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	Marietta Preiss (VVO), Dieter Pscheidl (Vienna Insurance Group), Paul Windels (Assuralia), Mathias Wambeke (Assuralia), Jörg Beyer (GDV), Thiemo Hustedt (GDV), Tim Ockenga (GDV), Jenny Thers Rée (Danish Insurance Association), Henrik Munck (Danish Insurance Association), Inna Aaltonen (FFI), Hicham Afrache (FFA), Boris Christophe (FFA), Edoardo Marullo-Reedtz (ANIA), Donatella Albano (ANIA), Ron Hersmis (VVN), Mathieu Filippo (VVN), James Walmsley (Lloyd's of London), Robert Warren (ABI)

	By call:
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	Agenda Item
	Purpose
	Reference
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	1. Minutes and Follow-up of action points
	For approval
	ECO-SLV-17-079
ECO-SLV-17-099

	
· The minutes of the 26 April Solvency II WG meeting were approved.
· The secretariat updated members on action points decided during the last SII WG and that had been closed (10 out of 12). 
· The secretariat noted that the concern about IFRS 16 remains pending as input from Unespa is expected:
The secretariat understands that the CRO/CFO forum is preparing a paper on this topic, on which Insurance Europe had no opportunity to comment yet. Once the secretariat receives this paper it will be shared with members. The issue was raised last year in the context of the Financial Working Group, however not much interest was shown. 
The secretariat highlighted that IFRS 16 was adopted by the IASB, and it is now with the ARC - an expert group with the Commission and the Council - and it is close to endorsement by the European Commission. 
VVN noted that, even if IFRS 16 is finalised, Unespa’s concern is more related to the interpretation and application of IFRS 16 by EIOPA and to the recognition of intangible assets, so the issue remains pending. 
The secretariat remarked there still seems to be an issue on the level of the SCR, as the SCR on the liability side might be of a different proportion than the one on the asset side. VVN responded that EIOPA should be asked how future IFRS will be assessed, and it could be suggested to net assets and liabilities on an economic basis, so offsetting should be allowed. 
The secretariat concluded that it will wait for the input from Unespa, and based on these further actions would be assessed.
· The action point on proportionality is still pending, as not a lot of examples were received. This will be further discussed in item 7.



	2. General update
	For information 
	ECO-SLV-17-105

	
The secretariat gave members a general update on relevant recent developments, including work on other Insurance Europe workstreams (eg Ecofin update, ICPs, ICS, Tripartite template).

Summary of discussions:
· Meeting on Tripartite template
· The secretariat attended an event on 12 June on the update of the Tripartite template. 
· The Tripartite template is a reporting template, developed by asset managers for the purpose of SII reporting, the current template was endorsed two years ago (September 2015). At that time, Insurance Europe was invited by asset managers to endorse the template, however the secretariat did not receive a mandate from members as there were mixed views on this topic. It was agreed the secretariat would monitor the developments and inform members whenever issues would emerge. 
· The recent event was intended to discuss a potential new version of the template based on feedback from users, in view of the recent Solvency II changes in the area of infrastructure and other feedback received from users of the template. 
· The secretariat attended the event in order to get an idea of the discussions and possible next steps. The meeting was technical and focused on the template itself. Insurance Europe’s contribution to the meeting was limited. 
· In terms of next steps, an updated version of the template would be shared by the asset managers with all interested parties for feedback. The secretariat suggested that once the template is shared, it would distribute it to members and ask interested members to liaise directly with the developers. 
The secretariat enquired whether members are aware of other templates that are being used, as during the event is was stated that the TPT template is the only template being used, and the secretariat was not aware of this. The secretariat believed there was no engagement from Insurance Europe in this topic because various templates were being used.  
· The ABI noted that past feedback from its members had indicated that the TPT template was not sufficiently sophisticated, in particular for MA portfolios. The ABI enquired whether this has changed. The secretariat could not provide a clear assessment of this issue, however it noted that the developers of the template appear to be open to take feedback on board. 
· The GDV highlighted that in the German market the template is widely accepted and used. GDV supported that Insurance Europe monitors developments, without actively engaging. 
· The VVO understands that the template is an initiative from asset managers to help insurance companies with their risk evaluation or for data needed for SII requirements, but the VVO believes the insurance companies are ultimately responsible for the accuracy of the data. 
· Assuralia asked whether it is used for investment funds, the Chair confirmed it is used for look-through purposes, which is why this template is of interest to everyone even if the asset management is (partially) outsourced.

