliance with their Minimum Capital Requirement or significant non-compliance with their Solvency Capital Requirement:

(bu) Regarding any non-compliance with the undertaking’s Minimum Capital Requirement: the period and maximum amount of each non compliance, and, in addition to the explanation of its origin and consequences as well as any remedial measures taken, as provided for under point (e) (v) of Article 51(1), an explanation of the effects of such remedial measures;

(bv) Where anon-compliance with the undertaking’s Minimum Capital Requirement has not been subsequently resolved: the amount of the non-compliance at the reporting date;

(bw) Regarding any significant non-compliance with the undertaking’s Solvency Capital Requirement: the period and maximum amount of each significant non compliance, and, in addition to the explanation of its origin and consequences as well as any remedial measures taken, as provided for under point (e) (v) of Article 51(1), an explanation of the effects of such remedial measures;

(bx) Where a significant non-compliance with the undertaking’s Solvency Capital Requirement has not been subsequently resolved: the amount of the significant non-compliance at the reporting date.
29. Insurance and reinsurance undertakings shall disclose in a separate section any other information which they consider important regarding their capital management.

Article PDS8
(Art. 54 (2) of the Framework Directive)

Additional voluntary information

Where insurance and reinsurance undertakings disclose publicly, in accordance with Article 54(2) of the Framework Directive, any information or explanation related to their solvency and financial condition whose public disclosure is not required by the laws, regulations and administrative provisions adopted pursuant to that Directive, these undertakings shall ensure that, where relevant, such additional information is consistent with any information provided to the supervisory authorities under Article [Supervisory Reporting].
SECTION 2

SOLVENCY AND FINANCIAL CONDITION REPORT: SUPERVISION

Article PDS10
(Art. 53 (1) and (2) of the Framework Directive)

Non-disclosure of information

Where supervisory authorities permit insurance and reinsurance undertakings, in accordance with paragraphs 1 and 2 of Article 53 of the Framework Directive, not to disclose information, these authorities shall make it clear that their permission shall remain valid only as long as the reason for non-disclosure continues to exist.

Supervisory authorities shall verify themselves regularly, and at least at each year end, whether the reason for any permitted non-disclosure continues to exist; where they reach the conclusion that this is no longer the case, they shall make it clear that their permission is withdrawn.

SECTION 3

SOLVENCY AND FINANCIAL CONDITION REPORT: DEADLINES, MEANS AND UPDATES
Article PDS11
(Art. 51 (1) of the Framework Directive)
Deadlines

Insurance and reinsurance undertakings shall disclose their solvency and financial condition report within the following period:
(2) Regarding the solvency and financial condition report related to the financial year starting on or after 1 January 2013: no later than 20 weeks 
6 months after the undertaking’s financial year end;

(3) Regarding the solvency and financial condition report related to the financial year starting on or after 1 January 2014: no later than 18 weeks 5 months after the undertaking’s financial year end;

(4) Regarding the solvency and financial condition report related to the financial years starting on or after 1 January 2015: no later than 14 weeks 4 months after the undertaking’s financial year end.
Article PDS12

(Art. 51 (1) of the Framework Directive)

Means

30. Where insurance and reinsurance undertakings have a website, the solvency and financial condition report shall can be disclosed on that website.
31. Where insurance and reinsurance undertakings do not have a website but are a member of a trade association which does have a website, the solvency and financial condition report shall, where permitted by that trade association, be disclosed on that website.

32. Where insurance and reinsurance undertakings disclose their solvency and financial condition report on a website in accordance with paragraph 1 or 2, that report shall remain available on that website for at least two years after the disclosure periods referred to in Article PDS11.

33. Insurance and reinsurance undertakings shall, where they do not disclose their solvency and financial condition report on a website in accordance with paragraphs 1 and 2, send, to any person who so requests no later than two years after the disclosure periods referred to in Article PDS11, an electronic copy of their report within 10 working days from that request.
34. Insurance and reinsurance undertakings shall, irrespective of whether the undertaking’s report has been made available on a website in accordance with paragraph 1 or 2, send, to any person who so requests no later than two years after the disclosure periods referred to in Article PDS11, a printed copy of their report within 10 working days from that request, not necessarily free of charge.
Article PDS13

(Art. 54 (1) of the Framework Directive)

