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General comments on the Revisions related to the Holistic Framework for Systemic Risk in the Insurance Sector
<Bfi> <Overall comment>
<A RIOH B SCEICBW T, ZNETO L H 7% GSlls ZEn—#d24k | -« Inthis consultation, the LIAJ recognizes that the IAIS has intended to shift from
WKL TCOBR VAT I v 7 U AZHHEZEAT 27 7o —F6, R | an approach where systemic risk is only being applied to certain entities such
SDAEOIEENCE R EZ Y TlT 7T a—F~0v 7 hRERIN TS & as G-SllIs to an approach focusing more on the activities of each insurer.
PR L TS, - However, the LIAJ respectfully asks the 1AIS and participating supervisors to
LD LS, PUFORIZOWTIKA E LTRSS O F-EZ @Y | consider the following points which we believe still do not properly reflect the
KL THE LT, IAIS BIOMBEEEYRICEERES-WEE L TW reality of life insurers' businesses (see referred comment boxes for details).
% (FEIL, YAy MixZR), - Predictability of the supervisor's intervention (see comments for ICP 10)
—BEEFICL DN ADTRATREMEIZ OV T (ICP10 DRIZEH A M) - Perception of macroeconomic exposure risk (see comments for ICP16)
=~ 7 BRRFER T AR —T v — U X7 (ICP16 DHIZH % Z/R) - Perception of liquidity risk (see comments for ICP16)
—WEME Y R DB ZTFIZHOWT (ICP16 D[RIZH % 2 HR) - Disclosure of liquidity risk (see comments for ICP20)
— B U R 7 DIFHRFRICOWT  (ICP20 DRIZEM A &) - Data collection for macroprudential supervision (see comments for ICP24)
1 —~ 7 n PRI T D IERINEIC OV T (ICP24 DRIZM%AZ 2 | - In particular, there is a significant flaw in the perception of liquidity risk, which

&)
RIS FREMEYD R 7 DEZ FIZOWTIEIRE RBIENFEET S7-0, 15
WA X o TR SO FEDO K DNHEE Y 2 7 O Bilx5 & 7q
DRV FHMETREICIEERN DL EEZ NS,

< EFERPER A OB 12T 22— - 7 a ' 2O >

cBIED A V2 —/LTliE, R4 11 HIZ ICP » 227 L— A& G Tealis
IFSEA DN BRI &, 2020 FLAREE B T E L 72> T\ b,

< F 7o, ARl BEESCGEICIE TECRHEE (2018 411 A 14 HO 1AIS fiH
Wi CED Section 3) | DANMINTEY, REtE 7 ¥ —2KIZx4
L=t o — =4 7 (Section 4) <0 IAIS (2 X % jiE RN

(Section 5) (2 oW Tix, M s R T EARMGINDL L L7225 T

L%,

- BUREIC BT 250 A b3, AiEIHSEAREKIZONWT, AT

may cause, depending on the jurisdiction, the majority of the entire insurance
business to be subject to liquidity risk regulation. Therefore, the LIAJ believes
there is an issue with the proposed assessment methodology.

<Ensuring due process for the implementation of Holistic Framework>

+ According to the current schedule, the ICP and ComFrame including Holistic
Framework is to be adopted in November 2019 and start to be implemented
from 2020.

- However, the currently proposed supervisory material only reflects the
"Supervisory Policy Measures" (Section 3 of the consultation paper "Holistic
Framework for Systemic Risk” published in the 14 November 2018), and does
not include other parts of the Holistic Framework such as Section 4 "Global
monitoring exercise by the 1AIS™ or the implementation assessment by the IAIS
(Section 5), implying that they will be adopted without any consultation.
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+ The LIAJ requests the 1AIS to consider having due process measure such as an

opportunity for stakeholder hearing, not only for the current parts reflected in
the supervisory material but for the entire Holistic Framework including
Sections 4 and 5.

gﬁuﬂv\jﬁ :

General Comment on revisions to ICP 10

+ ICP10®Principle StatementC, [ The supervisor: requires and enforces
preventive and corrective measures; and imposes sanctions which are timely,
necessary to achieve the objectives of insurance supervision, and based on
clear, objective, consistent, and publicly disclosed general criteria. | & FL#{TH
KEDOT, BEEYRIZL DT - BREFEOEANIEL T—EDEM,
ZRITTIHWTWAS Z &3 m L CT\Wb, —J T, fEBldOGuidances:IA
Z W% & _LFCPrinciplelZ 7 417z clear, objective, consistent’s 7 7 A 7 U
7’75%@“ LHAMEE SN THRNE S RRELBR S, YFRMADT

REPEMECR OBLE NG | BB SCERR 4 08 U7z Rules-based 72 7 7' = —
%@ﬁt%k@wbtmo

< BRAOIIE, B8 2 b ONTER] 114 ~D[EIZ A2 B,

» The LIAJ acknowledges that under the Principle Statement ICP 10, the IAIS has

set certain requirements for the supervisor's intervention in implementing
preventive and corrective measures by stating, "the supervisor: requires and
enforces preventive and corrective measures; and imposes sanctions which are
timely, necessary to achieve the objectives of insurance supervision, and based
on clear, objective, consistent, and publicly disclosed general criteria."
However, some individual items in the Guidance seem to use expressions
which do not necessarily seem to support a “clear, objective, consistent
criteria" as stated in the aforementioned Principle. Therefore, the LIAJ would
like to request that the overall supervisory material be based on a rules-based
approach to ensure foreseeability of the supervisor's intervention.

