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​General

The European (re)insurance industry will require approximately 18 months to implement the necessary systems and procedures to support Solvency II reporting. We very much support EIOPA’s initiative to work in advance of these timelines to determine the content of the quantitative reporting templates (QRTs) which forms the bulk of Pillar III requirements. In November 2011, EIOPA launched a public consultation on the draft QRTs and draft guidelines on narrative reporting (RSR)/public disclosure (SFCR). In December 2011, EIOPA launched a subsequent consultation to consider additional reporting requirements for financial stability purposes.

Now that industry has had the opportunity to view the entire reporting package in parallel, we would like to make some comments and highlight some outstanding issues of concern. 
While we understand the benefits of incorporating all reporting requirements into one package, the industry is becoming increasingly concerned as to how this would work in practice within the framework of Solvency II and assessing compliance with Pillar I requirements.  
Proportionality/Materiality 

· We are uncertain as to how proportionality and materiality might apply in practice.
For many undertakings, this level of reporting will be a requirement for the first time. We note that EIOPA has consulted on materiality thresholds, we support this initiative however without conducting a full cost/impact analysis, it is difficult to assess their applicability. Anything which deems to assess the size of an undertaking or market will be subjective depending on the jurisdiction. 
We are particularly concerned with the proposed threshold for determining undertakings which should report additional financial stability information. We believe the threshold is too low and would capture many more takings than only the largest groups, or undertakings with large holdings of assets, as was EIOPA’s stated purpose. Feedback would be helpful in terms of how EIOPA arrived at this threshold and how many European (re)insurers they expect will fall under this requirement. 
· Where the (re)insurer does not directly hold risk, detailed reporting should be reduced.

Unit-linked, and equivalent type contracts, work in a similar way to a savings vehicles with the key characteristic that financial risks are in many cases borne by the policyholder. EIOPA have proposed extensive reporting on unit-linked contracts in the QRTs and we would ask that EIOPA consider the actual risk element when finalising the QRTs. In particular, asking for a total look-through approach (Assets D4) for all funds including those backing unit-link contracts appears too demanding when the risk is borne by the policyholder. 
Quarterly templates

· The use of approximations and simplified calculations are essential in order to deliver quarterly reports.

We fully support EIOPA’s move towards simplifying the QRTs required for quarterly reporting. We also express support for the accepted use of approximations and simplified calculations in quarterly reporting as without such methods, quarterly reporting will be almost impossible to achieve within the proposed timelines. 

Due to the nature of the (re)insurance business, full calculations are performed on an annual basis and monitored on an on-going basis to detect material change. To arrive at a full calculation, many runs of models are required. Since solvency capital requirements are calculated on a one time horizon, this point is of particular importance. In the past, the European Commission and European Parliament has discussed the issue of proportionality in terms of quarterly reporting particularly for undertakings considered small in terms of nature, scale and complexity. We would also ask that EIOPA consider these two issues in parallel. For some undertakings, the burden of producing quarterly reports would outweigh the supervisory benefit in terms of monitoring material change.

· Financial stability reporting should not reduce the quality of data used for Solvency II supervision.

EIOPA recently consulted upon additional data sets to be used for monitoring financial stability of the largest (re)insurers in the European market and undertakings with large holdings of assets. 
Insurance Europe has major concerns with the proposals to require group data to be delivered within solo deadlines. Firstly, the information will be very difficult to collect and present at group level without first being available at the underlying solo level. Secondly, any accelerated timeframe for reporting of information will reduce the overall quality of data. 
The industry strongly advocates against double reporting and it is not yet clear if these accelerated subsets would replace the data in QRTs to be delivered for Solvency II supervisory purposes. We see alternatives, both of which have negative consequences – (re)insurers would be required to report accelerated estimates of QRTs subsets and financial stability indicators, then report the same information again according to normal QRTs deadlines – the accelerated estimates of QRTs subsets would be used in the QRTs for Solvency II supervisory purposes however the data will be of a reduced quality. 