Addendum to solvency and financial condition report Updates
35. Where insurance and reinsurance undertakings have to disclose publicly, in accordance with Article 54(1) of the Framework Directive, appropriate information on the nature and effects of any major development affecting significantly the relevance of their solvency and financial condition report, these undertakings shall provide an addendum to the section of the report concerned. an updated version of that report.  
Articles PDS1 to PDS10 shall apply to that updated version addendum mutatis mutandis.
36. Any addendum updated version of the solvency and financial condition report shall be disclosed as soon as it is practicable after the occurrence of the major development referred to in paragraph 1, in accordance with the provisions set out in Article PDS12.
37. As simplification the supervisory authority may allow for using data at the end of the quarter in accordance with supervisory reporting according Article 35 of the Framework Directive Notwithstanding paragraphs 1 and 2, insurance and reinsurance undertakings may decide that, for the purposes of paragraph 5 of Article PDS12, to disclose appropriate information on the nature and effects of any major development affecting significantly the relevance of their solvency and financial condition report in the form of amendments supplementing the initial printed copy.
TITLE G

INSURANCE AND REINSURANCE GROUPS

CHAPTER PD

PUBLIC DISCLOSURE
SECTION 1

GROUP SOLVENCY AND FINANCIAL CONDITION REPORT
Article PDG1

 (Art. 256 (1) of the Framework Directive)

Structure and contents

38. Articles PDS1 to PDS8 shall apply mutatis mutandis to the group solvency and financial condition report which participating insurance and reinsurance undertakings or insurance holding companies
 are required to disclose publicly in accordance with Article 256(1) of the Framework Directive.

39. The group solvency and financial condition report shall include the following additional information:
(a) Regarding the group’s business and performance:

· the legal and organisational group structure, with a description of all material subsidiaries and material participations;

· information on relevant operations and transactions within the group, and their outstanding balances over the year.
(b) Regarding the group’s system of governance:

· information on any material intra group outsourcing arrangements.

(c) Regarding the group’s valuation for solvency purposes:

· where the basis, methods and assumptions used at group level for the valuation for solvency purposes of the group’s assets, technical provisions and other liabilities differ substantially from those used by any of its subsidiaries for the valuation for solvency purposes of its assets, technical provisions and other liabilities, a quantitative and qualitative explanation of any material differences.
(d) Regarding the group’s capital management:

· information on any significant restriction according to Article 220 (3) to the fungibility and transferability of own funds covering the group Solvency Capital Requirement;
· a description and a quantification of the material sources of group diversification effects;

· the sum of amounts referred to in points (a) and (b) of the second subparagraph of Article 230(2) , if the consolidated method is used for the group solvency calculations;

· The scope of A description of the undertakings which are covered by any internal model used at group level;

· A description of the main differences, if any, between any internal model used at group level and any internal model used by any of its subsidiaries.

Article PDG2
 (Art. 256 (1) of the Framework Directive)

Languages

40. Participating insurance and reinsurance undertakings or insurance holding companies shall disclose their group solvency and financial condition report in the language(s) 
determined
 by their group supervisor.

41. Where the college of supervisors comprises supervisory authorities from more than one Member State, the group supervisor may, after consultation with the other supervisory authorities concerned and of the group itself, require participating insurance and reinsurance undertakings or insurance holding companies to also disclose the report referred to in paragraph 1 in English another language most commonly understood by the other supervisory authorities concerned.
42. Where any of the insurance or reinsurance subsidiaries of the participating insurance or reinsurance undertakings or insurance holding companies has its head office in a Member State whose official language(s) are different from the languages in which the group solvency and financial condition report is disclosed by application of paragraphs 1 and 2, participating insurance and reinsurance undertakings or insurance holding companies shall disclose a translation of the summary of that report into official language(s) of that Member State.

Article PDG4
(Art. 256 (1) of the Framework Directive)

Non-disclosure of information

Where the group supervisor permits participating insurance or reinsurance undertakings or insurance holding companies, in accordance with Article 256(1) of the Framework Directive, not to disclose information, the group supervisor shall make it clear that its permission shall remain valid only as long as the reason for non-disclosure continues to exist.

Article PDG5
 (Art. 256 (1) of the Framework Directive)

Deadlines

Article PDS11 shall apply mutatis mutandis to the disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their group solvency and financial condition report. However, the disclosure periods referred to in that Article shall each be extended by 4 8 weeks
.

Article PDG6
(Art. 256 (1) of the Framework Directive)

Means

43. Article PDS12 shall apply mutatis mutandis to the disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their group solvency and financial condition report. 

