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KEY DEVELOPMENTS
This has been a quiet month for new regulatory developments.
The latest newsletter from the International Association of Insurance Supervisors (IAIS)
highlights their new Self-Assessment and Peer Review (SAPR) program. Initially, this is a selfassessment by national regulators against lists of questions prepared by the IAIS. Each list
focuses on a specific topic such as Supervisory Process or Group Wide Supervision. The
national self-assessments are supported by reviews from regional coordinators and
implementation partners to improve the consistency of completion. The IAIS program
aggregates reviews, groups them and examines them for common themes. The first set of
SAPR reviews are already underway. With this program the IAIS is clearly looking beyond its
current primary role, as a standard setter, to monitoring and enforcing implementation. There
is a clear parallel with the evolving role that EIOPA has outlined for itself – Gabriel Bernardino
has spoken about the role EIOPA will take in ensuring consistent implementation of Solvency
II across the 28 EU states.
In last month’s editorial, I highlighted BaFin’s 2015 Annual Report. This month BaFin
produced an update on the “day 1 reporting” and the first quarterly reporting under Solvency
II. Rather worryingly, the SCR coverage ratio, for the 84 Life insurers that BaFin regulates,
showed a noticeable drop over the first quarter. However, the initial average level of SCR
Coverage ratio was very high. Interestingly, BaFin is the only regulator to have made an
announcement on the impact of the move to Solvency II.
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International
Key Developments
Report to G20
Leaders on Financial
Regulatory Reforms

The Financial Stability Board (FSB) published a letter from its Chair Mark Carney to Group of 20 Countries (G20)
Leaders, along with the second annual report on the implementation and effects of the G20 financial regulatory
reforms. The letter highlights the following:

- FSB

»

The G20 financial reforms are working—in the face of recent shocks the financial system has continued to
function effectively, dampening aftershocks rather than amplifying them.

»

The financial system is changing to rely more on markets and less on banks—this is a major positive
development, but one that also raises new vulnerabilities, which the FSB will address with its continued
work to promote resilient market-based finance.

»

Ongoing support of the G20 leaders is required to implement the reforms fully, consistently, and
promptly—in particular, support is required to implement the critical measures to end too-big-to-fail.

»

Developments in recent years raise the importance of new measures to support a more resilient, inclusive
globalization built on sustainable cross-border investment.

August 31, 2016
Type of Information:
Report

Additionally, the FSB’s second annual report concludes that implementation progress remains steady, but
uneven, and the strengthened resilience due to the reforms has stood the global financial system in good stead.
The largest internationally active banks are considerably more resilient than before the crisis, and remain on track
to meet the Basel III capital and liquidity standards. Importantly, this improvement has been achieved while
maintaining the overall provision of credit to the real economy.
Implementation of policies to end too-big-to-fail has advanced the most for global systemically important banks
(G-SIBs), but substantial work remains to build effective resolution regimes and to operationalize resolution
plans for cross-border firms. The report also highlights that implementation of resolution reforms is significantly
less advanced in the insurance sector, although crisis management groups have been established and recovery
plans adopted for most global systemically important insurers (G-SIIs). Progress has also been made in
strengthening the resilience of financial markets, although additional efforts are needed to implement reforms to
over-the-counter (OTC) derivatives markets and to transform shadow banking into resilient market-based
finance. In this respect, work is ongoing to strengthen market infrastructure and address vulnerabilities in
market-based finance and asset management activities.
The FSB, through the Standing Committee on Standards Implementation (SCSI), coordinates and oversees the
monitoring of the implementation of agreed financial reforms and its reporting to the G20. The FSB reviews the
list of priority areas annually in light of policy developments at the international level.
Links: Press Release, FSB Chair’s Letter to G20 Leaders, Second Annual Report, Implementation Monitoring, Priority Areas,
Implementation Progress Dashboard
Keywords: Financial Reform, G20

Monthly Newsletter

The International Association of Insurance Supervisors (IAIS) published its August 2016 newsletter.

- IAIS

This issue of the newsletter highlights that IAIS has clearly intensified workstreams related to ComFrame, the
Insurance Capital Standard (ICS), Insurance Core Principles (ICPs), and G-SII. However, standard-setting alone
does not have a direct impact on insurance regulation and supervision and therefore the implementation of
standards must also be a strategic priority. As a standard-setting body with a global membership of
approximately 200 supervisory authorities, identifying the challenges supervisors face in implementation is of
critical importance.

