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1. Responding to this paper

EIOPA welcomes comments on the Consultation Paper On the Proposal for Guidelines and Recommendations on Undertaking Specific Parameters: approval process and data quality.
The consultation package includes: 
· The Consultation Paper

· [any other relevant document]

· Template for comments 

Contributions not provided in the provided template for comments, or sent to a different email address, or after the deadline will not be processed. 

EIOPA invites comments on any aspect of this paper and in particular on the specific questions summarised in Annex II. Comments are most helpful if they:

· respond to the question stated;

· contain a clear rationale; and

· describe any alternatives EIOPA should consider.

Publication of responses

All contributions received will be published following the close of the consultation, unless you request otherwise in the respective field in the template for comments. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with EIOPA’s rules on public access to documents
. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by EIOPA’s Board of Appeal and the European Ombudsman.

Data protection

Information on data protection can be found at www.eiopa.europa.eu under the heading ‘Legal notice’.

2.  Consultation Paper Overview & Next Steps
EIOPA carries out consultations in the case of Guidelines and Recommendations in accordance to Article 16 (2) of the EIOPA Regulation.

This Consultation Paper presents the draft Guidelines and Recommendations (G&R), explanatory text, and a technical annex where relevant. 

The analysis of the expected impact from the proposed policy is covered under the Annex I (Impact Assessment) and includes the chronology and results of previous consultations [where applicable]. 
Specific questions to the G&R, explanatory text and/or technical annex are being asked for the purpose of the consultation and should be answered by using the template for comments provided by EIOPA. Annex II comprises the overview of all questions asked.
3. Guidelines and Recommendations
Introduction 

3.1. Having regard to articles 104(7), 110, 230, 248(2) of Directive 2009/138/EC of the European Parliament and of the Council of 25 November 2009 on the taking-up and pursuit of the business of Insurance and Reinsurance (Solvency II)
 and articles 196 USP1, 197 USP2, 198 USP3, 200 USP5, 326a, 327 IMG1 of the consolidated version of the Level 2 implementation measures proposed by the European Commission.

3.2. Whereas, 

· When calculating the solvency capital requirement, undertakings may replace a subset of parameters (standard parameters) by parameters specific to undertakings within the standard formula, whose use are subject to approval by the supervisory authorities.

· To improve the consistency across Member States of the use of undertaking-specific parameters by the insurance and reinsurance undertakings, the supervisory approval process for the undertaking-specific parameters should be harmonised.

· To grant this approval, supervisory authorities should make inter alia an assessment of data backing the calculation of undertaking-specific parameters and verify if the data used comply with the data quality criteria, as set out in Level 1 and Level 2.

· These guidelines explore the ways the supervisory approval process should be performed and data quality criteria should be taken into account in the process of calculation of undertaking-specific parameters.

· To promote sound risk management, insurance and reinsurance undertakings can choose the subset of standard parameters to be replaced by the undertaking-specific parameters and the standardised method to calculate the undertaking-specific parameters if the standard formula does not give a good representation of their underlying risks, but insurance and reinsurance undertakings cannot choose the subset of standard parameters to be replaced by the undertaking-specific parameters and the standardised method to calculate the undertaking-specific parameters only for obtaining the lowest capital requirement.
· Article 48(1)(i) of Directive 2009/138/EC sets out the role of the Actuarial Function regarding its contribution to the effective implementation of the risk-management system, particularly the risk modeling underlying the calculation of the capital requirements. In this scope, it is important to highlight the relevance of the role of the Actuarial Function in the assessment of the data quality used in the calculation of undertaking-specific parameters. 
· Furthermore, the subset of standard parameters that undertakings may replace by its specific parameters is within the underwriting risk modules, meaning that at least in part the necessary inputs to calculate these parameters are similar (and in some cases constitute exactly the same information) to the inputs used to calculate technical provisions, whose coordination is assumed be the Actuarial Function.
· The following guidelines are applicable for both solo undertakings as well as for the group SCR calculation under the consolidation method.
3.3. The Guideline and Recommendation shall
 apply from [date]. 

3.4. For the purpose of these Guidelines and Recommendations, the following definitions have been developed:

· [text]

· [text]

3.5. If not defined in these Guidelines and Recommendations, the terms have the meaning defined in the legal acts referred to in the introduction.

	General criteria 

	Guideline 1 – Role of expert judgement
3.6. Expert judgement should be used as a complement of existing data and should not be understood as a substitute of missing data. Where expert judgement is used, compliance with the more general requirements set in the Actuarial Guidelines should be ensured.

	Guideline 2 – Materiality
3.7. Sufficient data quality should be ensured regardless of the materiality of the line of business for which undertaking-specific parameters are applied.

	Guideline 3 – Appropriateness

3.8. For the purpose of calculation of undertaking-specific parameters, data is considered appropriate if, in addition to Article 197 (1) (a) of Implementing Measures, it properly reflects the underlying risks and it meets the assumptions of the standardized method selected by the undertaking.

	Guideline 4 – Introduction of adjustments to increase the level of appropriateness in data

3.9. To ensure that data complies with the criteria of appropriateness, historical data should be subject to the necessary transformations and adjustments towards the elimination of the effects of any sources of volatility in the behaviour of the underlying risks that are no longer representative of the volatility to be observed in the next twelve months.

	Guideline 5 – Accuracy
3.10. To ensure that data complies with the criteria of accuracy, the introduction of adjustments is recommended if the undertaking can demonstrate that the adjusted values would correspond, within a high level of certainty, to the values that would be observed in the past if the conditions that led to its introduction were verified.

	Specificities of external data

	3.11. The use of external data by undertakings should comply with the following criteria:

a) The sources and assumptions embedded in the data incorporated in external data should be known by the undertaking;

b) The collection and processing of data should take into consideration any sources of inconsistencies among different sources of external data and, if detected, those situations should be appropriately managed in order to ensure that the final database is sufficiently consistent and homogeneous in terms of coherency of information;

c) Data that includes material shortcomings or whose assumptions or sources is inconsistent in relation to the remaining data collected should be rejected, if those limitations cannot be remedied;

d) Regardless of the level of data quality of the data to be given as input in external data, it may be not included due to material deviations between the undertaking’s risk profile and the risk profile underlying the external data;
3.12. Data should not be distorted by any entity specific effects that are not considered representative of the market, which includes risk mitigating effects contracted by undertakings providing the data.

	Guideline 7 – Use of external data
3.13. Undertakings may use external data to calculate undertaking-specific parameters provided that they can demonstrate that it properly reflects their risk profile, which means that undertakings are capable of:

a) Assessing the differences between internal and external data. In this process undertakings should perform the necessary analysis that enables them to conclude whether the estimates of the volatility of underlying risks by using as input external data leads to appropriate results, without introducing significant deviations compared to the results obtained if the input would be internal data. Such analysis should not be limited to the application of the standardized methods but should also comprise any other relevant analysis of comparison between the probability distribution forecast which results from undertaking’s own data and the distribution resulting from the external data;
b) Validating the conclusions arising from the previous step: using stress-testing and/or other relevant techniques.
3.14. The undertaking remains ultimately responsible for the justification of its data quality, even if the data was provided by a third party.