44. Notwithstanding paragraph 2 of Article PDS12, where insurance and reinsurance undertakings do not have a website but are subsidiaries of a participating insurance or reinsurance undertaking or an insurance holding company which does have a website, these insurance and reinsurance undertakings shall disclose their solvency and financial condition report on that website.  That report shall remain available on that website for at least two years after the disclosure periods referred to in Article PDS11.  Paragraph 4 of Article PDS12 shall not apply; insurance and reinsurance undertakings shall however provide any person who so requests with the references of the website where their solvency and financial condition report is disclosed.
Article PDG7
(Art. 256 (1) of the Framework Directive)

Addendum to group solvency and financial condition report Updates
45. Where participating insurance and reinsurance undertakings or insurance holding companies have to disclose publicly, in accordance with Article 256(1) of the Framework Directive, appropriate information on the nature and effects of any major development affecting significantly the relevance of their group solvency and financial condition report, they shall provide an addendum to that report updated version of that report.  Articles PDG1 to PDG4 shall apply to that updated version
.

46. Any addendum updated version of the group solvency and financial condition report shall be disclosed as soon as is practicable after the occurrence of the major development referred to in paragraph 1, in accordance with the provisions set out in Article PDG6.

SECTION 2

SINGLE SOLVENCY AND FINANCIAL CONDITION REPORT

Article PDG8
 (Art. 256 (2) of the Framework Directive)

Structure and contents
47. Where participating insurance and reinsurance undertakings or insurance holding companies provide, in accordance with Article 256(2) of the Framework Directive, a single solvency and financial condition report, the rules set out in paragraphs 2 and 3 shall apply.

48. The single solvency and financial condition report shall present separately the information which must be disclosed at group level in accordance with Article 256(1) of that Directive and the information which must be disclosed in accordance with Articles 51 and 53 to 55 of that Directive for any subsidiary covered by that report.  
49. The information at group level and the information for any subsidiary covered shall each follow the structure set out in Annex PDI.  However, participating insurance and reinsurance undertakings or insurance holding companies may decide, when providing any part of the information to be disclosed for a subsidiary covered, to refer to information at group level, where that information is equivalent in both nature and scope. 
Article PDG9
 (Art. 256 (2) of the Framework Directive)

Languages

50. Participating insurance and reinsurance undertakings or insurance holding companies shall disclose their single solvency and financial condition report in the language(s) determined by their group supervisor.

51. Where the college of supervisors comprises supervisory authorities from more than one Member State, the group supervisor may, after consultation with the other supervisory authorities concerned and of the group itself, require participating insurance and reinsurance undertakings or insurance holding companies to also disclose the report referred to in paragraph 1 in another language most commonly understood by the other supervisory authorities concerned.

52. Where any of the subsidiaries covered by the single solvency and financial condition report has its head office in a Member State whose official language(s) are different from the languages in which that report is disclosed by application of paragraphs 1 and 2, the supervisory authority concerned may, after consulting the group supervisor and the group itself, require participating insurance and reinsurance undertakings or insurance holding companies to include in that report a translation of the information related to that subsidiary into an official language of that Member State participating insurance and reinsurance undertakings or insurance holding companies shall disclose a translation into official language(s) of that Member State:
(e) of the summary of the information from that report related to the group;
(f) of the information from that report related to that subsidiary, unless exemption has been granted by the supervisory authority concerned. 
Article PDG10

 (Art. 256 (2) of the Framework Directive)

Non-disclosure of information
53. Article PDG4 shall apply mutatis mutandis to that part of the single solvency and financial condition report which corresponds to point (a) of Article 256(2) of the Framework Directive.
54. Article PDS10 shall apply mutatis mutandis to that part of the single solvency and financial condition report which corresponds to point (b) of Article 256(2) of the Framework Directive.

Article PDG11
 (Art. 256 (2) of the Framework Directive)

Deadlines and means

55. Article PDS11 shall apply mutatis mutandis to the disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their single solvency and financial condition report. 

56. Article PDS12 shall apply mutatis mutandis to the disclosure by participating insurance and reinsurance undertakings or insurance holding companies of their single solvency and financial condition report.
Article PDG12
(Art. 256 (2) of the Framework Directive)

Updates

57. Where participating insurance and reinsurance undertakings or insurance holding companies have to disclose publicly, in accordance with Article 256(2) of the Framework Directive, appropriate information on the nature and effects of any major development affecting significantly the relevance of their single solvency and financial condition report, they shall provide an updated version of that report.  Articles PDG8 to PDG10 shall apply to that updated version.