August 23, 2016
Type of Information:
Report

In this context, the IAIS developed a Self-Assessment and Peer Review (SAPR) program. The assessments, which
are conducted on a thematic basis, provide members with an overview of their observance of each standard of
the assessed ICPs and result in an aggregate report. Aggregate reports for the thematic topics of market conduct
and Solvency and Solvency-related Issues are being drafted. Preliminary findings have been shared with the
Working Groups responsible for reviewing the ICPs. Additionally, assessments on supervisory cooperation and
reinsurance and macro-prudential surveillance are underway and should conclude in early 2017. IAIS assessments
have taken on more significance as the International Monetary Fund (IMF) and World Bank Financial Sector
Assessment Program assessments have become less frequent for a large number of supervisory authorities.
Keyword: SAPR
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Guidance Papers on
Resolution Planning
and Fifth Report to
the G20 on Progress
in Resolution

The FSB published two final guidance papers, along with a progress report on resolution, to assist the resolution
planning work of authorities and firms, as part of the policy agenda to end “too-big-to-fail”:

»

- FSB
August 18, 2016

Guiding Principles on the Temporary Funding Needed to Support the Orderly Resolution of a G-SIB: The

guiding principles seek to address the risk of banks having insufficient liquidity to maintain critical
operations during a resolution. They are intended to ensure that temporary funding is available to enable
effective resolution of G-SIBs without bail-out by the public sector.

»

Guidance on Arrangements to Support Operational Continuity in Resolution: The guidance sets out
arrangements to support the continuity of critical shared services, such as information technology
infrastructure and software-related services, which are necessary to maintain a firm’s critical functions in
resolution. The public consultation for this guidance was issued in November 2015 and this revised version
incorporates the feedback received.

»

Resilience through resolvability—moving from policy design to implementation: This is the FSB’s fifth report

Type of Information:
Guideline

to the G20 on progress in resolution. The report reviews achievements so far and sets out further actions to
fully implement the Key Attributes and ensure that all global systemically important financial institutions
are resolvable. It also reports the findings from the second round of the Resolvability Assessment Process GSIBs and the initial results from the first Resolvability Assessment Process for G-SIIs.

While commenting on these developments, Elke König, Chair of the FSB Resolution Steering Group and Chair of
the European Single Resolution Board, emphasized that good progress has been made. However, further work is
required to establish effective policies and regimes, particularly for central counterparties (CCPs) and systemic
insurers. He also highlighted that the steps outlined in the report to the G20, once implemented, will enable
resolution of firms at no cost to the taxpayers. To ensure further progress, the FSB’s priorities for the remainder
of 2016 and 2017 are:

»

Develop further guidance on CCP resolution, building on the discussion paper on Essential Aspects of CCP
Resolution Planning, which identifies elements that are core to the development of effective resolution
strategies and plans for CCPs

»

Finalize the remaining elements of the total loss-absorbing capacity (TLAC) standard, including guidance on
the implementation of internal TLAC and final proposals on TLAC holdings and TLAC disclosures

»

Develop further guidance to support the resolution planning work of authorities and firms, including on
ways in which access to financial market infrastructures can be maintained in resolution and on the
operational execution of bail-in

»

Develop a Key Attributes assessment methodology for insurers and monitor implementation of the
guidance on Developing Effective Resolution Strategies and Plans for Systemically Important Insurers

Links: Press Release, Guiding Principles on the Temporary Funding Needed to Support Orderly Resolution of a G-SIB, Guidance on
Arrangements to Support Operational Continuity in Resolution, Fifth Report to the G20 on Progress in Resolution, Essential Aspects
of CCP Resolution Planning, Developing Effective Resolution Strategies and Plans for Systemically Important Insurers
Keywords: G-SIB, G-SII, RRP

Forthcoming
Insurance Contracts
Standard: Project
Updates
- IASB
August 10, 2016
Type of Information:
Statement

The International Accounting Standards Board (IASB) updated the webpage for the insurance contracts project.
The updates include:

»

Information on the current stage of topic-based fieldwork, which includes the fieldwork questionnaire
provided to the participants

»

Statement of the IASB feedback on the 2013 Exposure Draft Insurance Contracts

»

The effect of board re-deliberations on the 2013 Exposure Draft, a staff paper indicating how the proposals
in the 2013 Exposure Draft Insurance Contracts would change as a result of the IASB’s tentative decisions

Keywords: IFRS 4, Insurance Contracts
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Peer Review on
Implementation of
the Principles of
Corporate
Governance
- FSB
August 08, 2016
Type of Information:
Guideline