- Specifically, please refer to our comments on Q8 and Q114 for details.

BRI
Comment on Guidance ICP 10.2.2

If the insurer operates in a manner that is likely to impact its ability to protect policyholders’ interests or pose a threat to financial stability, it should lead to more
urgent preventive measures by the supervisor.

- ICP10.2i%, TEE#EIL, 1%@%‘&753%’;*%L0)£ 2T % L 9 7eiE® % | - In ICP10.2, it is stated that “the supervisor requires preventive measures if the
ITo T 5 EEEbIND A (seems likely to operate) (2T RERI AHEE % insurer seems likely to operate in a manner that is inconsistent with regulatory
5 Z LM TE5E L, Guidance ICP 10.2.1DH T, /- ADHWrHIZ- W\ T requirements.” And in Guidance ICP10.2.1, the supervisor is allowed to have
IR I —EDF & (adegree of discretion) 23388 HAVD A3, It Ay “a degree of discretion” when determining whether or not to intervene, but
B2 RBET DRI T 527 (well founded) BRI 23RO TS their concerns must be “well founded” to commence such intervention.

- A ELBII & 7-Guidance ICP10.2.2Tld, &Rl ZE ~DE KGR 2N
HDLEEEDNS (likely to impact) AT, BB (A AL HAL TIXRIEE
72<ThH, v&n&%h@ﬁ@%&)x&ﬂmﬁéﬂt EAENE VYA
VAT T AR—=V X% —DEEEMUDLI ENTEDHE L RALT

+ In the newly added Guidance ICP10.2.2, it is stated that “if the insurer operates
in a manner likely to pose a threat to financial stability,” and if the supervisor
recognizes a potential macroeconomic risk, even if there are no issues on an
individual entity basis, the supervisor is allowed to take a wider approach of
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BHHIHAE | OIEIEWIEEY 2 K 3RO DI - TWA N, AN S
Hb fHFEE LTIT@EmIc Y 27 EBAER L TWThH, ~ 7 2R
JLTZERNM AN SN D FREMED 8 BT b 03 h v B, Y% & i O R
D T+ Al ) BEREE RS TE LT, TRAMEMEOELA
DOLIRENRS D,

- ICP10.2.2 IZHBWTH, B [+ 5 pyREim] 28, BEEEICL D TP
AHEEOREEM L L TROLNDLDEBZ X ONDH., TRATGEEZ
BOLBLEND, FEEOLE % ICP10.2.2 [Z HBHFEEX 721,

"more urgent preventive measures" such as requiring the insurer to change its
risk exposure. From the insurers’ point of view, because there is no prerequisite
such as “well founded” in the Guidance ICP10.2.2, there remains a possibility
of unexpected supervisory intervention from macroeconomic perspective. The
LIAJ believes the lack of such wording defeats foreseeability of supervisory
intervention.

+ Therefore, while we assume that ICP10.2.2 also requires "well founded concern”
as a basis for supervisory intervention, the LIAJ requests such wording to be
inserted into ICP10.2.2 in order to secure clarity of language and enhance
foreseeability of the supervisor's intervention.

11

ERINE
General Comment on revisions to ICP 16 and ComFrame integrated therein.

- 4 [al, ICP16.8. 16.9. CF16.9.a~16.9.d 2523\ T, X 0 FM i@
U R 7 EHEEEE MRS L TR D FEEN BN TND
HC, il 21X ICP16.9 (23T TLEET)IR U (as necessary) | & W9 SUE
<>, Guidance ICP16.9.3 (23T T X 0 FEMZRmEifE Y 2 7 FH 7 ek &
Z RS DM O ESLZ OIREIZ OV CEZEE I 5 B8, B
FZPRBRESFEDOBETE T TIE 72 < | RIRESFOTEBY OPEE R, Bk, #8
HMEZZET RETHDH| EOFLHN R LND%E, M7 aR— 3
FT VT 4 ~DOEEN R OND Z EITFHETE 5,

s L L7 5, EBRICEORIFENEA SN D124 72> T, EA LB
BNRBHDHTO, FirYEE~O 3 A M TE ORI S X B2

éo

+ In the current consultation, while provisions such as ICP 16.8, ICP16.9 and
CF16.9.a-16.9.d relating to the supervisors requiring more detailed liquidity
risk management to insurers were added, the LIAJ welcomes the consideration
of proportionality in the supervisory material by adding wording such as "as
necessary" (in ICP16.9), or the wordings "In deciding whether it is necessary to
require more detailed liquidity risk management processes, and the intensity of
such processes, the supervisor should take into account the nature, scale and
complexity of the insurer’s activities..." (in Guidance ICP16.9.3).

+ However, when these Policy Measures will actually be implemented in each
jurisdiction, there are still some concerns from an operational aspect; the LIAJ
would like to comment on such concerns in each individual Comment Boxes
below.