58. Any updated version of the single solvency and financial condition report shall be disclosed as soon as is practicable after the occurrence of the major development referred to in paragraph 1, in accordance with the provisions set out in paragraph 2 of Article PDG11.

Article PDG13
 (Art. 256 (2) of the Framework Directive)

Reference
59. Where participating insurance and reinsurance undertakings or insurance holding companies do not make use of the option set out in Article 256(2) of the Framework Directive, the insurance and reinsurance undertakings which are their subsidiaries shall include in their solvency and financial condition report a reference to the group solvency and financial condition report disclosed in accordance with Article 256(1) of that Directive.

60. Where participating insurance and reinsurance undertakings or insurance holding companies make use of the option set out in Article 256(2) of the Framework Directive in respect of some of their subsidiaries only, the other insurance and reinsurance undertakings which are their subsidiaries shall include in their solvency and financial condition report a reference to the single solvency and financial condition report disclosed in accordance with Article 256(2) of that Directive.

ANNEX PD1

Structure of the Solvency and Financial Condition Report

Summary
A. Business, External Environment and Performance
A.1 Business and external environment
A.2 Performance from underwriting activities
A.3 Performance from investment activities
A.4 Performance from other activities
A.5 Any other disclosures
B. System of Governance and Remuneration Policy
B.1 Governance structure and remuneration policy
B.2 Fit and proper requirements
B.3 Risk management system and ORSA
B.4 Internal control system
B.5 Internal audit function
B.6 Actuarial function
B.7 Outsourcing, if relevant 
B.8 Any other disclosures
C. Risk Profile
C.1 Underwriting risk
C.2 Market risk
C.3 Credit risk
C.4 Liquidity risk
C.5 Operational risk
C.6 Other material risks
C.7 Any other disclosures
D. Valuation for Solvency Purposes
D.1 Assets
D.2 Technical provisions
D.3 Other liabilities
D.4 Any other disclosures
E. Capital Management
E.1 Own funds
E.2 Solvency Capital Requirement and Minimum Capital Requirement
E.3 Any use of the duration-based equity risk sub-module in the calculation of the Solvency Capital Requirement
E.4 Differences between the standard formula and any internal model if used
E.5 Non-compliance with the Minimum Capital Requirement and significant non-compliance with the Solvency Capital Requirement, if occured
E.6 Any other disclosures
�Added in order to be consistent with Recital 38 of the Framework Directive.


�It is not clear what “other regulatory requirements” refers to.


�We request that links/references to information already set out in other disclosures should be acceptable.


�This seems to suggest that additional requirements, over and above those in the implementing measures, are introduced in the quantitative templates.


�For addressees it is crucial that they get information which is relevant for their decisions and at the same time reliable (corresponding to the IFRS principle of decision usefulness). Usefulness will depend on the addressees: The SCFR provides data on the undertaking; it is not intended to provide (pre-)contractual policy holder information. The main stakeholders aimed at by the SCFR are expected to be professionals like analysts or investors and not (potential) individual policy holders.


�Extensive performance reporting in the form of detailed profit and loss income statements should not be required. Accounting is and will be the primary data used in performance analysis of undertakings.


�See Article 51 of the FD, external environment is not mentioned.


�Is this really necessary as part of the section business and performance? (We would expect undertakings to put their name on the title page of the report.)


�“Geographic area” is not defined. 


�Double reporting - changes are included already under (d)


�No legal basis in the Level I text for reporting on external environment issues


�see Level I text


�Some Member States local GAAP accounting for life insurance combines insurance and investment income. Because of policyholder participation, a requirement to split these may be misleading.


�“Geographic area” is not defined.


�Reporting per asset class should not be required


�These requirements are excessively granular. Proportionality should apply. 


�It is unclear which activities should be disclosed


�Remuneration policy is part of the system of governance – not mentioned in the Level I text


�We request the inclusion of an over-arching principle that material changes have to be reported – it is only sometimes mentioned in the text


�The assessment itself cannot be disclosed


�Text could imply a very detailed level of requirements, proportionality should apply. Furthermore this may involve the disclosure of commercially sensitive information.


�A continuous assessment, particularly of interdependencies could be very onerous. The term “actively monitor” would be more appropriate.


�Is this information really helpful for the public?