	Review and Validation of Data Quality

	Guideline 8 – Limitations in data to calculate undertaking-specific parameters

3.15. The revision and assessment of data quality to be used in the calculation of undertaking-specific parameters should comprise the identification and, if appropriate, investigation of possible solutions to any shortcomings or limitations existent in data that affects its level of quality.

	Issues regarding adjustments of raw data in the specific context of the application of standardized methods

	Guideline 9 – Adjustment of raw/historical data to eliminate the effect of catastrophe events
3.16. The data used to calculate undertaking-specific parameters should exclude the effect of catastrophe events. To achieve this, undertakings should identify catastrophe events in a manner which is consistent with the definition of the Catastrophe Scenarios included in the relevant SCR submodules.

	Guideline 10 – Adjustment of raw/historical data to reflect the current reinsurance arrangements
3.17. The data used to calculate undertaking-specific parameters associated to reserve risk should reflect the reinsurance covers expected to affect the amount of claims to be settled by the undertaking. The basis of operation of the reinsurance programme should be considered for this purpose. 

	Calculation of non-proportional reinsurance adjustment in the scope of premium risk

	Guideline 11 – Calculation of non-proportional reinsurance adjustment in the scope of premium risk
3.18. The calculation of the non-proportional reinsurance adjustment requires that both gross data and data net of non-proportional reinsurance arrangements established for the next twelve months comply with the data criteria set in these guidelines.

	Application

	Guideline 12 – Application for the use of undertaking-specific parameters
3.19. The insurance or reinsurance undertaking should submit the application to calculate the Solvency Capital Requirement using the undertaking-specific parameters to the supervisory authority in writing in the official language or one of the official languages of the Member State. 
3.20. In addition to the issues mentioned in Article 200 of Implementing Measures, the application package should include a cover letter requesting approval signed by the administrative, management or supervisory body. The letter should at least include the following information:

a) request to use the undertaking-specific parameters starting from a specified date,

b) the subset of standard parameters to be replaced by the undertaking-specific parameters,

c) the calculated values of undertaking-specific parameters.

	Guideline 13 – Justification of the appropriateness of the calculation
3.21. The justification of the appropriateness of calculation should explain why the calibration of undertaking-specific parameters better reflects the risk profile than the standard formula calibration and to what extent its use leads to a more appropriate result. 
3.22. The justification should reflect the adequateness of all the steps of the calculation process of undertaking-specific parameters. 
3.23. In the case the undertaking is choosing to apply for undertaking-specific parameters for some, but not all, of the lines of business it is authorized to take up, the undertaking should justify properly the limited scope of the application. As a minimum, the undertaking should explain the reasons for omission/exclusion of some lines of business and discuss the appropriateness of standard parameters in such cases.
3.24. The justification of the selection of the standardised methods should contain an analysis of their appropriateness for the undertaking’s data, whether their assumptions are fulfilled and whether data are relevant to the undertaking’s risk profile. The risks covered by the undertaking-specific parameters should conceptually be at least the same as those covered by the standard parameters. If some deviations from the assumptions have been observed, the undertaking should study whether their impact is material or not and provide in any case for a more appropriate estimate of the parameter. If the deviations from the assumptions are material and the methods do not provide for an appropriate estimate, the undertaking could consider the use of a partial internal model.
3.25. The undertaking should elaborate on the definition underlying the adjustment for CAT claims to data used to calculate undertaking-specific parameters in accordance with the Guideline 9.
3.26. Undertakings should compare the available methods for the purpose of calculation including the results obtained if the available methods could be reasonably and appropriately applied. The methods applied to relevant data should enable a robust and reliable estimation of undertaking-specific parameters. Undertakings should discuss also the model error which arises from the use of the standardised methods.

	Supervisory authority’s assessment

	Guideline 14 – Request for information by the supervisor 
3.27. The supervisory authority may require the undertaking to provide relevant data which may be necessary to enable the supervisory authority to reproduce the calculation of undertaking-specific parameters.

	Guideline 15 – Supervisory authority’s assessment of the choice of the parameters
3.28. The supervisory authority should assess the undertaking’s justification for the choice of the subset of standard parameters to be replaced by the undertaking-specific parameters.

3.29. In this assessment, the supervisory authority should analyze the selection of the parameters to be replaced, the lines of business for which parameters have been calculated and whether they properly represent the underlying risks associated to the business for which the standard formula parameters are not deemed appropriate, as well as the reason for this.

	Guideline 16 – Supervisory authority’s assessment of the choice of the method to calculate the parameters
3.30. The supervisory authority should assess the undertaking’s justification for the choice of the standardised method to calculate undertaking-specific parameters.

3.31. The supervisory authority, in the scope of this assessment, should consider the undertaking’s justification, whether the assumptions on the standardised methods are satisfied and whether data are relevant to the undertaking’s risk profile.

	Changes in the standardised methods

	Guideline 17 – Changes in the standardised methods
3.32. Any changes in the standardised methods should be classified as partial internal model and subject to the supervisory approval as provided in Articles 112, 113, 120-126 of Directive 2009/138/EC. The combination of methods referred in Article 200 (1) (b) refers to the calculation of undertaking-specific parameters by different methods for different lines of business.

	Communication during supervisory approval process

	Guideline 18 – Supervisory approval process 
3.33. The supervisory authority should confirm the receipt of the application and inform the undertaking whether it is considered complete. The confirmation of the completeness does not exclude the possibility of a request for more information during the approval process if necessary. 
3.34. The supervisory authority should aim to provide the decision within six months from the receipt of the complete application. The supervisory authority should provide the decision to the insurance and reinsurance undertakings in writing in the same language as the application. 
3.35. The supervisory authority can partially approve the use of undertaking-specific parameters for some lines of business or some parameters indicated in the application. 

	Compliance

	Guideline 19 – Continuous compliance
3.36. In order to justify changes of the reported value of the Solvency Capital Requirement, calculated with undertaking-specific parameters, the undertaking should include in the annual reporting the relevant details of the change, including the latest information and at the request of supervisory authority the new data which allow reproducing the undertaking-specific parameters values.
3.37. If another standardised method seems to be more appropriate in the future, the undertaking should apply for re-approval.
3.38. If there is a material change which affects the value of undertaking-specific parameter, the new value is subject to supervisory approval.

	Guideline 20 – Remedial of non-compliance
3.39. In case of non-compliance, the supervisory authority should decide whether the compliance can be restored and a re-approval is sufficient or whether the undertaking has to revert to the use of standard formula parameters. 
3.40. In this case, the supervisory authority should consider the degree and the scope of non-compliance as well as the time needed to achieve it. The supervisory authority should indicate the timeframe in which the new application should be submitted or the calculation according to the standard formula parameters should be carried out to restore the compliance within three months. 