17

gﬁﬂﬂ?‘]@ :
Comment on Guidance ICP 16.2.22

16.2.22 Stress testing is intended to serve the insurer as an aid to sound risk management, particularly to identify residual macroeconomic exposure. Additionally,
stress test results may provide the supervisor with a view of vulnerabilities in the insurance sector as a whole and inform any necessary supervisory measures.

« ICP16.2.221BW T, A FL AT A MOFERIL, BEE I L THRER
Y7 2 —RROMETEVEICE TS RiA L 2R Ak U, BEHEE T AR
PR A AREME R B D LB DN, BHKBEICBITAA L AT A b

+ ICP16.2.22 states, "Stress test results may provide the supervisor with a view of
vulnerabilities in the insurance sector as a whole and inform any necessary
supervisory measure." Would it be correct to understand that stress scenarios to
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be tested under such “stress testing” as indicated in this ICP may be decided by
each individual insurer and not by the supervisor?

18

BRINE -
Comment on Guidance ICP 16.2.23

Macroeconomic exposure in the insurance sector can accumulate through some types of insurance liabilities or may be created through non-insurance activities.

Examples of activities that may create macroeconomic exposure are:

+ savings-oriented products (or protection-oriented products with a savings component) that offer guarantees on policyholders’ premium payments, often combined
with embedded options for policyholders,particularly where guarantees of significant value are unmatched. Such products could require adjusting hedges when

financial markets are functioning poorly, thereby exacerbating market movements;

+ products embedding features such as automatic asset sales triggered by asset value decreases or that require dynamic hedging, as these products can procyclically

aggravate market movements, by leading to “buy high, sell low” asset trades; and

« derivatives contracts such as financial guarantee products including credit default swaps (CDS) that are not used to hedge risk;

<=7 uRFET I AR—=V v —U A7 2O T> <On Macroeconomic exposure risk>

VI BREHN T AR—T v — U X7 Db DHRREEH OB & LT,
['Savings oriented products or protection oriented products with a savings
component ) that offer guarantees on policyholders premium payments, often
combined with embedded options for policyholders, particularly where
guarantees of significant values are unmatched | 2321F HALTWAH 2, T D
F O i, ERR~ 7 mfER Y A7 OBERIZIZR D G720 LB
LTW5, il 61X, 2oL MOV T, BRBICF ¥ v
27—~y F SRV =X THLbDD, Fy v adun—%~
Y F 7T DO EOBERRHFNTENEZZ HNLH720, I
BRE RN TEMPER L7256, TR THETE 5 2
EMD ., FEEDOMBEA b U AFARFZHNE (278 & Z T ER 0
B, VAT I v I VA EFIERIT I LT,
« Lo T YREEANE, YATED Example & LTI TR L HIBRES R
HXETHD,

+ As an example of an insurance product having macroeconomic exposure risk,

Guidance ICP 16.2.23 states "savings-oriented products (or protection-oriented
products with a savings component) that offer guarantees on policyholders’
premium payments, often combined with embedded options for policyholders,
particularly where guarantees of significant value are unmatched." The LIAJ
believes that such types of products are not and will never be any source of
significant macroeconomic risk. While there are cases where such products
intentionally do not match cash flow, even in such cases there are no material
contractual restrictions. Assuming there would be fluctuation of interest rate at
the time of reinvestment, it is still manageable in the medium/long term, and
does not require immediate action at the timing of certain financial stresses,
and as a conclusion, will not trigger any systemic risk.

» Therefore, the LIAJ believes this Example is inadequate and should be deleted.

32

BRINE
Comment on Guidance ICP 16.8.1

When analysing its liquidity profile, the insurer should assess the liquidity of both its assets and liabilities and report such analysis, including any assumptions used in
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the analysis, to the supervisor. The insurer should consider, where applicable, issues such as:

-market liquidity in normal and stressed conditions, quality of assets and its ability to monetise assets in each situation;

- characteristics of insurance contracts that may affect policyholder behaviour around lapse, withdrawal or renewal;

-adverse insurance events that may trigger short-term liquidity needs, including catastrophes;

-non insurance activities such as margining or posting collateral for derivatives contracts, securities lending or repurchase agreements; and

-contingent sources of liquidity (including committed lines of credit or future premium income) and whether these would be available in stressed conditions.

- ICP16.8.1 |Z, HfiEMET 0 7 7 A L DOFHTITHTZ Y . BIER L OABD
W7 2l & ) & DOFEN D DA, MEMEDOmWAMEITK LT, i
HEORNEEL L E L TRA L TWDGAITREMEY 27 24 2
LAREMED S D OO, EEDmWEEL o RRA LU, v
AT Iy 7 U AT DPFIR LT B0,

s ZOBLEND, ICP16.9.1 ([ZFC#H D [These activities may contribute to
systemic risk when not properly managed, for instance when funds received
from short-term securities lending or repurchase agreements or balances from
more liquid insurance products are invested in illiquid assets | & OWNZIL, i
PRI S 72 > TEE SN D NEMME LT, YA X ATHER
SNDHE,

-+ ICP16.8.1 states that "When analysing its liquidity profile, the insurer should
assess the liquidity of both its assets and liabilities.” While there is a possibility
of having liquidity risk when an insurer holds low liquidity asset against high
liquidity liability, if there is sufficient amount of high liquidity asset, it can be
said that there is no source of liquidity risk.