· ICS
· The secretariat reported that ICS 1.0 is expected to be approved in the coming days. It looks less ambitious than initially intended, meaning it contains several options on valuation, calibration and various calculation methods for risk margin. 
· The secretariat is planning an ICS/SII comparison exercise over the summer, similar to the exercise ran two years ago. The secretariat will share the draft comparison with members along with the key overlap/diverging areas that were identified. The secretariat will also highlight where ICS is better/worse/no view. Input from members will be asked. 
· The comparison will be the starting point to engage in further development of the ICS. 

Action points:
· The secretariat will share with members its preliminary analysis of the comparison between ICS and SII and will invite members to provide feedback. 



	3. Recent letters to the EC on Solvency II
	For discussion
	Verbal

	
The secretariat updated members on recent developments regarding the two letters which have recently been sent to the Commission:
a) Insurance industry concerns over EIOPA’s UFR changes and proposal to set up Solvency II Expert Group (see EXCO-17-056 and EXCO-17-063)
b) Insurance industry concerns over Solvency II and proposed actions for the Commission (see EXCO-17-065)

Summary of discussions:
· Meeting with European Commission
· The secretariat updated members on the recent meeting it had with Olivier Guersent (EC).
· As indicated in the Commission’s response to the UFR letter, the Commission is not foreseeing to go against EIOPA’s arguments. These arguments are the consensus of EIOPA’s BoS in approving the decision for the change in the UFR methodology and the limited impact shown in the impact assessment. 
· In the meeting, the key concerns regarding Solvency II addressed in the Solvency II issues letter were brought to the attention of the Commission. These concerns included valuation, risk margin, proportionality. Unfortunately, the Commission was resistant to most issues the secretariat brought up, noting that insufficient proof was provided and the issues raised belong to the 2020 review. On the risk margin, Olivier Guersent appeared to be surprised when confronted with data showing that the RM is an issue of relevance for more than the UK. 
· The VVO remarked that in the last Ecofin of 31 May two different readings of the response of Commissioner Dombrovskis to the UFR letter were mentioned. The secretariat commented that so far it has only received indication that the UFR will be changed as proposed by EIOPA. 
· On the equity proposal, the Commission referred to the CMU action plan and referred to the study that would be launched this year and finalised by end-2018. Based on the outcomes of this study action will be taken, implying that the equity proposal will be considered for the 2020 review. 
· On the expert group, the Commission noted that an expert group is intended to assess ideas as opposed to developing ideas. The secretariat noted that in a call last week EIOPA highlighted that in preparation for the 2020 review EIOPA has a mandate to run in total five LTG reports. From these five reports, three reports will be used for testing and in the last two iterations EIOPA will come forward with proposals for the 2020 review. This implies that if the Insurance Europe wants to be ahead of EIOPA, proposals will have to be developed in 2017 and 2018. 
· The Commission seems to consider proportionality more as an individual member state issue. However, country specific examples can be discussed with member states. The Commission specifically requested proposals on how the Delegated Regulation could be changed in order to address proportionality. They seem to be open to address proportionality, but do not have the right tools at their disposal. 
· Assuralia mentioned that their members were surprised that UFR will be only reported based on the new methodology as from Q1 2018, and not earlier. 
· The ABI thanked the secretariat for its recent engagement efforts. 
· ANIA noted that it is working on a study on proportionality, one of the key messages being that the burden of proof is shifted from the company to the supervisor. The proposal will be shared with the secretariat. Additionally, ANIA noted that before the end of the summer a first draft of Italian national regulation on proportionality is expected. 
· The chair expressed his appreciation for the equity proposal, but added that there was also a heavy change in asset allocation of different asset classes at insurers. The chair believes it is equally crucial to look at other asset classes as insurance companies are important long-term investors. In the past, volatility increased in the market, even without the Solvency II implementation, and this discouraged insurers from increasing allocations to volatile assets. The analysis should focus on identifying both the effect of Solvency II and market volatility. 