�such explanations should not be required


�Text could imply a very detailed level of requirements, proportionality should apply. Furthermore this may involve the disclosure of commercially sensitive information.


�Text could imply a very detailed level of requirements, proportionality should apply. Furthermore this may involve the disclosure of commercially sensitive information.


�Independence is a Level I requirement and subject to the supervisory review process – additional qualitative information has no relevance for decision making


�Responsibility cannot be delegated away from board level


�Reasons might be confidential (cost reduction, competition!)


�The requirements in this section are excessively granular. Proportionality should apply.


�Sub-module reporting does not seem relevant and should not be required for public disclosure


�Categories might be better combined or aligned with the categorisation used in internal models – public reporting should not require departure from the internal risk categorisation


�The Directive does not define strategic or reputation risks. In particular, reputation risk is not a standalone risk but is dependent on the realisation of other risks.


�We are concerned that disclosing publicly how the assets have been invested in accordance with the prudent person principle will not be as helpful as description of how the investment strategy is designed to ensure compliance with the prudent person principle.


�It is more appropriate to disclose them in the section they belong to. A separate section is misleading.


�Extensive explanation or even reconciliation of accounting and solvency valuation should not be required because of the burden to companies. We think that this would generate little added value to investors or other stakeholders.


�Uncertainty of provisions is captured in Risk Margin and SCR. Whilst the requirement is do-able we do not see the value.


�No legal basis in the Level 1 text


�This seems to imply that the Standard SCR will need to be calculated on an ongoing basis for internal model firms. 


This is not sensible as once a firm is on an internal model it should not need to also calculate the Standard SCR.


�The amount of supplementary calls due from members is commercially sensitive - a mutual should not have to make a public disclosure of this.


�This requirement is unclear – is it discussing ring-fenced funds? This should be covered under supervisory reporting


�This should be covered under supervisory reporting


�Too detailed information on internal models should not be required to ensure confidentiality and no competitive disadvantages.


�This seems to imply that the Standard SCR will need to be calculated on an ongoing basis for internal model firms. 


This is not sensible as once a firm is on an internal model it should not need to also calculate the Standard SCR.


�These timelines may be too ambitious if the extent of the public disclosure requirements is not reduced.


Mention should be made here of the extension of 4 weeks, or preferably 8 weeks, for the single group-wide SFCR.


�more time is needed for the first report 


�Asking for a full new version of the SFCR means to have a full reporting process that involves all parts of the undertaking (up to supervisory board), i. e. 3 – 4 months or more because of that unexpected irregular process which is not in line with the accounting process. An addendum with parts of the SFCR changed would be feasible and should be acceptable in all cases.


�To minimise burdens, the requirements in this section should be aligned with the accounting reporting requirements.


�This could imply that reporting requirements are the same whether the subsidiary is in or out of the EEA. We would not expect a requirement for all subsidiaries, including those based in non-EEA regions, to service the data requirements set out in PDS1 to PDS8.


�This requires all description of all subsidiaries. Some of the large, multi-national groups can have very large and complicated groups and a listing of all the subsidiaries along with their description would not be very sensible or cost effective. Moreover, such a requirement is not consistent with the spirit of the framework Directive which promotes the principle of proportionality.


�Quantification of diversification is the result of the calculations methods to be applied, i. e. by the standard formula or by the certified internal or partial model. The new requirement in this article could be read to require groups to calculate the deduction and aggregation method in addition to the consolidated method. This would be against the Level I text stating clearly that only one method has to be applied and that the consolidated method is the standard method.


�Level 1 text is clear that the group SCR floor has to be calculated only if the default method is used (makes sense because of no diversification effects recognised in the deduction aggregation method).


�The group internal model should also be used for subsidiaries – no other solo internal model


�For cross border groups it should always be allowed to disclose the (single) SFCR in English on request of the group/undertakings. This would substantially reduce the supervisory burden.


�This leads the way open to having a version in all the languages of all the subsidiaries – which would be time-consuming and expensive and is not desirable.


�Does that mean that the group supervisor could ask for any languages? E. g. Chinese?


�One month seems rather short.


�Asking for a full new version of the SFCR means to have a full reporting process that involves all parts of the undertaking (up to supervisory board), i. e. 3 – 4 months or more because of that unexpected irregular process which is not in line with the accounting process. An addendum with parts of the SFCR changed would be feasible and should be acceptable in all cases.


�See comments to Article PDG2


�No reference is made to the additional 4 weeks given, over the solo deadlines, for groups.
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