	Requirement from the supervisory authority to use undertaking-specific parameters

	Guideline 21 – Requirement from the supervisory authority to use undertaking-specific parameters 
3.41. Before taking a decision to require the undertaking to calculate undertaking-specific parameters, the supervisory authority should consider whether a significant deviation in the risk profile is caused by the lack of fulfilment in the standard formula assumptions. The supervisory authority should indicate which parameters should be replaced and set out an agreement with the undertaking on the timeframe in which the application is to be provided.
3.42. The undertaking should analyse the standardised methods. The first paragraph in Guideline 13 and in Guideline 15 are not applicable. 

	Guideline 22 – Significant deviation 
3.43. For the purposes of Article 110 of Directive 2009/138/EC, in concluding that the risk profile of an insurance or reinsurance undertaking deviates significantly from the assumptions underlying the Solvency Capital Requirement as calculated using the standard formula supervisory authorities should take into account all relevant factors including the following: 
a) the findings arising out of  the supervisory review process conducted under Article 36 of Directive 2009/138/EC;

b) the likelihood and severity of any adverse impact on policyholders and beneficiaries;

c) the level of sensitivity of the assumptions to which the deviation relates;

d) the anticipated duration of the deviation.
3.44. The analysis described in the previous paragraph should be developed at the level of each line of business for which the use of Undertaking Specific Parameters is possible.

	Group specific issues

	Guideline 23 – Application for the use of group-specific parameters 
3.45. The participating insurance or reinsurance undertaking or parent insurance holding company should submit the application to calculate the group Solvency Capital Requirement under the Accounting Consolidation-based method using group-specific parameters to the group supervisor in writing in one of the official languages of the group supervisor's Member State, or in a language for which the group supervisor has given prior approval.
3.46. In addition to the issues mentioned in Article 200 of Implementing Measures, the application package should include a cover letter requesting approval signed by the administrative, management or supervisory body of the participating insurance or reinsurance undertaking or parent insurance holding company. The letter should at least include the following information:

a) request to use group-specific parameters starting from a specified date,

b) the subset of standard parameters to be replaced by group-specific parameters,
c) the calculated values of group-specific parameters.
3.47. The group supervisor may require the participating insurance or reinsurance undertaking or parent insurance holding company to provide relevant data which may be necessary to enable the group supervisor to reproduce the calculation of group-specific parameters.

	Guideline 24 – Scope of the group using group-specific parameters 
3.48. Group-specific parameters should not be applied to undertakings outside the scope of the group for the purpose of group solvency calculation.
3.49. When the group Solvency Capital Requirement is calculated under the Accounting Consolidation-based method, the participating insurance or reinsurance undertaking or parent insurance holding company should use group specific-parameters only on the fully consolidated data prepared for the calculation of group solvency.
3.50. When  the group Solvency Capital Requirement is calculated under the Deduction and Aggregation method, the participating insurance or reinsurance undertaking or parent insurance holding companyshould not use  group-specific parameters. 
3.51. If an insurance or reinsurance undertaking within  the scope of the group for the purpose of group solvency calculation uses undertaking-specific parameters, then undertaking-specific parameters should be included in the group SCR calculated under the Deduction and Aggregation method only for those undertakings which received approval from the local supervisory authorities.

	Guideline 25 – Data quality requirements at group level
3.52. The participating insurance or reinsurance undertaking or parent insurance holding company should explain the reasons of the choice of group-specific parameters and provide the evidence of the appropriateness, accuracy and representativeness of data as well as standardised method used.
3.53. Moreover, the participating insurance or reinsurance undertaking or parent insurance holding company should be able to prove that the nature of the group business and its risk profile are similar to those of the solo undertakings who have provided the data so that the statistical assumptions underlying the data used at solo and group level are consistent.

	Guideline 26 – Consultation within the college of supervisors
3.54. The consultation with the other supervisory authorities within the college of supervisors should encompass an analysis and a discussion within the college of supervisors focused on the level of appropriateness in the data, namely its level of representativeness at group level as well as the relevance of the standardised method used.

	Guideline 27 – Information for the college of supervisors
3.55. In the case of application for a solo undertaking which is included in the scope of the group for the purpose of group solvency calculation , the supervisory authority which receives the application should inform the college of supervisors of the receipt of the application and of its decision on the application. If the decision is not an approval, it should state the main reasons on which its decision is based. Prior to making its decision on the application to calculate the group Solvency Capital Requirement under the Accounting Consolidation-based method using group-specific parameters, the group supervisor should pay attention to the applications of solo undertakings included in the scope of the group for the purpose of group solvency calculation and to the decisions the supervisory authorities concerned made.


Compliance and Reporting Rules
3.56. This document contains Guidelines and Recommendations issued under Article 16 of the EIOPA Regulation
. In accordance with Article 16(3) of the EIOPA Regulation, Competent Authorities and financial institutions must make every effort to comply with guidelines and recommendations.

3.57. Competent Authorities should [text]

3.58. Competent authorities shall confirm to EIOPA whether they comply or intend to comply with these Guidelines and Recommendations, with reasons for non-compliance, by [date]. 

3.59. Financial undertakings shall report whether they comply with the specified [text]
Final Provision on Reviews (where applicable)
3.60. By [date] and every [XX] years thereafter, EIOPA shall review the application of Guidelines and Recommendations and propose amendments where appropriate.
TECHNICAL ANNEX (Where applicable)
4. Explanatory text 
[Note
: The aim of an explanatory text is to give further details or concrete applications or examples. Please note that the explanatory text will be included in the consultation paper only and not in the final G&R. 
Considering that the guideline should be clear and unambiguous, the scope for further explanation should be limited.
The examples aim at showing in practical terms the concrete implementation of the guidelines or provide reference to other tools and guidelines. 
These examples should not introduce further ambiguity as to the content of the guideline.]
4.1 General criteria 

 Guideline 1 – Role of expert judgement

Expert judgement should be used as a complement of existing data and should not be understood as a substitute of missing data. Where expert judgement is used, compliance with the more general requirements set in the Actuarial Guidelines should be ensured.

4.1.1 Expert judgement should play the role of complementing the analysis made in order to decide if and which adjustments are necessary to increase the level of appropriateness and/or accuracy of data.

4.1.2 It means that expert judgement is only acceptable and recommended where data is available but presents some source of limitations which are likely to be overcome by using it, provided that the limitations are not related to completeness criteria. Thus, expert judgement should not be regarded as a way to increase the length of data series or its granularity in case data is not available.

Guideline 2 – Materiality
Sufficient data quality should be ensured regardless of the materiality of the line of business for which undertaking-specific parameters are applied.
4.1.3 It means that in practice a (constant) minimum level of data quality standards is applicable regardless of the result of the assessment of the nature, scale and complexity associated to the risks associated to the undertaking-specific parameters. If such result means that a lower level (in relation to the minimum established of data quality standards) is proportionate, the minimum level of data quality standards should be applicable. 

4.1.4 The minimum level of data quality standards is set out in these guidelines once these clarify the standards that should be verified regardless, for instance, the scale of the underlying risks. This criterion should not be interpreted as a relaxing factor of compliance with the data quality standards in an absolute way, but subject to a minimum compliance even in the extreme scenario where the underlying risks are not material to the solvency position of the undertaking due to two reasons: the risks may become material in the future and it may not be due to changes in the behaviour of the risk and in the fact that there would be no solid reasons to demonstrate that the undertaking-specific parameters would better reflect the undertaking’s risk profile comparing to the standard factors.