Action points:
· The secretariat expects a response to its second letter and will share it with members as soon as it is available.




	4. Solvency II Review – ongoing and upcoming developments
	For discussion
	ECO-SLV-17-100

	
The secretariat updated members on recent developments regarding the review of Solvency II. Members were invited to exchange views on emerging proposals from EIOPA and to provide feedback from discussions with national supervisors.

Summary of discussions:
· The secretariat referred members to the background note for the details of the recent developments regarding the review of Solvency II. The secretariat invited members’ feedback regarding the accuracy and the completeness of the background note, including noteworthy elements arising from members’ interactions with their NCAs. 
· LAC DT: The secretariat reminded members that there will be an EIOPA BoS meeting on 29/30 June which will discuss among other topics the LAC DT. For this topic, the secretariat informed members that it was made aware that a few NCAs will make a presentation at the BoS, and that the workstream on LAC DT will be dealt with in two steps: A first stage in the summer taking stock of the various situations across member states, and a second stage in autumn making a proposal.
· Assuralia reported that their NSA was investigating what is being done across Europe and is now applying a series of measures to the LAC DT, of which the most noteworthy are: (1) The projection horizon for the future profits in the recoverability assessment is set to five years; (2) no future profits are allowed for any one company with a solvency ratio less or equal to 100%; above a solvency ratio of 200%, no caps are applied (3) The introduction of a measure that prevents circularity/recursion between the LAC DT and the SCR.
· The VVN reported that their NSA had the lead on the topic in the EIOPA working group. VVN went on to add that their NSA is of the view that national fiscal legislation should not be arbitrarily limited (eg cap on time horizon) and had said it will not request for more guidelines. There are still discussions with their NSA about the reference date of the carry-back, but it can be expected that they will recommend that EIOPA only presents an overview of the picture of LAC DT to the EC and leaves it at that. The VVN concluded that NCAs’ lack of expertise with regards to fiscal legislation and practice is a risk.
· The GDV indicated that the current discussion in the EIOPA WG was revolving more around providing more guidelines or limitations. For the latter, there seem to be three limiting formulas on the table; one linked to net DTL, another one linked to net DTL + SCR and the last one being proportional to the solvency ratio. These are being considered either as the default approach, as a minimum, or a maximum.
· The FFA reported that from the discussion with its NSA, a Q&A process might be put in place to provide responses to all the questions arising from companies.

· Interest rate risk: 
· The GDV confirmed they had also heard that there might be another impact assessment on this issue. EIOPA appears to be considering two proposals; (1) the shifted curve proposal from the actuarial association of Europe (AAE), and (2) the minimum shock up and down of 150bps. The good news is that the majority in the EIOPA working group wants to go for the proposal whereby the liquid part of the curve is shocked and then extrapolated. 

· RGLA and partial guarantees: The secretariat remarked that EIOPA had introduced a threshold of 75% which was not originally present (ie during the 23 May EIOPA roundtable).
· The GDV mentioned that in their view the proposal was overall satisfactory. However, the risk mitigation effect from partial guarantees should be recognised without a minimum guarantee level (not the 75%).
· Assuralia stressed that their main interest was more in the RGLA than in the partial guarantees and expressed their overall satisfaction for both topics. Assuralia noted that from their read of the EIOPA’s document, the 75% threshold was in fact related to fact that 75% of partial guarantees are issued by central governments and RGLA. (Note: The secretariat has since confirmed that Assuralia’s reading is correct.)

Action points:
· Members agreed that each association should discuss directly with their NSA to influence their stance in the EIOPA BoS because the secretariat had no direct leverage on NCAs (the example of the UFR for which there was a unanimous decision in the BoS was reminded as a case in which Insurance Europe’s chances of success are low unless members reach out individually to their NSA).
· Members agreed to a three-week time allocation for the first consultation in July to make as much progress as possible.


5. Solvency II reporting


	5.1 EIOPA XBRL Taxonomy consultation
	For approval 
	ECO-SLV-17-113


	
Members were invited to review/approve the key messages of the draft Insurance Europe response (see request for info in ECO-SLV-17-096). 