+ From this perspective, the wording that can be seen in ICP16.9.1, "These
activities may contribute to systemic risk when not properly managed, for
instance when funds received from short-term securities lending or repurchase
agreements or balances from more liquid insurance products are invested in
illiquid assets" should be explicitly incorporated in this ICP as well in the
context of liquidity risk assessment.

37

EHRNE
Comment on Guidance ICP 16.9.1

Liquidity risk is triggered as a result of an imbalance between liquidity sources and needs, for instance due to liquidity transformation. Examples of activities that

could generate unexpected liquidity needs include:

-derivatives, particularly any collateral or margin that needs to be posted for mark to market declines in the value of the contract;

-securities financing transactions, including repurchase agreements and securities lending; and

-insurance products that contain provisions that allow a policyholder to withdraw cash from the policy with little notice or penalty.

These activities may contribute to systemic risk when not properly managed, for instance when funds received from short term securities lending or repurchase
agreements or balances from more liquid insurance products are invested in illiquid assets

<PREMEY 27 >

-ICP16.9.1 OHIIZRFIZ D 2 & B2\ T PRIRAE OB ERHmIZ RS L T,
[ AREGS [ SOE RS 2 & TRER&mEs | | (2O TiE, AEREIEN
W E STV S,

- L2L. 20184E 11 A 14 HD IAIS i i CED T 7771 4 512

<On Liquidity risk>

- As the second example of activities that could generate unexpected liquidity
needs, under [ICP16.9.1, "securities financing transactions, including
repurchase agreements and securities lending" are considered to have high
liability liquidity in regard to insurance liability liquidity assessment.
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L. G-SlIs |ED =D DT — X WEEHE NSRRI L D1C, BEIMHETF
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RRICHALR 2R H T H Z E R AEETH D, 6> T, IRIENIMEE PEZ Fe AT

HRENRLS, VAT Iy 7 VRAZDORNE T2 6202 A2 T 5

REThH S,

-ICP16.9.1 DHIIRFIZED 3 & HIZIHB W T ARRAME OB MM IZBI L <.,

MORBR A DS FL OB EN E 721X ET RN Z2 LT T & 2 5N & D IR IR

ﬁﬁj_wai\ﬁ@m@ﬁmmwkénfméﬁ\:@%zﬁ%ﬁ
A L7%E. ERERWREMEY A7 OFET D& Z EREICK L TAL 1
ZMMED LI/ RN &ﬁ%l@mslmzfyafﬁﬁéh
T 5% [characteristics of insurance contracts that significantly affect
policyholder behaviour around lapse, withdrawal or renewal | @ X 9 723 B2
BIETH X 72\,

< b UIRIZ, TEWEFNE 721 XETHI 78 U IZRR) CE D 5N B D PRIRRS i
kwo$m@2mw£nﬂ14mom5m¢% #3CED Annexl ([ZF 1)
% Table5 O~ FU 7 ZAD L 9 RFHHIZESNTWDL & T 5 & EEE
X TE67, WEDRBENE X 5 L@uTiden,

FERIO ERT E 1L IAIS FE MRREEROREIC LD AT I v 7Y
A7 ] (2016 456 A 16 H) /3T 424 ([ZFEH SN TV DY . FRRFEK
D H IR E T EFEERE O RE R I RF 0~ VT ¢ OIFE, AR
B & FRPR IR O RIRFEEOREE, PRI E R O, JRH
PR A B E AR ARSI T RETH 5,

- Bz, HEmE LT, BARICBW T, &l ooy 2
TLADELWREPET2BENNH DL LRBDOLNLITGE, YikFs s
[EEES 2 72010, RISt 2 B TeamZERRITx LT, TR IR )
m@ﬁ%&ﬁ?é&%ﬁﬁﬁ#ﬁﬁéhfw o TREMEY 27 OFEff D
BRI, UM LR AT I v 7 U A7 BAEOIHENZETE LT DR
ﬁﬁﬁﬂﬂ%éhéA%T%éo

+ As the third example under ICP16.9.1,

- However, in paragraph 145 of the IAIS Public Consultation Document on

Holistic Framework for Systemic Risk in the Insurance Sector published on
Nov 14" 2018, securities lending transactions where re-hypothecation or reuse
of collaterals is contractually explicitly prohibited were exempt from data
collection for G-Slls designation. Similarly, in cases where there is an
unexpected liquidity needs, such as when the counterparty needs to urgently
collect collateral, it will be possible to return such collaterals immediately.
Therefore the LIAJ wishes to clarify that this will not be a source for systemic
risk as there will be no need to sell low liquidity asset.

"insurance products that contain
provisions that allow a policyholder to withdraw cash from the policy with
little notice or penalty"” are considered to have high likelihood of liquidity risk
when assessing insurance liability liquidity. However, if this Guidance is
applied, the scope of insurance activities having significant liquidity risk will
be much wider than reality. Therefore, the LIAJ would like to request revision
of the third example by using a similar expression that can be seen in the
second bullet point of ICP16.8.1, where it says “characteristics of insurance
contracts that significantly affect policyholder behavior around lapse,
withdrawal or renewal."

