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Key lessons from Taxonomy 2.8.0 and recommendations for enhanced implementation
 
Introduction
With the widespread adoption of Solvency II Taxonomy 2.8.0 by all insurers for their annual and quarterly reporting, now is the right moment to assess companies’ experience so far, and to take stock of the various impacts, lessons, and opportunities arising from the implementation process. 
Against this background, the industry provides in this paper a number of lessons learnt and specific accompanying recommendations for further future streamlining and improving. 

Overview
Improved quality control before publication
The final published texts/documents often contain numerous errors, highlighting the need for enhanced quality control measures prior to publication. Once inconsistencies or errors are brought to the attention of EIOPA, it is important to address these as soon as possible, to avoid unnecessary costs and burdens for undertakings.  The anecdotal example in annex illustrates the need for improved quality control. 

Recommendation: 
· EIOPA should conduct thorough quality checks prior to publishing texts to ensure accuracy and reliability.
· Swiftly addressing the inconsistencies between the ITS on reporting and disclosure and the templates, related instructions and taxonomy. 
· Proposing feasible IT solutions when it comes to reporting templates, including a focus on clear reporting instructions
Enhanced documentation structure/governance
Information regarding several adjustments is dispersed across multiple documents with varying iterations of track changes, which is  causing confusion and hampering efficient understanding and implementation of requirements or updated requirements. The anecdotal example in annex illustrates the need for enhanced documentation and governance structure. 

Recommendation: 
· Clearer mapping of changes and improved documentation structuring are necessary to facilitate understanding and implementation, ultimately ensuring compliance with the reporting requirements.
· A possible solution to alleviate the workload of insurance companies would be to provide a table of QRTs that are either changed, deleted, replaced or new. Additionally, EIOPA could indicate whether the change involves the reporting table, the instructions of individual cells or the validation rules. Additionally, it is proposed that EIOPA provides the templates log instructions in track changes.

Proactive information dissemination
Information sharing is perceived as being rather passive, requiring companies to actively monitor EIOPA's relevant webpages for updates. Although there is an RSS feed available on the EIOPA DPM/XBRL page,  it appears difficult to install and does not capture all the changes and elements, notably Q&A revisions are excluded. This reactive approach can lead to delays in accessing important information and may result in missed opportunities for timely action.

Recommendation: To enhance communication effectiveness, implement mechanisms for proactive communication such as newsletters or mailing lists to keep stakeholders informed. Alternatively, the RSS feed on the EIOPA DPM/XBRL page could be expanded and made more user friendly.
 
Validation management
In a number of cases, new validations to existing QRTs were added (see annex for examples), some of these validations were incorrect, resulting in unforeseen errors and error messages for certain data cells that were anticipated to remain unaltered during testing. Many of these errors are only discovered during testing procedures, necessitating undertakings to invest significant time in investigating the cause of these errors.

Recommendation: 
EIOPA should check validations thoroughly before including them, as well as comprehensively outlining changes in validations, cross-checks, etc., to assist companies in identifying and addressing potential issues.
 
Timely and clear communication
At times, there are delays in EIOPA’s responses to undertakings’ enquiries and although a Q&A tool/process is in place, the response delay is considerable and the responses are difficult to monitor. In fact, many undertakings have already implemented, in their IT systems, an interpretation (due to time constraints and the need to report) based on the information at their disposal at the moment of implementation. Any clarifications, provided by EIOPA at a later stage after the official publication, require new IT implementation of the specific data cells of the QRT. 

Recommendation: Provide clear and timely instructions/logs from the outset to minimise the need for 
extensive Q&As, and to foresee a quick and swift response process for the Q&As. 
 
Targeted/improved workshop efficiency
Workshops on QRTs are generally perceived as providing valuable insights, however, they can be overwhelming at times due to mixed audiences.

Recommendation: Differentiate workshops based on audience segments (business vs. technical) to improve efficiency and relevance.