Summary of discussions:
· The secretariat reminded members that final comments on the draft response should be provided by 28 June CoB and a blocking concern process would be launched on 29 June.
· The secretariat reported on the discussion it had with EIOPA regarding the look-through reporting (S.06.03) and asked members to consider this in the redrafting suggestions proposed as part of their final feedback. 
· The secretariat further referred to concerns raised by some members about remaining ambiguities in the log description which, if left unaddressed, could result in the proposed text being interpreted in a way that does not reflect EIOPA’s aim of alleviating the look-through burden. 
· EIOPA had discussed the issue with the other NCAs and the language, which was a result of a consensus, was supposed to allay all the concerns of the industry, reflecting the proposal that had been made in a previous interaction. EIOPA was worried that a new change of language could precisely lead to interpretation.
· The GDV mentioned that they will provide some comments.
· Assuralia asked to check again the point made on SE.06.02 which they believed was not valid.
· The ABI welcomed the addition made in the general comments.

Action points:
· Members will submit by 28 June CoB their final comments, on the basis of which the secretariat will finalise and submit the response to EIOPA.



	5.2 SFCR
	For discussion 
	ECO-SLV-17-101

	
Following the first annual solo reporting deadline under Solvency II on 20 May, there is now a great deal of information available to the public through companies’ SFCRs. Members were asked to share emerging trends in their market, including on information regarding SFCR statistics (see ECO-SLV-17-089), and advise on potential next steps.

Summary of discussions:
· The secretariat updated members on its discussion with EIOPA on the SFCR which unveils that EIOPA will scrutinise whether the objectives of the SFCR (transparency, market discipline, and market comparability) are being met. The secretariat noted that the recent survey on downloads of SFCR reports cannot yet lead to material conclusions, also because of the lack of data received. 
· DIA mentioned that companies in Denmark have reported very little interest in the SFCR by the policyholders, and they believed that most of the downloads are done by their competitors.
· Assuralia seconded the sentiment expressed by DIA in the Belgian market and mentioned that it could be more useful to take stock in December to be able to draw more accurate conclusions regarding the interest around the SFCR.
· The VVO mentioned that in Austria, the financial statements were still largely more of interest than the SFCR.
· The FFA expressed the view that a question about what sections of the SFCR (eg Own funds, solvency ratio, etc.) are of interest for the market is more useful than trying to keep the tally of the number of downloads.
· The GDV pointed out that there will be some service providers who would summarise the information and make it available to the market, while the number of downloads would not necessarily give an accurate indication of the public interest. DIA did not agree and stressed that the number of downloads could provide an indication of the interest of the public which also should inform the next steps.
· The VVN stressed that as EIOPA will probably issue a biased statement on the SFCR, it was necessary and urgent to wonder about the next steps. It would be necessary to understand what kind of information is crucial or of interest to the policyholder and try to drum up support from the lawmakers.
· ANIA mentioned that comparability could be an issue.
· Members were not worried that some groups had already published their SFCR well ahead of their deadline of 1 July, but rather said they would be worried if groups did not manage to meet this requirement.
· The chair shared his views that the use of the SFCR could be different depending on the market and this aspect should be borne in mind when collecting evidence.

Action points:
· It was agreed that at the next meeting in August, members will provide insight into what is done in their market which could provide a basis for the next steps.



	6 EIOPA stress test – feedback and future lobbying position
	For discussion and approval
	ECO-SLV-17-102

	
· The secretariat provided an overview of the feedback received from members regarding the 2016 stress test. Members were invited to discuss the key emerging messages and exchange views on potential arguments used to substantiate these messages.

Summary of discussions:
· The secretariat reminded members about the purpose of this item. Members were asked whether they agree with Insurance Europe’s current draft positions on the stress testing exercise following a mandate given by Ecofin and EIOPA’s keenness to receive industry feedback.
· The secretariat went through each area pointed to EIOPA as of concern in the draft and members were asked to provide comments if any.