« If such evaluation of insurance products is based on the matrix described on

Table 5 of Annex 1 in the November 2018 1AIS Public Consultation Document,
it does not properly reflect the reality of the insurer's business and is not
appropriate when considering the cliff effect.

+ As mentioned in paragraph 4.24 of TAIS’s Policy Document “Systemic Risk

from Insurance Product Features (previously referred to as Non-traditional
Non-insurance activities and products)” published on June 16", 2016, the
liquidity of surrender value should be assessed in a holistic manner considering
various aspects such as the purpose of the insurance policies, existence of
de-facto economic penalties embedded in high-guarantee rate products,
characteristics of individual and group insurance policies, or existence of
policyholder protection schemes and mechanisms, etc.

- In the case of Japan, there is a regulatory framework where once it is recognized




that there is a possibility of significant disruption in the financial market and
the financial system, the Deposit Insurance Corporation of Japan (DICJ)
provides liquidity support to the broader financial sector including insurers. In
assessing liquidity risk, we believe due consideration should be given to such
framework contributing to mitigate systemic risk.

gﬁuﬂv\jﬁ .
Comment on ComFrame Standard CF16.9.a

The group wide supervisor requires the Head of the IAIG to assess the IAIG’s resilience against severe but plausible liquidity stresses to determine whether current

exposures are within the IAIG’s liquidity risk appetite.

42 CJAIG~ Y RIZx LTI N—T"U A REAEFEN [RATZNHFARMENE |« The group-wide supervisor requires the Head of the IAIG to conduct stress tests
(severe but plausible) JEEIMEA F L AT A ] 2179 Z & &2 RODTWND, against “severe but plausible liquidity stresses.” Is it correct to assume that
ZODARVATARDA N AFERIT, RRSFHEDMEFAFICHRD LD individual insurers can determine the stress scenario under the stress test?
EWVWH T ETRV,
BHRNE -
Comment on ComFrame Guidance CF16.9. ¢.5
63 The supervisor may allow the IAIG's contingency funding plan to be developed as part of a recovery plan.

- Guidance CF16.9.c.5 O H1C, IBRCFFE TR %2 PG mo—5H E L | - In Guidance CF16.9.c.5, it states that “the IAIG's contingency funding plan can
TRBINDZ 2O DL | OB B LD, WEWEA R L AT A K be developed as part of a recovery plan.” Can the liquidity stress test also be
IZOWNWT G, [FIEEIC, FEEEHE O3 TREFTRED . developed as part of a recovery plan as well?

BHRNE -

Comment on ComFrame Standard CF16.9.d

The group wide supervisor requires the He ad of the 1AIG to report, at least annually, on its management of liquidity risk. The report includes at least the following:

- a liquidity risk appetite statement;

64 - established liquidity risk limits;

- adiscussion of the current liquidity position of the IAIG in relation to its liquidity risk appetite and limits;
- a summary of strategies, policies and processes that the IAIG has in place to manage liquidity risk;
- a discussion of potential vulnerabilities in the TAIG’s liabilities as well as the means of enhancing the liquidity position; and

- the IAIG’s approach to, and results of, liquidity stress testing.




<JREHE Y R 7 EEHEIZ OV T >

- PRENE U X 7 EEOR Y R ~OFEIREEIZOWT, CF16.9.d T 472 <
&t (atleast) LFONENEGENDLRE ] L LTHERT LN T
05, TREMWEY 2 7 EEFHEONFITFALO U AZ IS L TEDBND
RETHY ., HIZIX, Mforexample] & U THIRFIZFEIZAE T 55K LD
wWEITH D,

cHIZIE, (D7 LbEENDHIREHIE ] ©5ABIZ NAIG OAJDOWE
FERY 72 Mg P R ORENE R Vs a v O ESFEOBRA ] & H D0, —fik
H 72 RENE U R 7 EHELOEIT Tl Rz, BRI W72 DI Tt
PEEFMEEICRVIAENDIRETH DI AWM T, THRIKR) &L
TRDD Z LIIA#EYICTH D,

<Regarding Liquidity Risk Management Reporting>

+ In CF16.9.d, the Head of 1AIG is required to include “at least” 6 items in its
annual liquidity risk management report to the group-wide supervisor.
However, the content of the liquidity risk management plan should be
determined based on each individual insurer's different risk profiles and should
be indicated as illustrative examples by adding words such as "for example.”

+ For example, as the 5th item to be reported under CF16.9.d, "a discussion of
potential vulnerabilities in the IAIG’s liabilities as well as the means of
enhancing the liquidity position” is required to be included. However, it is
inappropriate to require such item because, in general, this is not customary
practice of liquidity risk management and it is unclear how to specifically
include such “discussions” in the report.

BRINE
General Comment on revisions to ICP 20

71 The supervisor requires insurers to disclose relevant and comprehensive information on a timely basis in order to give policyholders and market participants a clear

view of their business activities, risks, performance and financial position.

(ER74, 715~0RI% %2 ZHR) + Please refer to our comments for Q74 and Q75

BN -

Comment on Standard ICP 20.11

The supervisor requires that disclosures about the insurer’s liquidity risk include sufficient quantitative and qualitative information to allow a meaningful assessment

by market participants of the insurer’s material liquidity risk exposures.