Criteria of Completeness
4.1.5 To calculate undertaking-specific parameters in the life and health revision risk sub-modules, sufficient data should be available to allow for the measurement of the volatility and uncertainty of:

· the behaviour of biometric factors, such as the evolution of the health state of insured persons.

· the impact of the legal environment in the processes of revising the amount of annuities.

4.1.6 To calculate undertaking-specific parameters in the Non-life and NSLT health premium and reserve risk sub-modules, sufficient historical information should be available to allow for the measurement of the volatility and uncertainty existent:
· in the relation between the total amount of future claims and the premiums received to face the risks covered. It means that sufficient granularity should be available regarding the different sources of payments (within each homogeneous risk group) arising from the future occurrence of such claims, in order to ensure that each component of the risk is effectively measured and the volatility (and uncertainty) of each component is appropriately estimated. 

· in the claims development patterns. It means that sufficient granularity should be available to ensure that it is possible to analyze such behaviour per homogeneous risk groups and therefore the volatility (and uncertainty) of each component is appropriately estimated.

4.1.7 The level of granularity of the data used should be equivalent to the level of granularity of the inputs set out in the scope of standardized methods. In any case should the data be less granular than what is required in those methods.

4.1.8 Data is considered complete if it also covers a sufficiently large period of observations, meaning that this period may comprise the same or a larger number of years comparing to the length of the period that would be necessary to have available for an undertaking to calculate technical provisions, whether that undertaking was using undertaking-specific parameters or not. This requirement is necessary once the volatility of losses is likely more sensitive to each individual observation than its expected value. 

4.1.9 However, it is expected that an undertaking which applies undertaking-specific parameters to calculate the solvency capital requirement, use as input the same database to calculate technical provisions, which implies that the features regarding the level of completeness in data are equivalent in both cases. It may only be acceptable that both features are different in very specific circumstances where the undertaking is able to demonstrate that the difference between the number of years covered in both databases motivates the increase of the level of accuracy, completeness or appropriateness of data regarding one or both calculations and in any case should have implicit a strategy of cherry-picking. In any case should such difference imply a decrease of the level of data quality in one of these two scopes.

Guideline 3 – Appropriateness (Article 197 USP2 (1))
For the purpose of calculation of undertaking-specific parameters, data is considered appropriate if, in addition to Article 197 (1) (a) of Implementing Measures, it properly reflects the underlying risks and it meets the assumptions of the standardized method selected by the undertaking
4.1.10 In the scope of the calibration of an individual risk factor, it is not sufficient that data is considered appropriate for the purpose of a particular standardized method but it has to fit the inputs of the remaining standardized methods, if available. Otherwise the undertaking could not compare the results of the methods and thus select the most appropriate method regarding an adequate reflection its risk profile, which is a limitation for the purpose of the calculation of the undertaking-specific parameter(s).

Guideline 4 – Introduction of adjustments to increase the level of appropriateness in data (Article 197 USP2 (1))
To ensure that data complies with the criteria of appropriateness, historical data should be subject to the necessary transformations and adjustments towards the elimination of the effects of any sources of volatility in the behaviour of the underlying risks that are no longer representative of the volatility to be observed in the next twelve months.
4.1.11 In cases where it can be demonstrated that the quality of data is enhanced by reasonably adapting the historical data in order to make it more representative of the risks being measured and thus, to be an input in the standardized methods which enables the generation of a more reliable estimation of volatility, the introduction of adjustments is recommended.

4.1.12 It implies that undertakings should make a revision of available data and detect if there are any observations whose values are influenced by some factors that are not currently observable or will be observed in the following year. Where the introduction of adjustments to these observations is adequate, the adjusted observations should be considered in the input of the standardized methods, otherwise they should not be integrated in the calculation of undertaking-specific parameters. 

4.1.13 No adjustments should be introduced that enable a smoothing effect in the time series available which does not reflect the reality being measured and therefore may bias the estimation of the volatility, however adjustments are recommended where the use of raw data is likely to induce artificial volatility due to limitations in data, which may be remedied through the introduction of such adjustments.

Guideline 5 – Accuracy (Article 197 USP2 (1))
To ensure that data complies with the criteria of accuracy, the introduction of adjustments is recommended if the undertaking can demonstrate that the adjusted values would correspond, within a high level of certainty, to the values that would be observed in the past if the conditions that led to its introduction were verified.
4.1.14 As explained in Guideline 4, adjustments may be relevant if there is evidence of deviation between past and current conditions that have influence in the behaviour of the risks being measured. If undertakings cannot demonstrate with a sufficiently high level of certainty that the observed values would be the adjusted ones if the current conditions were verified in the past, the adjusted observations do not comply with the criteria of accuracy whilst the non-adjusted data should not be considered appropriate.
4.2 Specificities of external data
Guideline 6 – Data quality criteria to be incorporated in external data (Article 197 USP2 (2) (a,b,c))
The use of external data by undertakings should comply with the following criteria:

a) The sources and assumptions embedded in the data incorporated in external data should be known by the undertaking;


b) The collection and processing of data should take into consideration any sources of inconsistencies among different sources of external data and, if detected, those situations should be appropriately managed in order to ensure that the final database is sufficiently consistent and homogeneous in terms of coherency of information;


c) Data that includes material shortcomings or whose assumptions or sources is inconsistent in relation to the remaining data collected should be rejected, if those limitations cannot be remedied;

d) Regardless of the level of data quality of the data to be given as input in external data, it may be not included due to material deviations between the undertaking’s risk profile and the risk profile underlying the external data;

e) Data should not be distorted by any entity specific effects that are not considered representative of the market, which includes risk mitigating effects contracted by undertakings providing the data.
4.2.1 The fourth bullet sets out a condition which is imposed due to the final goal of the pooled external data, which is being used by undertakings with a similar risk profile in relation to the risk profile represented by external data and therefore between undertakings that uses external data. In order to comply with this, where the inclusion of data is expected to introduce an impact in the probability distributions underlying the external data in the main features of the distributions (mean, variance, symmetry, kurtosis, etc.) not driven by its weight in the final distribution but driven by the lack of similarity in relation to the remaining data. To assess this impact, artificial adjustments may be necessary in order to scale up or down the weight presented by the data in the global database.

Guideline 7 – Use of external data (Article 197 USP2 (2) (d,e,f))
Undertakings may use external data to calculate undertaking-specific parameters provided that they can demonstrate that it properly reflects their risk profile, which means that undertakings are capable of:


a) Assessing the differences between internal and external data. In this process undertakings should perform the necessary analysis that enables them to conclude whether the estimates of the volatility of underlying risks by using as input external data leads to appropriate results, without introducing significant deviations compared to the results obtained if the input would be internal data. Such analysis should not be limited to the application of the standardized methods but should also comprise any other relevant analysis of comparison between the probability distribution forecast which results from undertaking’s own data and the distribution resulting from the external data;

b) Validating the conclusions arising from the previous step: using stress-testing and/or other relevant techniques.
The undertaking remains ultimately responsible for the justification of its data quality, even if the data was provided by a third party.
4.2.2 External data should be interpreted as data whose source is not internal, that is, it is not derived by the undertaking’s own experience but from other sources. It includes data provided by other undertakings, even if included in the same group, insurance associations, etc.