The FSB launched a peer review on the implementation of the G20/Organisation for Economic Co-Operation and
Development (OECD) Principles of Corporate Governance. The principles have been adopted as one of the FSB’s
Key Standards for Sound Financial Systems serving FSB, G20, and OECD members.
The review aims to assess the application of these principles to publicly listed, regulated financial institutions by
the FSB member jurisdictions. The objective of this assessment is to identify the effective practices and the areas
in which good progress has been made, while noting gaps and areas of weakness. It will also inform work that is
underway to revise the OECD’s Assessment Methodology and will provide input to governance-related aspects of
the FSB’s broader work on conduct for financial institutions. World Bank uses the OECD’s assessment
methodology as the basis for country assessments that are undertaken as part of its Corporate Governance
Report of Standards and Codes initiative.
The FSB invites feedback from financial institutions, industry and consumer associations, and other stakeholders
on the areas covered by the peer review. The last date to submit the feedback is September 09, 2016, including
comments on the following:

»

The design of corporate governance frameworks, including legal and regulatory powers, to promote
transparent and fair markets and for the efficient allocation of resources

»

How the corporate governance framework should protect and facilitate the exercise of shareholders’ rights
and ensure equitable treatment of all shareholders, including minority and foreign shareholders

»

Ways in which the corporate governance framework can recognize the rights of stakeholders and encourage
active co-operation between the financial institution and stakeholders in creating wealth, jobs, and the
sustainability of financially firms

»

How the corporate governance framework can ensure that timely and accurate disclosure is made on all
material matters regarding the financial institution, including its financial situation, performance, ownership,
and governance

»

How the corporate governance framework can ensure the strategic guidance of the financial institution, the
effective monitoring of management by the Board, and the Board’s accountability, including to the
shareholders

A questionnaire to collect information from national authorities has been distributed to the FSB members. The
responses will be analyzed and discussed by the FSB later this year. The peer review report will be published in
early 2017.
Links: Press Release, Details of Thematic Peer Review, Principles of Corporate Governance, Key Standards for Sound Financial
System
Keywords: Corporate Governance
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Europe
European Union
Key Developments
Published Answers to
Regulation-Related
Questions
- EIOPA
August 05, 2016
Type of Information: Q&A

This month European Insurance and Occupational Pensions Authority (EIOPA) published answers to questions
on the following topics:

»

Guidelines on valuation of technical provisions

»

Guidelines on reporting and public disclosure

»

Final report on the implementing technical standards (ITS) on the templates for the submission of
information to the supervisory authorities (CP-14-052)

»

Final report on the ITS on procedures, formats, and templates of the solvency and financial condition
report (CP-14-055)

The Q&A tool of EIOPA can be used to submit questions on the regulatory tools that have been published by
EIOPA. These include guidelines, but also particular (regulatory) processes such as the publication of the riskfree rate. All stakeholders, including financial institutions and supervisors, can submit questions. The Q&A tool
is intended to ensure consistent and effective application of regulations in the European economic area.
Link: Q&A on Regulation
Keyword: ITS

Consultation on the
Presentation Format
of Insurance Product
Information
Document
- EIOPA
August 01, 2016
Type of Information:
Regulation
Regulatory Status:
Proposed Rule

The EIOPA published a consultation paper on draft ITS for standardizing the presentation format of the
Insurance Product Information Document (IPID).
This consultation aims to collect public feedback about the presentation of the IPID, including on features such
as its length, the use of icons and symbols, and possible advantages of digital and paper formats. EIOPA's
proposals for the IPID are based on two phases of consumer testing that were conducted among more than
3,000 consumers in a representative sample of member states. The IPID will be provided to the customer prior
to the conclusion of a non-life insurance contract, in accordance with the provisions of the Insurance
Distribution Directive (IDD). The purpose of the IPID is to ensure that key information about non-life insurance
products is presented to the customer in a standardized format, which they can use to understand the product
offered and to compare different products. The key information to be included in the IPID is determined by the
IDD.
Comments Due Date: October 24, 2016
Effective Date: N/A
First Reporting Date: N/A
Links: News Release, Consultation Paper
Keywords: IDD, IPID, ITS
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Germany
Key Developments
New Solvency II
Reporting: Figures
Reported for
Insurance Classes for
the First Time
- BaFin
August 09, 2016
Type of Information:
Statement