Timing
· DIA proposed the following schedule: launch workshop in end May, launch stress test end August, launch Q&A beginning of September, companies’ submission of results end September. This would make it possible for the stress test to be run on mid-year data which are more up to date given the timing, allow for no interference with the summer break and other reporting.
· Assuralia noted that the stress test should take place before or after the summer break. In Belgium the national stress test is starting on 30 June up to 15 September with very extensive and burdensome calculations foreseen by the NSA.
· The VVN did not support the Danish proposal because that would mean that companies must prepare during the summer break anyway. It favoured the status quo (April-May) as the industry can leverage on the information already available from the annual QRTs and RSR.
· The GDV did not agree with basing the stress test on mid-year data. However, the industry should ask for a longer period for the submission of the results ie current timeline + 4 weeks between launch and submission.
· The FFA suggested as a new key message that EIOPA should strive to avoid overlap with the national stress-tests.

Design
· DIA indicated that the stress tests instructions were not very clear and this was evidenced by the number of times NCAs and companies exchanged back and forth to enhance clarity of the specifications.
· The GDV stressed the reference to the quote by the ESRB on the (ill-) consistency of the stress test on the government bonds. 
· Assuralia suggested that the stress test scenarios should shock the spreads rather than the yields.

Communication of results
· Members confirmed to all be against disclosure of individual company’s data as a general principle because of the potential outlandish scenarios/requirements EIOPA could come up with in the future. 
· DIA stressed that the stress test goal which is to prevent systemic risk did not necessarily require the publication of companies’ individual results.
· The VVN stressed that the real concern to be addressed is to make sure that EIOPA proposes meaningful stress tests.
· The FFA stressed that the results of the stresses required in the ORSA are not publicly disclosed.
· The VVN noted that some companies however publish on own initiative the stress test results. The chair stressed that there is a whole difference between the fact that some companies disclose information after they know their results and accepting a blanket requirement to disclose individual results for all firms before the beginning of the stress tests. The chair went on to say that Insurance Europe should remind EIOPA that the focus must be the MCR.

Action points:
· On the basis of the discussion, the secretariat will update the positions which will be shared in the coming weeks with members for comments/additional input to be provided. 


	7 Issues related to the practical application of the proportionality principle
	For information and discussion
	ECO-SLV-17-103


	
The secretariat provided an update on recent input and actions in the area of proportionality. Members were invited to share information on related work and engagement in their respective markets.

Summary of discussions:

· ANIA noted that the company mentioned in the initial example is not willing to specify what simplifications they requested from the Italian supervisor for reasons of confidentiality. Therefore, ANIA understands that it is difficult for the secretariat to include this example in its further work on proportionality. 
· ANIA is working on a proposal on proportionality in which it proposes that the burden of proof will be reversed from the company to the supervisor. Companies are expected to auto-evaluate whether they qualify for certain proportionality provisions, based on thresholds defined by the regulator. 
· Additionally, ANIA noted that before the end of the summer a first draft of Italian national regulation on proportionality is expected. 
· The GDV believes examples on proportionality are not helpful as these are company/country-specific. The way forward should be to ask for a consistent EU-wide approach, which seems to be lacking at the moment. 
· The GDV ran a study on proportionality among its members, asking their impression on complexity and cost in regard to the risk profile of the company. Almost 90% of members responded they are unhappy with the situation on proportionality issues, especially regarding pillar three. The GDV will share the translation of the questions of the study on proportionality with the secretariat and suggested it may be useful to run this study on a European level. 
· The chair added that this exercise would be extremely useful. From his experience working for a medium/large company, he is aware pillar three can be extremely burdensome. At year-end 2016 and in Q1 2017 his department had to produce 140 reports to various instances - both internally and externally – blocking any other type of activities for the department involved. Proportionality should be addressed at the level of reporting – not linked to the size of the company but to purpose of the reporting. Over information should be avoided; proportionality should also have to take into account the objectives to be achieved.
· ANIA believes it would be difficult to reach a consistent European approach. They instead supported a national approach on advocacy before bringing the issues at European level. The European regulator has mandated the national regulators with the implementation of the proportionality principle; if national regulators have difficulties implementing a coherent proportional principle into their legislation, then EIOPA may be willing to work on a European level. 
· ANIA asked if other regulators are working on this issue. 
· The ABI remarked that third pillar reporting is disproportionate, in particular for smaller companies. The question often raised is what are regulators actually doing with the information they receive? Can they demonstrate that is essential/useful for their regulatory function? The ABI did a cost/benefit analysis - just before the PRA issued their national specific templates - looking at the burden involved for the firms producing these forms relative to the benefit the PRA derives from them. If the information is not essential, it can be streamlined or removed. It is a useful approach, putting the burden on the regulator to demonstrate what they will use the information for. Because in the national reporting there is often duplication of information which is already reported in the QRTs.
· The chair noted that companies already share very extensive QRT data, which should be sufficient. 
· DIA commented its members have to report numbers for FSA and National Bank for the same templates, and still the National Bank manages to come up with additional information that was needed. 
· The secretariat highlighted that during an event in May, EIOPA noted there would be a stock taking exercise at the beginning of next year, in which it would assess what information in the QRTs is really needed, and what information is lacking. 
· As there are different perspectives on examples, and the proposal for the reversal of burden of proof was already raised in the Solvency II letter to Commissioner Dombrovskis, the secretariat concluded that it would look to receive more information on work being by members at national level, on the basis of which it would propose to discuss actions at European level. It encouraged members to also consider putting forward more proposals on simplifications in the Delegated Regulation.
· The GDV noted that its own study on proportionality may be worth replicating at European level. 