<PRENE D A7 IR DB HRBARIC OV T > <On Information disclosure of liquidity risk>

+ ICP20.11DH T, FRERSALOVEEINE U A 7 IZBF 2 EMER - BEAY721E | - In ICP20.11, the supervisor requires that disclosures about the insurer’s liquidity
74 W2 FEEEEICEFE I TV, (2018F11LA ofiFt#ETYH risk include sufficient quantitative and qualitative information. However, if

AL EF7EY) ~—F > Ol x OWRPLZ KB L 22V E— /Y 72 JEHET
BRSNS A, SRV =T 4 v IR, BRE SR8 /E
TeralHEMEN B D,

c Lo T, —HOAREETITR L, FEOKRKRE 7 Z —IZ8B1T 2 5%
fif % Proportional (ZELE L7-/ECToD, BARIENE L 32 M TEIEZ Tk
FTEE 720,

such disclosures are based on a uniform standard which does not reflect
individual situation of the insurance market, it might create misleading results
and cause unintended consequences (please also refer to the LIAJ’S comments
submitted for the November 2018 Public Consultation).

» Therefore, the LIAJ requests a revision of this ICP to ensure a proportional
consideration of the individual situation of the insurance sector in each country
to be included so as to avoid a “one-size-fits-all” disclosure standard.




ERIN
Comment on Guidance ICP 20.11.1 Disclosures on liquidity risk should include:

- quantitative information on the insurer’ s sources and uses of liquidity, including the surrender value of insurance policies; and
- qualitative information on the insurer's liquidity risk management strategies, policies, and processes.

+ICP20.11.1 THEME Y 27 OBIRRMBRICE D H & EEmI /WM E LT,

+ The LIAJ disagrees with Guidance ICP20.11.1 which requires insurers to

75 RS 351 B R 54 (surrender value) %475 ELIE | 12 in;:lude ‘_‘the subrre(r;.de: va:jue olf in.zgran(_:ekpolicies” as part of the quantitative
WCOBIRDRD LN TING D, BT 20 . II? ?t:;nailzs(,)t?r:r)‘s Giia:JSi(I:ifseli isidli?m islt):igtf‘arhined only by the amount of the

F RRSILOAFRIMES, MORREOZHZOHE S > THII SN 55 surrender value, it will éiwga faI)s/e impression to the ZOIi)c/yholders and will be
&, REROAICH L TRRE S X, SAY =T 7 Ll25, Lo, misleading Th'erefore the LIAJ can not support such a biased disclosure
D XD AR 72 BAR AT 5, . ' '

requirement.
RN
Comment on Guidance ICP 20.11.2
Disclosures should discuss known trends, significant commitments and significant demands. Disclosures should also discuss reasonably foreseeable events that could

76 result in the insurer's liquidity position improving or deteriorating in a material way.

RO LFEEB A X AICPITBMNT 5 X D EFET 5, [BIRNAEIZS | - We would like the following sentence to be added to this Guidance ICP:
WL, ZOBEREFIRTHZENV AT I v 7 U A7 ORISR0 “What information to be disclosed should be considered from a viewpoint of
LHOMNEWVIBETHRFI SN bDET S, | whether such disclosure would contribute to mitigation of systemic risk.”

(LRRERI74, 75~DEIZEZH) - Please also refer to our comments for Q74 and Q75
BRINE
Comment on Standard ICP 24.1
The supervisor collects data necessary for its macroprudential supervision.

84 c < 7 nfEEVEETENC BT A THFRIE IOV TR, BHIICEL- 72NAE DT | - Data collection for macroprudential supervision purposes should strictly be
WMAEMERGIETINET RETHY , NMLBEICHERT —FINEIZ LD limited to data necessary to achieve its objective, and should not impose any
BAHEZBRAETIE R, additional burden for the sake of collecting data.

- ER O ERIZOWTIE, FRlER 85 LABE~DEIZ 2 S, - Please refer to our comments for Q85 onwards for specific details.

BRI
Comment on Guidance ICP 24.1.1
85 Data collection for macroprudential purposes should take into account the following general aspects:

-Efficiency of data collection: the supervisor should examine costs and benefits when considering data collection. Data collections should be aligned with their
respective usage. Therefore, the supervisor should make use of all available data sources and calibrate its data requests and data processing capabilities so that the
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data requests are proportionate to the nature, scale and complexity of insurers and of the financial system;

- Data validation: before analysing data and providing recommendations on the findings, the supervisor should validate data used in its assessment;

- Data quality assurance: the supervisor should regularly evaluate the appropriateness of data collected and data needs to capture market developments and address
deficiencies in: the type of data collected; its ability to process data in a timely and/or complete way and; its ability to collect ad hoc data in a timely manner.

- Scope: for sector wide assessments, data collection should cover a representative sample of the respective market or risk;

- Consistency: regular data collections of a standardized set of information should remain consistent over time in order to analyse trends. The supervisor should,
however, consider the evolving nature of the relevant exposures; and

- Ad hoc data collection: in order to address emerging risks, the supervisor should have processes in place that allow for ad hoc data collections.