4.3 Review and Validation of Data Quality 

Guideline 8 – Limitations in data to calculate undertaking-specific parameters

The revision and assessment of data quality to be used in the calculation of undertaking-specific parameters should comprise the identification and, if appropriate, investigation of possible solutions to any shortcomings or limitations existent in data that affects its level of quality.
4.3.1 If the problems are not able to be overcome in a sufficiently short timeframe [such that the compliance with the standards could be set (or reset) and therefore still be in a position to apply for the approval in cause] the production and implementation of measures to attenuate limitations and thus increase data quality is crucial, not only in the scope of a possible future calculation of undertaking-specific parameters, but for another areas or analysis where data is necessary.

4.4 Issues regarding adjustments of raw data in the specific context of the application of standardized methods
Guideline 9 – Adjustment of raw/historical data to eliminate the effect of catastrophe events
The data used to calculate undertaking-specific parameters should exclude the effect of catastrophe events. To achieve this, undertakings should identify catastrophe events in a manner which is consistent with the definition of the Catastrophe Scenarios included in the relevant SCR submodules.
4.4.1 The consistency over time is necessary in order to ensure compliance with accuracy criteria. The definition of these criteria and its application are associated to a certain level of subjectivity and therefore should not be dissociated to expert judgement. 
4.4.2 However, it should be the most objective as possible taking into consideration that losses which give rise to an outlying amount are not per se classified as catastrophe losses. Assumptions regarding the definition of catastrophe losses should be consistent with the criteria used in the calculation of Catastrophe risk modules. Usually, catastrophe losses verify the following conditions: present a very low frequency and a high severity features and the same event which gives rise to the losses potentially refers to different types of coverage or even lines of business.

4.4.3 Undertakings may consider two approaches to produce net data excluding the effect of catastrophe events in the presence of reinsurance arrangements:

a) Introduce the adjustments to reflect the current reinsurance arrangements and subsequently review these for the exclusion of the catastrophe effects;
b) Introduce the adjustments in gross data envisaging the exclusion of catastrophe claims and subsequently introduce the adjustments to reflect the current reinsurance arrangements.

Guideline 10 – Adjustment of raw/historical data to reflect the current reinsurance arrangements
The data used to calculate undertaking-specific parameters associated to reserve risk should reflect the reinsurance covers expected to affect the amount of claims to be settled by the undertaking. The basis of operation of the reinsurance programme should be considered for this purpose.
4.4.4 In particular, changes in retentions on non-proportional reinsurance should be appropriately considered where it has impact in the reserve risk volatility. Adjustment for proportional reinsurance and per risk excess of loss is, in principle, less complex and its application relatively straightforward. 

4.4.5 Regarding non-proportional reinsurance operating on an aggregate basis and recoveries need to be allocated a posteriori by accident year and lines of business, more expert judgement is required. 

4.4.6 The adjustments to be introduced also depend on the basis which triggers the recoveries, whether it is the accident year, policy issue period, claims reporting period or any other basis of operation. For instance, if the reinsurance treaty covers losses for a given accident year the allocation is relatively simple, but if it the recoveries refer to claims arising from policies starting up during the reinsurance period it could relate to different accident years and then require a more complex allocation.

4.4.7 If reinsurance programmes have been stable during the period covered by historical data and it is not expected that material changes will have place in the following year, net historical data is considered appropriate to be used in the calculation of undertaking-specific parameters, notwithstanding the possible need to include another relevant adjustments which are not related to such changes.
4.5 Calculation of non-proportional reinsurance adjustment in the scope of premium risk

Guideline 11 – Calculation of non-proportional reinsurance adjustment in the scope of premium risk
The calculation of the non-proportional reinsurance adjustment requires that both gross data and data net of non-proportional reinsurance arrangements established for the next twelve months comply with the data criteria set in these guidelines. 
4.5.1 Additionally, it is important to clarify some specificities in the application of this criteria in this particular scope.

4.5.2 Regarding accuracy criteria, data net of non-proportional reinsurance should comply with the relevant guidelines associated to these criteria, and additionally reflect the reinsurance arrangements that the undertaking will have in place the following year, which includes the guidance exposed in Guideline 10. 

4.5.3 In the scope of the application of appropriateness criteria, net data should include any proportional recoveries that may have occurred in the period covered by historical data and adjustments should be included in order to eliminate the effect of other types of non-proportional reinsurance that may have been in force in that period and are different from the current arrangements plus the inclusion of any relevant adjustments which are necessary towards an adequate reflection of such arrangements in net data.

4.5.4 Both gross and data net of non-proportional reinsurance should present the same level of granularity which implies that the introduction of adjustments to derive this net data does not compromise the level of granularity associated to gross data or, in other words, there are sufficient available information to support the application of the adjustments respecting the level of granularity in data. Furthermore, the referred net data is considered complete if it refers to a sufficiently large period where the relevant reinsurance arrangements were observed and thus the volatility of premium risk expressed by the data is considered representative of the volatility to be measured in the next twelve months. If such a large period endue with experience of this type of arrangements is not available, undertakings need to demonstrate that adjustments introduced in historical data enables appropriately the reflection of the relevant reinsurance treaties in force next year.

4.6 Application

	Guideline 12 – Application for the use of undertaking-specific parameters (Article 200 USP 5 (1))
The insurance or reinsurance undertaking should submit the application to calculate the Solvency Capital Requirement using the undertaking-specific parameters to the supervisory authority in writing in the official language or one of the official languages of the Member State. 

In addition to the issues mentioned in Article 200 of Implementing Measures, the application package should include a cover letter requesting approval signed by the administrative, management or supervisory body. The letter should at least include the following information:

a) request to use the undertaking-specific parameters starting from a specified date,

b) the subset of standard parameters to be replaced by the undertaking-specific parameters,

c) the calculated values of undertaking-specific parameters.




4.6.1 Level 3 Guideline harmonizes the scope of application package in order to accelerate the approval process and to limit the supervisory requests for additional information or documents.

4.6.2 The information submitted to the supervisory authority should satisfy the supervisory authority that:

· the data meets criteria included in the Implementing Measure,

· the calibration of undertaking-specific parameters better reflects the risk profile than the standard formula calibration and that the use of undertaking-specific parameters leads to a more appropriate result, for this purpose undertakings should consider the Own Risk and Solvency Assessment (ORSA). The identification of where the SCR does not accurately reflect an undertaking’s risks is required within the ORSA (Article 45(1) letter c) of the Level 1 text). 

· undertaking-specific parameters have been calculated following the standardised methods laid down in the L3 BTS, especially the risks covered by the undertaking-specific parameters are conceptually at least the same as those covered by the standard formula parameters as well as the underlying assumptions in the standard formula parameters and behind undertaking-specific parameters are the same.