BaFin, the Federal Financial Supervisory Authority in Germany, published its findings from the figures reported
for the individual classes of insurance for the first time since the new supervisory regime, Solvency II, entered
into force on January 01, 2016.
The evaluation of the "day 1 reporting" and the first quarterly reports revealed that apart from a few exceptions
in property and casualty insurance, all insurers were able to provide sufficient coverage for the new solvency
capital requirement (SCR). However, in the first quarter of 2016, SCR ratios deteriorated considerably due to
the difficult capital market environment, in particular in life insurance. The key findings by the class of insurance
follow:

»

Life insurance: On January 01, 2016, all of the 84 undertakings in the life insurance sector reported
sufficient SCR coverage. The SCR coverage ratio of the segment totaled 283%. During the first quarter,
however, it deteriorated noticeably. Nearly half of the life insurers make use of both the volatility
adjustment and the transitional measures.

»

Property and casualty insurance: The average coverage ratio was 278% at the beginning of the year and
remained virtually unchanged at 280% in first quarter. On January 01, 2016, three of the 186 property and
casualty insurers subject to the reporting requirement failed to provide sufficient SCR coverage. By the end
of first quarter, this number was down to two. Thanks to supervisory measures, one of these two
undertakings now meets the SCR.

»

Health insurance: All of the 41 health insurance undertakings under BaFin's supervision reported sufficient
coverage on both of the reporting dates mentioned. Eight health insurers apply specific measures for the
assessment of long-term guarantees under Solvency II, along with the transitional measures.

»

Reinsurance: As of January 01, 2016, the reinsurance sector showed an average SCR coverage of 326%,
which had declined slightly to 320% by the end of first quarter. Five reinsurers make use of a partial or full
internal model.

Starting in 2017, all primary insurers, reinsurers, and insurance groups will have to publish a report on their
solvency and financial condition under Solvency II.
Links: Notification, Summary of Results (to original language material)
Keywords: Regulatory Reporting, Solvency II

United Kingdom
Key Developments
Policy Statement and
Supervisory
Statement on
Solvency II
Remuneration
Requirements
- PRA
August 12, 2016
Type of Information:
Statement
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The Prudential Regulation Authority (PRA) published a policy statement (PS 22/16) and a supervisory statement
(SS 10/16) addressing Solvency II remuneration requirements. The PRA policy statement PS 22/16 provides
feedback to responses on consultation paper (CP 13/16) “Solvency II: Remuneration requirements” and includes
a final supervisory statement SS 10/16 on the Solvency II remuneration requirements, along with a
Remuneration Policy Statement reporting template for the PRA category 1 and 2 firms. The supervisory
statement SS 10/16 provides guidance for PRA category 1 and 2 Solvency II firms in complying with the
remuneration requirements.
Links: PS 22/16, SS 10/16
Keywords: PS22/16, Remuneration Requirements, SS10/16
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Asia Pacific
Australia
Key Developments
Delay in
Implementation of
Margining and Risk
Mitigation for NonCentrally Cleared
Derivatives

The Australian Prudential Regulation Authority (APRA) published a letter to communicate to all APRAregulated institutions (other than private health insurers), its decision of deferring the implementation of the
margin and risk mitigation requirements beyond September 01, 2016. These requirements have been specified
in CPS 226, which is the Prudential Standard on margining and risk mitigation for non-centrally cleared
derivatives. This deferment is due to the delays in implementation of the internationally agreed framework in
other major derivative markets.

- APRA

On February 25, 2016, APRA had released for consultation, a discussion paper on margining and risk mitigation
for non-centrally cleared derivatives, along with the new prudential standard CPS 226. As part of that
consultation, APRA had proposed that CPS 226 would formally commence on September 01, 2016, with the
new margining requirements phased-in from September 2016 to September 2020. The final version, which will
consider feedback received during the consultation period, will be released in the near future, thus allowing
industry participants to complete their preparations for the new standard. However, APRA will not set a
commencement date for CPS 226 at this stage. APRA will continue to monitor progress in other jurisdictions
and will advise the Australian implementation date, along with the revised phase-in schedule for margin
requirements, in due course.