- Guidance ICP24.1.1 |23\ C, T, 7 — FIUEZ AT 2B2I2# | - The LIAJ requests that the concept of efficiency in data collection stated in
Axt2hRE2EZEETRETHD ) [FT—2NEZ, TNETNOHRICAD | Guidance ICP24.1.1 ("...the supervisor should examine costs and benefits
T CHETLIVNELR’DH D ERRE I TWDHn, o E, #lx1X | when considering data collection. Data collections should be aligned with their
ICP24.5 X°, Guidance ICP 24.5.1 |28\ T, H¥EFHEDOBEXNE DI respective usage") be properly reflected in other areas of the Supervisory
WEOREEZ 2V, Material, such as ICP24.5 or Guidance ICP24.5.1.

BRI, ~ 7 @ BN E T2 L ) B CIUE 7= 15828, | - We request that the efficiency of data collection to be always ensured.
AR O RR R L OE R R & Wo oo BRJIZHA ST L Specifically, data collected to serve the objective of macroprudential
TRk, b LT, RUBEISBERT — X 2RISR LT | supervision should not be used for other purposes such as individual insurer's
KRIDZENRNL D, T—FIEONFMEOMER 2O CRBFEV L2 | quantitative comparison. Also, as mentioned above, insurers should not be
W, unnecessarily required to report excessive data.

86

BN

Comment on Guidance ICP 24.1.2

To support the assessment of liquidity risk, the supervisor should collect data that provide sufficient indications on possible liquidity mismatch between assets and
liabilities both at individual and sector wide level. Reporting requirements on liabilities should include, but not be limited to, information on the surrender value of
insurance products, product features that increase or decrease the propensity for early pay outs under certain circumstances (such as penalties or delays in the ability to
access the cash value of a policy), and the maturity or redemption structure of non-insurance liabilities. On the asset side information on the degree of liquidity of the
assets and on the potential margin call on derivatives should be collected.

- Guidance ICP24.1.2 (28T, Bt Y 2 7 FHliD 7= DIZINET 5T —4 | « In Guidance ICP24.1.2, “penalties or delays in the ability to access the cash

D H B, AEICET HHREZEHICONT, —EORPL T TR E
BRI DRMFEDOBIR & LT, RREBKIDIERIZAE D ~TF T 4%
FRRI D DR G E TORFRICE T 27 —# 2 IUET L LT
%

« L)L, RO SN0 &1, IAIS SCE [ERpGSLOMMIc L5 2T

value of a policy” is cited as an example of product features that increase the
propensity for early pay outs under certain circumstances.

+ However, as mentioned in paragraph 4.24 of TAIS’ policy document “Systemic

Risk from Insurance Product Features (previously referred to as
Non-traditional Non-insurance activities and products)” published on June 16™,
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Sy Z7URA7 ] (2016 6 H 16 H) /N7 424 ([Tt T 5@
PRI D B 0@ T ER R E O RE W R RF T VT ¢ OFF
£, A NPRRR & HIARCRBRSE O LRIRFEE O RePE, (RS (R EIRE O1F
RS IREAR S 2B E AR ARSI & THh B,

2016, the liquidity of surrender value should be assessed in a holistic manner
considering various aspects such as the purpose of the insurance policies,
existence of de-facto economic penalties embedded in high-guarantee rate
products, characteristics of individual and group insurance policies, or
existence of policyholder protection schemes and mechanisms, etc.

BHRINE

Comment on Standard ICP 24.1.5

The supervisor should collect microeconomic data, such as insurance pricing, underwriting, expenses, claims inflation, reinsurance, intra-group transactions, and
general developments in the insurance sector (for example, the development of claims, earned and guaranteed interest rates, reserves, pandemics, and changes in
morbidity and mortality, longevity, changes in the frequency and severity of catastrophes changes in medical expense inflation and changes in law). In addition, the
supervisor may collect data on both the asset and the liability structure of insurers, including those that are related to non-insurance activities. The supervisor should
consider having established processes and communication channels on microeconomic data collection with other involved supervisors when an insurer operates in

89 multiple jurisdictions.
- Guidance ICP24.1.5 (23T, BB BUEE T 5 AlREtED & 57— # 2351 | «In Guidance ICP24.1.5, examples of microeconomic data that might be collected
EINTWDER, IO T—FEt~ra7 L7y y ) VEE EOE | by the supervisor are listed. However the relation between these data and the
P& OBMRNB SN Tii7e . BEENARALEITBE /2T — X 214 | necessity for macroprudential supervision is unclear. It is a concern that the
T LTk T 2 L 2BE LT D, supervisor is requiring insurers to provide overly unnecessary data.
s Lo T, YELHEZHIRT 20, b LT, NEMNSR LT —% L~ | - Therefore, the LIAJ requests deletion of this Guidance or a modification to
I aTIVT vy X VER EOVENE L OBMRE LT L NIHEET | clarify the relation between the collectable data and the necessity for
HEIKRDD, macroprudential supervision.
BN
Comment on Guidance ICP 24.2.4
The supervisor should conduct horizontal reviews to reveal the range of practices among insurers relevant to a common subject (for example, the assessment of the
appropriateness of insurer’s assumptions used for reserving). A horizontal review may provide a relative ranking to determine which insurers are outliers, and as such
provides the supervisor with a reference for potential further actions. A horizontal review may provide an aggregated view of the risks linked to certain exposures
95 and/or activities and may also help determine whether industry practice as a whole is effective enough to address the risks embedded in the activity.