4.6.3 The replacement of standard parameters by the undertaking-specific ones cannot be a mechanical action. Undertakings should always check whether the assumptions of the standardised methods are fulfilled regarding its risk profile as the different value of parameters may also have quite substantial reason, for example another loss distribution which makes it impossible to use undertaking-specific parameters – undertaking may then apply for use of partial internal model. In such cases a partial internal model is desirable.

	Guideline 13 – Justification of the appropriateness of the calculation (Article 200 USP 5 (1)(c))
The justification of the appropriateness of calculation should explain why the calibration of undertaking-specific parameters better reflects the risk profile than the standard formula calibration and to what extent its use leads to a more appropriate result. 
The justification should reflect the adequateness of all the steps of the calculation process of undertaking-specific parameters. 
In the case the undertaking is choosing to apply for undertaking-specific parameters for some, but not all, of the lines of business it is authorized to take up, the undertaking should justify properly the limited scope of the application. As a minimum, the undertaking should explain the reasons for omission/exclusion of some lines of business and discuss the appropriateness of standard parameters in such cases.
The justification of the selection of the standardised methods should contain an analysis of their appropriateness for the undertaking’s data, whether their assumptions are fulfilled and whether data are relevant to the undertaking’s risk profile. The risks covered by the undertaking-specific parameters should conceptually be at least the same as those covered by the standard parameters. If some deviations from the assumptions have been observed, the undertaking should study whether their impact is material or not and provide in any case for a more appropriate estimate of the parameter. If the deviations from the assumptions are material and the methods do not provide for an appropriate estimate, the undertaking could consider the use of a partial internal model.
The undertaking should elaborate on the definition underlying the adjustment for CAT claims to data used to calculate undertaking-specific parameters in accordance with the Guideline 9.

Undertakings should compare the available methods for the purpose of calculation including the results obtained if the available methods could be reasonably and appropriately applied. The methods applied to relevant data should enable a robust and reliable estimation of undertaking-specific parameters. Undertakings should discuss also the model error which arises from the use of the standardised methods.


4.6.4 Undertaking’s justification should contain a discussion focussing the specificities that leads to different parameters, whether the standard formula assumptions are still fulfilled and the problems that the undertaking has faced in the calculation process. In the case of not using own data (but market data instead) undertakings should explain why they are still relevant. 

4.6.5 The justification for the choice of parameters/lines of business should integrate the rationale for why some parameters/lines of business have been excluded and whether they were considered to be also included. If this is the case, the reason why they were abandoned or postponed (data shortcomings, standardised methods issues, etc.), otherwise, the reason why have not been considered at all (not significant part of business, standard formula parameters fit, with the explanation how it was assessed).
4.6.6 If some deviations from the assumptions have been observed and their impact is material, the undertaking should provide for a more appropriate estimate, which means that undertaking should choose other possible standardised method which meets assumptions and provides for a more appropriate estimate.
4.6.7 The undertaking should compare all available methods for the purpose of calculation of undertaking-specific parameters, choose the methods which meet the criteria and are considered appropriate  and provide the results of these methods to the supervisory authority. Undertaking should also provide explanations with regard to the methods which were considered in its analysis and what are the conclusions and the results of the assessment of these methods.
4.6.8 The supervisory authority should be satisfied by the justification that undertaking-specific parameters are not being used to “cherry-pick” the areas which gives the lowest Solvency Capital Requirement.
4.7 Supervisory authority’s assessment
	Guideline 14 – Request for information by the supervisor (Article 200 USP 5 (4))
The supervisory authority may require the undertaking to provide relevant data which may be necessary to enable the supervisory authority to reproduce the calculation of undertaking-specific parameters.


	Guideline 15 – Supervisory authority’s assessment of the choice of the parameters (Article 196 USP1 (1))
The supervisory authority should assess the undertaking’s justification for the choice of the subset of standard parameters to be replaced by the undertaking-specific parameters.

In this assessment, the supervisory authority should analyze the selection of the parameters to be replaced, the lines of business for which parameters have been calculated and whether they properly represent the underlying risks associated to the business for which the standard formula parameters are not deemed appropriate, as well as the reason for this.


4.7.1 Insurance and reinsurance undertakings should not use as a criterion for the selection of the standard parameters to be replaced by the undertaking-specific parameters the ones where a lower Solvency Capital Requirement is generated.. Supervisory authorities should assess whether the choice of the parameters reflects a sound risk management.

4.7.2 The supervisory authority should check whether the undertaking has chosen to use undertaking-specific parameters for the relevant risk modules. For example the undertaking should provide a justification of its choice if it chooses to use undertaking-specific parameters for a submodule or line of business whereas it does not choose to use them in another one(s), having a much higher share in the overall capital requirements. 

4.7.3 Where the underlying risks of a module are not reflected by an undertaking-specific parameter (or a partial internal model) while capital requirement for quite typical activity consistent with standard formula assumptions is calculated using the undertaking-specific parameters should not be considered as an appropriate choice of parameters/lines of business.

	Guideline 16 – Supervisory authority’s assessment of the choice of the method to calculate the parameters (Article 198 USP3)
The supervisory authority should assess the undertaking’s justification for the choice of the standardised method to calculate undertaking-specific parameters.

The supervisory authority, in the scope of this assessment, should consider the undertaking’s justification, whether the assumptions on the standardised methods are satisfied and whether data are relevant to the undertaking’s risk profile.


4.7.4 Insurance and reinsurance undertakings should not choose the standardised method because it gives the lowest Solvency Capital Requirement. The choice should rather be based on the risk profile, for example whether data fulfil the requirements specific for given method.
4.8 Changes in the standardised methods
	Guideline 17 – Changes in the standardised methods

Any changes in the standardised methods should be classified as partial internal model and subject to the supervisory approval as provided in Articles 112, 113, 120-126 of Directive 2009/138/EC. The combination of methods referred in Article 200 (1) (b) refers to the calculation of undertaking-specific parameters by different methods for different lines of business.


4.8.1 This guideline is relevant for any changes which may be introduced in the standardised methods and it does imply that the undertaking when implementing a change in a standardised method is subject to partial internal model approval. This is covered by Guideline 20.

4.8.2 EIOPA does not want to create a possibility to by-pass the approval process of a (partial) internal model to avoid an unjustified privilege in comparison to undertakings which use a (partial) internal model. A clear border between undertaking-specific parameters and (partial) internal models is necessary, which could be jeopardised by allowing modification in the standardised methodology. 

4.9 Communication during supervisory approval process
	Guideline 18 – Supervisory approval process (Article 200 USP5)
The supervisory authority should confirm the receipt of the application and inform the undertaking whether it is considered complete. The confirmation of the completeness does not exclude the possibility of a request for more information during the approval process if necessary. 

The supervisory authority should aim to provide the decision within six months from the receipt of the complete application. The supervisory authority should provide the decision to the insurance and reinsurance undertakings in writing in the same language as the application. 

Apart from negative or positive decision the supervisory authority can take a partially positive decision which excludes using undertaking-specific parameters for some lines of business or some parameters indicated in the application.