Use of future mandates 
The solvency II directive amendments foresee in a number of mandates efficient use of these could help to reduce the burden for companies and to streamline the reporting requirements. 
Recommendation: In order to reduce the burden EIOPA should use the mandates provided in the Amended SII Directive, including the ITS on RSR reporting templates and the joint ESAs report on potential measures to develop an integrated data collection.  
 
Conclusion and next steps
The industry believes that taking into consideration these recommendations will streamline and may potentially ease the burden for insurance companies.
It is also key that EIOPA takes into account the recommendations when preparing further taxonomies, such as Taxonomy 2.10.0. 




Annex 
Examples regarding erroneous validations 
Error type 1 – Incorrect validation due to incorrect ITS
While templates S.17.01.01 and S.19.01.01 remain unchanged under the new taxonomy, new validation rules have been added comparing fields in both templates:
BV1438 - BV1474; BV1439 - BV1475; BV1440 - BV1476; BV1441 - BV1477; BV1442 - BV1478; BV1443 - BV1479; BV1444 - BV1480; BV1445 - BV1481; BV1447 - BV1483; BV1449 - BV1485; BV1451 - BV1487
In these validations, EIOPA compares figures including costs with figures excluding costs. When these issues were raised with EIOPA, it responded that the ITS was incorrect, as EIOPA requires figures including expenses throughout.

Error type 2 - Incorrect cross check
The following cross-check is part of the taxonomy: 
Compare cells: “S.26.13.01.03 (Reserve Risk Aggregate) - R0090 / C0070” and “S.26.08.01 (SCR for (partial) internal model) - R0350/C0010”
The cross check in the taxonomy expects both values to be the same.
However, according to the ITS, in S.26.13.01 an undertaking should report information on their internal model for NL and Health NSLT. Specifically, in S.26.13.01 – R0090/C0070, undertakings are required to provide the SCR Reserve Risk gross of Reinsurance on an aggregated level for the internal model scope.
Template S.26.08.01 contains the overall SCRs as calculated by the undertaking. For S.26.08.01 – R0350/C0010 the ITS specifically mentions that it should equal S.26.13.01 – R0090/C0050 plus the part calculated using the standard formula for undertakings using a partial internal model where relevant.
While EIOPA clarified, by means of a Q&A that this reference to R0090/C0050 is incorrect and should in fact be R0090/C0070, there remains a concern if an undertaking models only a part of the NL/NSLT scope via an internal model, and thus also has a non-zero SF part. In that case, the reported SCR in S.26.08 can never be equal to the S.26.13.01 and therefore the values can in fact be different.

Anecdotal example illustrating the need for consistent/concise and comprehensive information
In the context of reporting to EIOPA under taxonomy 2.8.0, companies face a highly complex and document-intensive process. One particular company, tasked with submitting over 50 QRTs, provides an example of the challenges involved. When changes are introduced to the ITS on reporting and disclosure, the company initially has to manually review all the changes. This involves meticulously going through the ITS logs to identify modifications and consulting the annotated templates provided by EIOPA.
However, since the ITS documentation is not always accurate, companies have to consult several documents manually, this includes the list of known issues and the EIOPA Q&As. Concurrently, as the company implements the changes, it also has to validate its updates against the required package validations. These validations not only often contain errors themselves but are also updated regularly requiring checks in a separate Excel sheet. This implies manually cross-referencing to ensure no additional changes were overlooked.
Adding to these difficulties, any discovered errors in the ITS, taxonomy or validations have to be queried with EIOPA through the Q&A tool. However, responses can take several months, leaving companies in a state of uncertainty, all the while under pressure to report timely.
Once the reporting package is finalized, it has to be submitted in XBRL format to the NSA. In this specific instance, the test environment was non-operational. Consequently, the final package was submitted without prior testing. This led to submission failures due to an incorrect filing rule. So companies also need to ensure that all cells in their submission adhere to these filing rules, requiring another layer of manual verification against a separate Word document.