« ICP Guidance 24.2.4 ® 2 DHDOXEZ L FO X D ITEIETHEZ 720,
[CERIRHIEL, EDORBEFMDEEN AN TEY , 22D, VAT Iy
7V AY B & T RREMENR S D& HIET D 72D OFX T
IAT R D LN TE, 20, EEEIEBEN B INFE O
LD DOBEE R it 5, )

- We would like the second sentence of this Guidance ICP to be revised as
follows:

“A horizontal review may provide a relative ranking to determine which insurers
are outliers who are likely to cause systemic risk, and as such provides the
supervisor with a reference for potential further actions.”
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HRINE -

Comment on Guidance ICP 24.4.5

Supervisory requirements may be intended to mitigate the potential spill-over effects from the distress or disorderly failure of an individual insurer or from the
common exposures or behaviours of a group of insurers or across the sector. In the latter case, supervisory requirements may have different effects during different
phases of the economic, underwriting or credit cycle. Therefore, the supervisor may develop requirements that are time-varying in nature, depending on the economic
environment. The activation of such time-varying requirements could be rules-based (for example triggered automatically given a pre-defined condition) or
discretionary (i.e. upon explicit decision by the supervisor). A rules-based approach may be more transparent but requires regular assessments of its adequacy under
changing conditions affecting the insurance business.

+ In the Principle Statement of ICP10 ("The supervisor: requires and enforces

- ICP10™Principle Statement® H T, . . . . . .
preventive and corrective measures; and imposes sanctions which are timely,

[The supervisor: requires and enforces

114 preventive and corrective measures; and imposes sanctions which are timely, . . . .
. - . .. necessary to achieve the objectives of insurance supervision, and based on
necessary to achieve the objectives of insurance supervision, and based on L . . . . .
. . . . o - clear, objective, consistent, and publicly disclosed general criteria™), there is a
clear, objective, consistent, and publicly disclosed general criteria.| & ¢ FCk certain restriction on the implementation of preventive and corrective measures
NioD = & T, BEYRICE ST - RIEHSBOEAICKE LT —EOH . P P
oz by the supervisor.
RATRSNTND, + On the other hand, Guidance 24.4.5 states that under certain circumstances
© /7, Guidance ICP244 500 TIL, Jrirlc & > TlARules-based Tl 7 < there is a ossibilit’ that su ervis.o.r measures be discretionary, rather than z;
B ORI & B BB O TREME SR S N TH Y | ICPI0L FJE b Y INat SUpErvIsory measul v
THEIICHRD rules-based approach, and the LIAJ reads this sentence as contradictory to the
° I Principl fICP 10.
BB RIC & B AT AV T, BB A4 8 U C Rules-based 7 | Lo Sement OFILE 0. | IR
s s g . + The LIAJ requests that the entire Supervisory Material be written in a consistent
fil& 72D X5, RMHER—TEHZ 2V, . . . .
manner so that intervention by the supervisor will always be rules-based.
EFHEJWE :
Comment on Standard ICP 24.5
115 The supervisor publishes relevant data and statistics on the insurance sector.
- ICP24.5 Mt %, Guidance ICP 24.5.1 <° Guidance ICP 24.5.2 £ &4, | - The LIAJ requests ICP24.5 to be modified so that it will be consistent with
[The supervisor publishes relevant aggregated data and statistics on the Guidance ICP 24.5.1 and Guidance ICP24.5.2 as follows: "The supervisor
insurance sector.] E{EIETEX 7200, publishes relevant aggregated data and statistics on the insurance sector."
EF‘HEJW@ :
116 Comment on Guidance ICP 24.5.1

The publication of aggregated data and statistics by the supervisor may enhance market efficiency by allowing market participants to make more informed decisions
and reducing the cost to the public of acquiring insurance sector information. Moreover, the publication of data may serve as a market disciplining mechanism by
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facilitating comparisons of an individual insurer to the sector as a whole.

- Guidance ICP24.5.1i238\\C, [F—% OAFEIL, HBOEBREIEE 2
H—2RE DWW ERBZTHZEICL, HGHREOA =L L L
TOXKENZRI-TAREMEN S D) L ORRHNH DM, (KRt 7 & —21fk
(BT 2 BR RO T, MRS HEDS ETE Y SRS HR HY U 7o A5 o B 1
D, TR« AR SN D AREMEIC OV TR L T 5,

- EF I N T —F - FEHEOABIRAL, EALBI O T — Z MBBR S
NVt o, kRt 7 2 —2E L L TORRICED 5L, LERHE
NEOLNDHZ EERD D,

+ In Guidance ICP24.5.1, it states "the publication of data may serve as a market

disciplining mechanism by facilitating comparisons of an individual insurer to
the sector as a whole." This is a grave concern as it implies a possibility that
proprietary and confidential information of the individual insurance company
submitted to the supervisor for the purpose of disclosing insurance sector-wide
information may be diverted or publicized without the explicit prior concent of
the insurance company.

- The LIAJ requests the IAIS to take necessary measures when publicizing

aggregated data and statistics, to limit disclosure to the sector-wide level only
and not disclose any detailed data of individual insurance companies.
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