4.9.1 The confirmation excludes a situation where the application is not completed but the undertaking is not aware of this fact and expects a positive decision in the prescribed timeframe. Even if the application is considered complete, at a later stage of the approval process some doubts may arise which require additional information and therefore the undertaking should be aware that it has to provide it for the purpose of approval.

4.9.2 EIOPA is of the opinion that the undertaking-specific parameters approval process can involve, from the supervisory authority side, a workload similar to an approval of a very simple partial internal model. The technicalities involved in the methodologies and data quality checking are substantially more time consuming than those for approval of ancillary own funds, therefore the six months time period has been established.
4.9.3 EIOPA is of the opinion that a partial approval should be possible. There is no reason to reject the whole application if some parameters are calculated properly. Additionally, such approach allows to avoid splitting the application into several ones for separate parameters/lines of business.

4.9.4 In absence of the explicit supervisory approval, undertakings are not allowed to use undertaking-specific parameters in the calculation of the Solvency Capital Requirement and should calculate it using the standard formula parameters. Approval would only be effective when directly and explicitly confirmed in writing to the undertaking by the supervisory authority.

4.9.5 When insurance and reinsurance undertakings put forward the application to replace standard parameters by the undertaking-specific parameters, they should put forward this application in advance to enable the supervisory authority to assess the application.

4.9.6 The six months period can be suspended for the period where the supervisory authority requests some additional information and until the supervisory authority receives the requested information from the undertaking.
4.10 Compliance
	Guideline 19 – Continuous compliance (Article 200 USP5 (7,8))
In order to justify changes of the reported value of the Solvency Capital Requirement, calculated with undertaking-specific parameters, the undertaking should include in the annual reporting the relevant details of the change, including the latest information and at the request of supervisory authority the new data which allow reproducing the undertaking-specific parameters values.

If another standardised method seems to be more appropriate in the future, the undertaking should apply for re-approval.

If there is a material change which affects the value of undertaking-specific parameter, the new value is subject to supervisory approval.


	Guideline 20 – Remedial of non-compliance (Article 200 USP5 (10))
In case of non-compliance, the supervisory authority should decide whether the compliance can be restored and a re-approval is sufficient or whether the undertaking has to revert to the use of standard formula parameters. 

In this case, the supervisory authority should consider the degree and the scope of non-compliance as well as the time needed to achieve it. The supervisory authority should indicate the timeframe in which the new application should be submitted or the calculation according to the standard formula parameters should be carried out to restore the compliance within three months. 


4.10.1 The reason of non-compliance can assume different natures, therefore it is desirable to leave the decision in regard to the appropriate measure to be taken to the discretion of the supervisory authority. The re-approval could be suggested when the compliance is restored in a reasonable time period, the method to achieve this is known or the impact on the amount of the Solvency Capital Requirement is not significant.

4.11 Requirement from the supervisory authority to use undertaking-specific parameters
	Guideline 21 – Requirement from the supervisory authority to use undertaking-specific parameters (Articel 110 of the Directive)
Before taking a decision to require the undertaking to calculate undertaking-specific parameters, the supervisory authority should consider whether a significant deviation in the risk profile is caused by the lack of fulfilment in the standard formula assumptions. The supervisory authority should indicate which parameters should be replaced and set out an agreement with the undertaking on the timeframe in which the application is to be provided.  

The undertaking should analyse the standardised methods. The first paragraph in Guideline 13 and in Guideline 15 are not applicable.


4.11.1 If the supervisory authority considers that the undertaking-specific parameters cannot be a solution for the inappropriateness of the standard formula parameters, it should rather consider partial internal model request from the undertaking according to Article 119 of the Directive.

	Guideline 22 – Significant deviation (art. 110 of the Directive)
For the purposes of Article 110 of Directive 2009/138/EC, in concluding that the risk profile of an insurance or reinsurance undertaking deviates significantly from the assumptions underlying the Solvency Capital Requirement as calculated using the standard formula supervisory authorities should take into account all relevant factors including the following: 

a) the findings arising out of  the supervisory review process conducted under Article 36 of Directive 2009/138/EC;

b) the likelihood and severity of any adverse impact on policyholders and beneficiaries;

c) the level of sensitivity of the assumptions to which the deviation relates;

d) the anticipated duration of the deviation.

The analysis described in the previous paragraph should be developed at the level of each line of business for which the use of Undertaking Specific Parameters is possible.


4.11.2 The definition of significant deviation for the purpose of the use of  the undertaking-specific parameters is not the same as imposition of an capital add-on due to the fact that:

· ladder of intervention for capital add-on and undertaking-specific parameters might be different, or

· significant deviation in case of undertaking-specific parameters may only concern one risk in one LoB whereas in the case of add-on it concerns the risk profile as a whole.

4.12 Group specific issues
	Guideline 23 – Application for the use of group-specific parameters (Article 326a, Article 372(2), Article 200 USP5 of L2)

The participating insurance or reinsurance undertaking or parent insurance holding company should submit the application to calculate the group Solvency Capital Requirement under the Accounting Consolidation-based method using group-specific parameters to the group supervisor in writing in one of the official languages of the group supervisor's Member State, or in a language for which the group supervisor has given prior approval.

In addition to the issues mentioned in Article 200 of Implementing Measures, the application package should include a cover letter requesting approval signed by the administrative, management or supervisory body of the participating insurance or reinsurance undertaking or parent insurance holding company. The letter should at least include the following information:

a) request to use group-specific parameters starting from a specified date,

b) the subset of standard parameters to be replaced by group-specific parameters,
c) the calculated values of group-specific parameters.
The group supervisor may require the participating insurance or reinsurance undertaking or parent insurance holding company to provide relevant data which may be necessary to enable the group supervisor to reproduce the calculation of group-specific parameters.


	Guideline 24 – Scope of the group using group-specific parameters (Article 326a and Article 200 USP5 of L2) 

Group-specific parameters should not be applied to undertakings outside the scope of the group for the purpose of group solvency calculation.

When the group Solvency Capital Requirement is calculated under the Accounting Consolidation-based method, the participating insurance or reinsurance undertaking or parent insurance holding company should use group specific-parameters only on the fully consolidated data prepared for the calculation of group solvency.

When the group Solvency Capital Requirement is calculated under the Deduction and Aggregation method, the participating insurance or reinsurance undertaking or parent insurance holding companyshould not use  group-specific parameters. 

If an insurance or reinsurance undertaking within  the scope of the group for the purpose of group solvency calculation uses undertaking-specific parameters, then undertaking-specific parameters should be included in the group SCR calculated under the Deduction and Aggregation method only for those undertakings which received approval from the local supervisory authorities.


	Guideline 25 – Data quality requirements at group level (Article 326a and Article 197 USP2 of L2)

The participating insurance or reinsurance undertaking or parent insurance holding company should explain the reasons of the choice of group-specific parameters and provide the evidence of the appropriateness, accuracy and representativeness of data as well as standardised method used.

Moreover, the participating insurance or reinsurance undertaking or parent insurance holding company should be able to prove that the nature of the group business and its risk profile are similar to those of the solo undertakings who have provided the data so that the statistical assumptions underlying the data used at solo and group level are consistent.