Action points:
· ANIA will share its proposal on proportionality. 
· The GDV will share the translation of the questions of the study on proportionality with the secretariat.




	8 Solvency II review – EIOPA work on EC call for advice on treatment of unlisted equity, unrated debt, strategic participations
	For discussion 
	ECO-LTI-17-041
ECO-SLV-17-104

	
The secretariat updated members on recent developments. Members were asked to share views on EIOPA’s emerging positions and advise on priorities across asset classes that are in the scope of the EIOPA work.

Summary of discussions:
· ANIA expressed frustration at the lack of clarity around what types of assets specifically are incorporated in the “unrated debt” category. Furthermore, ANIA was very surprised that EIOPA formally announced that their recommendations will not be based on any analysis of probability of default and loss-given-default.
· ANIA further advised that they have been approached by their national regulator with respect to the topic, on an informal basis. ANIA will report with more detail as they acquire further information.
· The GDV indicated that they received no substantial feedback on unlisted equity from their members who seemed comfortable with the SCR charges associated with unlisted equity.
· The GDV further indicated that, with respect to the transfer of internal model credit assessments, this could in theory work within a single organisation (eg a group), but that it is unrealistic that transfers will be enabled between two completely distinct/independent entities due to the legal complexity/restrictions involved.
· The GDV can further supply the secretariat with some data from the Schuldschein market, which indicates the default experience of privately placed debt, which in some cases show no defaults at all, and on others, a default experience suggesting a AA - A rating.

Action points:
· Insurance Europe will recirculate a document, consolidating its emerging positions on unrated debt and unlisted equity.
· Members will be asked to provide further evidence and analysis, to strengthen the main arguments, or to provide further arguments on the topic.



	9 Exchange of views on experience with the application of the VA and the MA: challenges and opportunities
	For discussion
	Verbal

	
Members were invited to share information about the practical application and performance of the VA/MA measures.

Summary of discussions:
· The secretariat referred to ICS 1.0, which puts forward new valuation approaches. The secretariat will look into these in the coming weeks, however it highlighted that it is very important for members to send input from member companies, involved in the IAIS field testing exercise.
· The VVN and ANIA indicated that they are working on investigating valuation issues in Solvency II.

Action points:
· The secretariat to share preliminary views on the valuation approach in ICS 1.0 and members to share input.




	10 AOB
	
	

	· The FFA gave a presentation outlining their findings on French insurers’ equity holdings and their evolution over the last 15 years. Other members indicated similar trends in their markets.
· EIOPA recently published reports
· The secretariat reminded members about the recent reports published by EIOPA, namely the ORSA report and the Financial stability report. 
· The secretariat had circulated its analysis of the report and the proposed next steps – members were asked to provide comments, but no remarks were made.

Action points:
· Insurance Europe will circulate a memo for action, where members will be asked for analysis and data from local markets around the evolution of equity holdings. This should ideally be split between direct holdings and holdings in funds, as well as holdings based on book value vs. holdings based on market value.

Upcoming Solvency II WG meetings (LIT PG also invited):
· 30 August
· 4 October
· [bookmark: _GoBack]8 November
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