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Pre-consultation on Actuarial Guidelines & Recommendations and Guidelines and Recommendations on the Actuarial Function 

Dear Stakeholders,

EIOPA invites you to comment on the draft Actuarial Guidelines & Recommendations and Guidelines & Recommendations on the Actuarial Function. 
EIOPA is pre-consulting on these draft Guidelines and Recommendations together to give a complete picture of the requirements in respect of the actuarial function.

The purpose of the Actuarial Guidelines & Recommendations is to provide clarity, practical interpretation and guidance on the co-ordination of the calculation of the Technical Provisions as outlined in Article 48 and 75 to 86 of the Solvency II Directive to contribute to a common understanding and harmonised approach to the calculations. 

The Actuarial Guidelines & Recommendations cover issues related to ensuring data quality, requirements on the adequacy of assumptions to be chosen (e.g. expenses) as well as guidelines in respect of the methodologies applied for the purpose of the calculation of technical provisions and the corresponding validation process. 
The guidelines do not address the choice and determination of the risk-free term structure, as details in this area will be provided in a technical standard. 

Also, at this stage, the guidelines do not include (see also questions below): 

· The determination of contract boundaries, as details will either be provided in a technical standard or will be added to the Actuarial Guidelines later;
· Details of the calculation of reinsurance recoverables; and

· Details specific to the calculation of technical provisions for products which have features of variable annuity products. 

As to technical provisions for variable annuity products, EIOPA intends to add, where necessary, at a later stage further actuarial guidelines on their calculation based on the report published by EIOPA in April 2011.

The Actuarial Function Guidelines and Recommendations further develop how the actuarial function should carry out the task of coordinating the calculation of technical provisions. They cover the governance applicable to the exercise of the Actuarial Function. Who should perform the calculation of the technical provisions is left for each insurance undertaking to decide as long as conflicts of interest are properly managed.
The Actuarial Function Guidelines and Recommendations were already pre-consulted as part of the Level 3 Guidance on the System of Governance in the winter of 2010/2011. The purpose of pre-consulting this section again together with the Actuarial Guidelines and Recommendations is mainly to give stakeholders a comprehensive overview of the guidance applicable to the Actuarial Function. The Guidelines and Recommendations were reviewed on the basis of stakeholder comments which did not highlight any major concerns with the draft guidance and some clarification was introduced as proposed. Other amendments concern the tasks of the Actuarial Function with regard to the opinions to be expressed on the overall underwriting policy and the adequacy of the reinsurance arrangements. Here the text was changed to better explain why these tasks are given to the Actuarial Function explicitly.

***

In line with EIOPA practice on the pre-consultation, we kindly remind stakeholders that this material is being shared on a confidential basis.  The selected stakeholders may share the draft proposals with their members in order to collect views; EIOPA supports receiving concrete comments which help in further developing the proposals and as such welcomes the effort of stakeholders to summarise the key comments at European level. Nevertheless, no public debate should be started on the proposals: stakeholders are reminded not to distribute the documents more widely in the public domain, either in its entirety or in part.  It should therefore not be quoted in any publicly available material, whether hard copy material or electronic documents placed on publicly accessible areas of your website. 

Please note that whilst the Guidelines and Recommendations refer in some instances to the working documents for (Level 2) delegated acts, we would be grateful if your comments were confined to the content of the Guidelines and Recommendations as this is the purpose of this pre-consultation.
***

The draft Guidelines and Recommendations are split into individual sections covering the guidelines themselves, explanatory text and a technical annex. The status of each of these sections is different: the explanatory text will be included in the consultation paper and the final report only, but not in the final Guidelines and Recommendations of EIOPA.  It is therefore important that comments are received on the whole paper, and any views you may have on the split of content between the different sections would be useful as the split between the guidelines and explanatory text can change in the course of the consultation (See question 5).

EIOPA would also welcome your input to a number of questions which are set out below and in the paper. These questions are aimed at collecting views on whether the Guidelines and Recommendations meet their objectives, as well to collect input for EIOPA’s impact assessment on the Guidelines and Recommendations. EIOPA welcomes a concrete rationale and examples focussed on the Guidelines and Recommendations approach when you do not agree, or alternative suggestions to meet the objectives in a more efficient and effective manner.

Questions related to both Actuarial Guidelines and Actuarial Function

Q1. Do you believe that the guidelines will give rise to significant costs beyond the costs associated with complying with the Framework Directive (Level 1) and the Delegated Acts (Level 2)?  If so, what are these costs, how do they arise and how significant could they be?
Q2. Do you expect any market impacts associated with implementation of these guidelines beyond the impacts associated with the Level 1 and Level 2 that we should consider?
Q3. Taken together, do the Actuarial Guidelines and the Actuarial Function provide a clear and complete picture of the requirements of the Actuarial Function? If not, please identify areas for improvement?
Q4. This question is about the cost and/or benefits flowing from these Guidelines and Recommendations. What would be the impact of EIOPA’s suggested approach on:
· Optimized policyholder protection

· Adequate compliance costs to the industry

· Optimized capital allocation within industry

· Allowances for insurance market integration and innovation

Please provide a rationale and examples focussed on the Guidelines and Recommendations.
Questions relating to Actuarial Guidelines

Q5. These guidelines aim to provide guidance to supervisory authorities and undertakings on how to co-ordinate the calculation of technical provisions. Do you think the guidelines achieve this objective? Would you recommend changes to the scope or structure of the guidelines? Are the guidelines clear and will they help the user understand what they need to do?  Are there any aspects which could be made clearer?

Q6. If the Guidelines were to be read on a standalone basis are there any elements of the explanatory text that you think would need to be included in the guidelines to make them understandable in a clear an unambiguous manner?

Q7. Are the examples provided in the explanatory text sufficiently clear? Are there further examples that would be helpful? 

Q8. The calculation of Reinsurance Recoverables is to be carried out using the same principles as the calculation of Technical Provisions. Would further guidance on the calculation of Reinsurance Recoverables be useful? If so, then what specifically? 
Q9. Do you agree that further guidance on the calculation of the technical provisions for variable annuity products would be useful? If so, then which aspects should in your opinion be specifically be addressed?
Q10. Are there any other areas in the scope of the paper where guidelines would be useful? 
Questions related to Actuarial Function Guidelines and Recommendations

Q11. Are there further governance aspects with regard to the Actuarial Function that the Guidelines and Recommendations should cover? 

Q12. Do you think it would be beneficial to have guidelines with regard to the tasks besides the coordination of the calculation of the technical provisions that are assigned to the Actuarial Function in Article 48?

Please use the relevant template provided for your comments on the Actuarial Guidelines and Recommendations and the Actuarial Function Guidelines. by 18 November 2011.
Thanks in advance for your engagement.

� See: https://eiopa.europa.eu/fileadmin/tx_dam/files/publications/reports/Report-on-Variable-Annuities.pdf
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