4.12.1 There should be sufficient statistical evidence that the probability statistical distributions underlying undertaking’s data and that of the data at group level exhibit a high degree of similarity, in particular a deviation in the volatility level is not caused by the lack of homogeneity in the group.

4.12.2 The participating insurance or reinsurance undertaking or parent insurance holding company should verify whether the risk mitigating effect of reinsurance contracts or special purpose vehicles which affects the data at solo level also affects group consolidated data and if this is not the case, the participating insurance or reinsurance undertaking or parent insurance holding company should be responsible for introducing appropriate adjustments to calculate the parameters on the basis of consistent data sets.

4.12.3 Similarly to the solo undertakings which may use external data which is directly relevant for the operations of this undertaking using standardised methods for undertaking-specific parameters, the participating insurance or reinsurance undertaking or parent insurance holding company may use external data from sources  outside the scope of the group for the purpose of group solvency calculation. 
	Guideline 26 – Consultation within the college of supervisors (Article 326a and Article 200 USP5 of L2)

The consultation with the other supervisory authorities within the college of supervisors should encompass an analysis and a discussion within the college of supervisors focused on the level of appropriateness in the data, namely its level of representativeness at group level as well as the relevance of the standardised method used.


	Guideline 27 – Information for the college of supervisors (Article 200 USP5 of L2)

In the case of application for a solo undertaking which is included in the scope of the group for the purpose of group solvency calculation , the supervisory authority which receives the application should inform the college of supervisors of the receipt of the application and of its decision on the application. If the decision is not an approval, it should state the main reasons on which its decision is based. Prior to making its decision on the application to calculate the group Solvency Capital Requirement under the Accounting Consolidation-based method using group-specific parameters, the group supervisor should pay attention to the applications of solo undertakings included in the scope of the group for the purpose of group solvency calculation and to the decisions the supervisory authorities concerned made.


Technical Annex (Where applicable)

	Questions to stakeholders

Q1. Are the main conclusions from feedback of the previous pre-consultation explicit enough? Does any choice made by EIOPA remain unclear or not satisfactorily explained?

Q2. Do you consider these guidelines are relevant in order to ensure a proper harmonization of relevant issues related to Data Quality and the Approval Process of USP, or do you believe that there is no room for multiple interpretations of the Level 2 text requirements in these areas, and such objectives could be achieved without these guidelines? Please provide examples to support your view.

Q3. Are the new guidelines related to approval process of Group Specific Parameters (GSP) useful? Are further guidance needed to ensure an harmonized way to approve the GSP (responsibility of group supervisor, role of colleges...)?

Q4. Are further guidelines and recommendations needed concerning the data quality requirements in the specific case of GSP? 

Q5. Do you see other areas (except GSP calculation methods) where the harmonized application of the “mutatis mutandis” principle to Group Specific Parameters requires further guidance?

Q6. 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?

Q7. Are there any other areas in the scope of the paper where guidance would be useful?

Q8. Do you identify cases where the guidelines introduce material deviations from what you would see as a best practice? How do you assess the potential costs deriving from the implementation of these guidelines (high, medium, low)? Can you provide a rough quantitative assessment of such costs (either in isolation or, for example, a relative assessment such as a percentage of total Solvency II compliance costs)? 


Annex I: Impact Assessment (where applicable)

In order to facilitate the presentation of the impact analysis output, the following structure of the IA section in the Guidelines and Recommendations template is provided. 
After each title in the structure below, there is a checklist (in bullets) for the main items, which should be included.  

In order to complete the IA section, please use the information and analysis based on the responses to the questions in the IA Questions Template (see IA Toolkit in the restricted area of the EIOPA Website https://eiopa.europa.eu/restricted-area/toolkits/ia-toolkit/index.html).
	1: Procedural issues and consultation of interested parties


· Provide a general chronology of the IA process, including what evidence was used in the analysis.

· Consultation: 

· Indicate if external expertise was used, and if so, how.
· Indicate which groups of stakeholders have been consulted, at what stage in the IA process and how (pre-consultation, consultation, targeted consultation, and if targeted, why, etc.)

· Indicate the main results, the different positions expressed and how this input has been taken into account or not.
	2: Problem definition


· What is the issue or problem that may require action. Ex.: market failure.
· What are the underlying drivers of the problem?

· Who is affected, in what ways, and to what extent?

· What is the baseline?  

· How would the problem evolve, all things being equal? This should take into account actions already taken or planned by the EU, EIOPA, Member States and other actors.

· Does EIOPA have the right to act and is the added-value from the EIOPA initiative evident – e.g. based on the EIOPA regulation, fundamental rights limits, etc.
· Level 1 or Level 2 consultations may have already defined the problem, which you can use.

	3: Objective pursued


· introduce risk-sensitive harmonised solvency standards,

· introduce proportionate requirements for small undertakings and

· promote compatibility of prudential supervision of insurance and banking

· promote compatibility of the prudential regime for EU insurers with the work of the IAIS and IAA.

The guidelines provide explanation and clarification of the application of the Level 1 text and supporting implementing measures.
	4: Policy options


· What are the possible options for meeting the objectives and tackling the problem? N.B. the ‘no EIOPA action’ option should always be considered and it is highly recommended to include a non-regulatory option (where applicable).

· Which options have been discarded at an early stage and why? Be particularly specific and precise for discarded options enjoying significant support among stakeholders.

· The options should be relevant and credible.

	5: Analysis of impacts


Costs (burdens, cons) 

· The guidelines do not impose additional burden on undertakings or supervisors as  the requirements or obligations derive from Directive 2009/138/EC and would apply regardless of the existence of the guidelines.

Benefits (pros)

· The benefits of the guidelines are that they provide additional clarity both for undertakings and supervisory authorities thereby enhancing a consistent and harmonised application of the relevant provisions of Directive 2009/138/EC. In addition, the guidelines promote efficient implementation by reducing the number of questions on practical application undertakings might otherwise pose to supervisory authorities.

· In particular the guidelines promote: 

· Harmonisation and convergence across Member States of the supervisory approval processes for undertaking-specific parameters;

· Greater clarity on the part of undertakings regarding what the supervisory approval process involves, leading to fewer queries to supervisory authorities regarding the process; and

· Increased efficiency of the application process. Undertakings and supervisory authorities will be aware what documentation undertakings should provide in support of their applications, the timeframe for consideration of applications and other considerations affecting supervisory approval.
	6: Comparing the options


· In simple cases, the most favourable option should be clear from an analysis of the costs and benefits.

· In more complex cases options will generate benefits for some stakeholders and costs for others. Highlight these trade-offs and, discuss which impacts you have given more weight to than others to reach a conclusion about the most preferred option.
	7: Monitoring and evaluation


· What are the core indicators of progress towards meeting the objectives?

· What is the broad outline for possible monitoring and evaluation arrangements?

	Annexes


· Present technical background material.

· Present key public consultation documents and summaries of replies (unless available via public internet link).

· Provide key studies/work carried out by external consultants (unless available via public internet link).
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