August 22, 2016
Type of Information:
Statement

Links: Notification, CPS 226 and Related Documents
Keywords: Initial Margin, Non-Centrally Cleared Derivatives, Variation Margin

Final Requirements for
Non-Capital
Components of the
Supervision of
Conglomerate Groups
- APRA
August 08, 2016
Type of Information:
Regulation
Regulatory Status: Final
Rule

APRA released the final requirements for governance and risk management components of the framework for
supervision of banking and insurance conglomerate groups (Level 3 framework). APRA also released a letter in
response to the feedback received on the March 2016 consultation on these new requirements.
Four submissions were received on the March 2016 consultation. As a result of the feedback, minor
clarifications have been made, with details included in the response letter. APRA will formally determine the
Level 3 Heads and members of each of the eight Level 3 groups between now and July 01, 2017, when these
requirements take effect.
APRA had announced in March 2016 that it was deferring capital requirements for conglomerates until a
number of other domestic and international policy initiatives are further progressed. APRA does not propose to
initiate new consultations on the capital component of the conglomerate framework before mid-2017.
Comments Due Date: N/A
Effective Date: July 01,2017
First Reporting Date: N/A
Links: Media Release, Response Letter and Other Relevant Documents
Keywords: Financial Conglomerates

Malaysia
Key Developments
Bank Negara Malaysia (BNM) released the revised corporate governance standards, which are aimed at raising
Revised Corporate
Governance Standards the bar for financial institutions.
- BNM
August 03, 2016
Type of Information:
Guideline

BNM expects financial institutions to implement the minimum standards set out in the policy document.
Institutions are expected to demonstrate that their governance arrangements are operating effectively and
remain appropriate, given their size, nature of business, complexity of activities, structure, and systemic
importance. This policy document comes into effect on August 03, 2016, subject to the transitional
arrangements set out in Part G.
Link: Corporate Governance Standards
Keywords: Corporate Governance
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Singapore
Key Developments
Monetary Authority of Singapore (MAS), in its circular (MPI 01/2016), is communicating its decision to defer
Circular on Margin
implementation of the margin requirements for non-centrally cleared OTC derivative trades beyond September
Requirements for
Non-Centrally Cleared 01, 2016.
Derivatives
Earlier, on October 01, 2015, MAS had issued a consultation proposing to implement these margin
- MAS
requirements in a phased-in manner from September 01, 2016. MAS has been in close consultations with the
industry in Singapore and regional regulators on a coordinated implementation of the margin requirements.
August 22, 2016
Taking into account cross-border coordination issues as well as the level of industry preparedness, the MAS has
concluded that deferring the implementation is the most practical way forward. This will avoid unintended
Type of Information:
Statement
disruptions to financial markets and allow more time for the industry in Singapore to implement the new
requirements. MAS remains committed to the implementation of margin requirements for uncleared
derivatives in an internationally coordinated timeframe.
The circular also states that MAS will remain committed to the implementation of margin requirements for
uncleared derivatives in an internationally coordinated timeframe. MAS will issue the final rules on margin
requirements for uncleared derivatives in the coming months and expects financial institutions to continue their
preparation for the exchange of margins on uncleared derivatives. MAS will also monitor progress in the
implementation schedules of other major markets and will announce a revised phase-in schedule for Singapore
in due course.
Keywords: Initial Margin, Non-Centrally Cleared Derivatives, Variation Margin

Third Consultation on
RBC 2 Review:
Issuance of
Supplementary
Technical
Specifications for
QIS 2
- MAS
August 15, 2016
Type of Information:
Regulation
Regulatory Status:
Proposed Rule

The MAS had published its third consultation paper on the review of risk-based capital (RBC) framework for
insurers in Singapore on July 15, 2016. The paper stated that MAS was working with the Singapore Actuarial
Society on certain design parameters for the matching adjustment and illiquidity premium. MAS is now issuing
a circular (ID 05/16) on the supplementary technical specifications that are designed to assess the impact of
matching adjustment and illiquidity premium proposals under the second quantitative impact study (QIS 2) and
to gather additional information that might be helpful to refine the proposals.
The supplementary specifications also contain the instructions for insurers to conduct some sensitivity tests
related to market movements; for example, widening of credit spread and stresses on the Ultimate Forward
Rate (UFR) and risk-free rates. These supplementary specifications should be read in conjunction with the third
consultation paper on RBC 2 review.
Comments Due Date: October 20, 2016
Effective Date: N/A
First Reporting Date: N/A
Keywords: QIS 2, RBC 2
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Glossary
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publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Shareholder Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”
For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN
61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to “wholesale
clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent to MOODY’S that youare, or are
accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the
equity securities of the issuer or any form of security that is available to retail clients. It would be dangerous for “retail clients” to make any investment decision based on MOODY’S credit
rating. If in doubt you should contact your financial or other professional adviser.
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