It should not be the case that industry has to report multiple versions of the same data set but likewise, undertakings should have time to validate and sign off reports with their management before data is used for Solvency II supervisory purposes.  
· It should not be required to report quarter 4 reports

During the closing period which follows a financial year end, undertakings will have to prepare, validate and submit Solvency II and financial reporting annual statements. To meet quarterly requirements, undertakings will have to rely on simplification techniques therefore the additional benefit of a quarterly report, within the same quarter as an annual report, is not clear to us. 

Public disclosure 

· Templates for public disclosure should not contain undertaking sensitive data or present a breakdown of complex calculations. 
We fully support EIOPA’s proposals to use simplified templates for disclosure of Solvency II QRTs. Information should be pitched at the right level enabling all stakeholders to understand the information, and to provide quantitative illustrations supporting qualitative explanations in the Solvency and Financial Condition Report (SFCR). Market transparency is of utmost importance and external stakeholders should have access to the right level of information upon which to base their judgements.
Public disclosure of quantitative information should however not result in undertaking sensitive data or very complex calculations being disclosed.  In this respect, we believe further discussions are required with EIOPA on the Own Funds and Risk Concentration templates which we believe go against these principles.
· Public disclosure of information should be presented in a way which allows comparability and would not give rise to ambiguity. 
Insurance Europe has particular concerns with disclosing the Statutory Accounting column alongside the Solvency II column in the public Solvency II balance sheet. Due to differences between accounting and Solvency II valuation principles, further complicated by the diverse usage of IFRS and local GAAP principles, it will be incredibly difficult to present these two columns in a comprehensive and comparable manner. 
For this reason, we do not believe that Article 287(1&3) of the draft Level 2 text should result in a full quantitative reconciliation of the Solvency II balance sheet being disclosed. We interpret the EC requirements being satisfied by a qualitative reconciliation using some quantitative illustrations where necessary. We therefore propose to delete the Statutory Accounting valuation column of the public Solvency II balance sheet. 
Information held by 3rd party providers

· Reporting of this information may not be possible within the proposed reporting deadlines and (re)insurers may incur additional fees for passing data on to third parties (supervisors). 



Underlying information on assets in a portfolio (look-through) is often not held directly by (re)insurance undertakings. They must rely on external services providers to report this information. Representatives from this industry, the Third Party Administrators (TPAs), acknowledge this as being an issue and in a letter to EIOPA, identified the many third parties that exist within the data chain. To collate this kind of information may take weeks and sometimes months and within the deadlines anticipated by EIOPA, will be a huge challenge.  
Also, rating agencies and data disseminators will charge additional fees for information to be passed on to third parties (supervisors) therefore the cost to the industry will be large. The fact this is linked to overall compliance with Solvency II is concerning.

We note that many of the information requirements stemming from the QRTs do not originate from the Solvency II framework directive and as such, would not be required to assess the solvency situation of an undertaking. We appreciate that in the current economic climate, financial stability is a priority for supervisors and policy makers. We would however ask that EIOPA consider the practicalities of how this might be integrated into Solvency II reporting. 

Balancing narrative reporting and QRTs

EIOPA’s draft guidelines on narrative reporting (RSR) and public disclosure (RSR) include some issues which are already covered in detail by the QRTs, for example information on Own Funds. It needs to be clarified whether or not undertakings have to provide additional information beyond the requirements defined in the quantitative reporting templates, or if parts of the guidelines refer indirectly to the information already provided by the QRTs.
Double reporting of information already outlined in the QRTs should be avoided. If certain information needs can be fulfilled by the information provided by the QRTs, this information should not also appear in the qualitative parts of narrative reports.

About Insurance Europe

Insurance Europe is the European insurance and reinsurance federation. Through its 34 member bodies — the national insurance associations — Insurance Europe represents all types of insurance and reinsurance undertakings, eg pan-European companies, monoliners, mutuals and SMEs. Insurance Europe, which is based in Brussels, represents undertakings that account for around 95% of total European premium income. Insurance makes a major contribution to Europe’s economic growth and development. European insurers generate premium income of over €1 100bn, employ nearly one million people and invest almost €7 500bn in the economy.[image: image9.png]w* jnsurance
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