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Do you have comments regarding the general guiding

principles of the ICS?

ICS O—ARIEERAICDOWNT, XY MIHDETH.
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The consultation document (CD) states that when a full look-through is not
possible, a partial look-through may be applied, along the lines provided by

the Basel Il framework.

While the LIAJ considers such intermediate application as reasonable, it
would not be easy to apply the partial look-through in line with the Basel IlI
framework based on each insurer’s interpretation and discretion, as the
framework for risk measurement differs between banking and insurance
sectors.

The LIAJ would like to ask the IAIS to give practical consideration for
applying the Basel Ill framework by providing examples of such cases.

Do you have comments regarding the perimeter of the ICS

calculation?

ICS STEOEFEEF(CDWVT, IXI MEIHDEITH

N/A

Do you have comments on the introduction of a term structure

of credit spreads for discounting?

25| ROEHOERAIT LY ROBARIEE DB A (CDWT, X NMIHD
FIh
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CIEICRAT RTEEEFIE ThdE ML TL\D,

BA® BBB & (RC4) (CDWT. 2023/3/31 Kr s DEARIMEEL 2022/12/31 KFsa
OIS TAERTEBENECTVD, BRI NATINFEDRT LY REENRE2SE
(FAVTL—2a>h RV CHEEEL TORWETBE M Z RIBL THD. AT —>a>FiE
ORRFCLD, EREOBRRRINEIBU T, BRI FREEZ L TUKTENEEL
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The LIAJ supports the introduction of the term structure as it would
contribute to refining the ICS calculation. However, as the spread level of

the discount rate significantly affects the economic solvency ratio of
insurers, considering the calibration method would also be important.

In fact, as for Japanese corporate bonds with a credit rating of BBB (ICS RC
4), there is a large gap between the yield curves for the end of March 2023
and the end of December 2022. This level of volatility in a short time as three
months indicates the possibility of an ineffective calibration, so proper
adjustment should be made gradually through the disclosure of calibration

methods and continued discussion with the industry.

Do you have comments on the revised eligibility criteria for the
Middle Bucket?

IRV ROSESNEERREEECDVT, IXMIHDEITH.

BHARTIRGESNSIZ/\—BIURBROT DT> MURIR(E, FERRREVZEIEL TEO
BOWEDD, —ERRESMEE THry>1J0-2 FRITESIE, RIETBURATNNER
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5. IRy bOBRZENT e DREFZSZHFI B,

Although universal insurance and account-type insurance products
available in Japan do not fix future premiums, the LIAJ supports the easing

of the criterion L2-69. e) for the Middle Bucket, as these products can predict
cash-flows with a higher degree of accuracy. Furthermore, these products
also allow insurers to adjust insurance premiums at their discretion when

the underlying risks manifest.




Do you have comments on the introduction of a modulation

factor?

SERFREDBADVT, IXYMNIHOHFIH
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While the proposed formula for computing the modulation factor w reflects
the adjustment of balances using spread sensitivity of the insurance liability

and credit asset and has been refined from the 2022 ICS Technical
Specifications, it still needs to be verified, for example, as to whether the
formula would remain applicable in stressed market conditions.

Also, for jurisdictions such as the Euro zone where swap rate is the risk-free
rate, government bonds are treated inconsistently between the calculation
of the spread and NDSR. While government bonds can be reflected in the
calculation of the spread including the modulation factor w, government
bonds as a whole are excluded from the calculation of the NDSR.
Consideration should be given on consistency between these calculations
by including the NDSR calculation in every asset that is subject to the
calculation of the spread.

Do you have other comments regarding the Market-Adjusted

Valuation?
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The LIAJ would like to ask the IAIS to reflect the asset management reality
of insurers appropriately for the insurance liabilities discount rate. In

particular, reflecting the equity risk premium would be appreciated, as the

valuation in relation to equity investment would be important for Japan.

—  Since the launch of whole-life insurance in Japan in 1981, Japanese
insurers have ensured investment return to support long-term
insurance liabilities by investing in equity and real estate, in spite of the
limited options for ultra-long-term assets.

—  The size of the bond market in Japan is relatively small compared to
other jurisdictions and it would be difficult to secure the credit spread
for bonds. Investment in foreign bonds with complex hedging may
therefore increase if equity investment requires higher cost of capital.

Additionally, the calculation of MOCE in the ICS, where the percentile

method is adopted, differs from that of Europe and Japan where the cost of

capital method would be used. The difference in calculation methods
between the ICS and local regulations could also lead to causing greater
inconsistency in managing the IAIGs and preventing the enhancement of

risk management.




Do you have comments on the changes regarding eligibility
criteria for Tier 1 Limited and Tier 2 financial instruments?
Please explain your response based on actual terms and

conditions of instruments commonly issued by insurers.

HIPRAT Tier 1 BLU Tier 2 EREMOESEEDZE(CEATZIA
(NECUET IR
RIRSEN—AZEVCRATU TVVREBROIFRICE DEHRBAL TUZEL,

N/A

Do you have comments on the introduction of a limit on non-
controlling interests, such as the one specified in section
6.4.47

6.4.4 IR[CRESNTVBLSR. FEZECHFFDHIROBACDOVNT, IA>
NIBHOEITD

N/A

Do you have other comments regarding capital resources?

BAVY-RICEUT, ARITIXD MIHOEIT D
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The LIAJ appreciates the introduction of the qualifying criteria based on the
type of business structure, i.e. the requirement for an instrument to have the

initial maturity of at least ten years to be qualified as Tier 1 capital resource
as well as the different capital composition limits, both applicable to a mutual
IAIG. On the other hand, the ICS tiering categorises kikin in a way that is not
in line with the reality in Japan. Insurers with “kikin” are mandated by
Japanese law to reserve additional “redemption related kikin” equivalent to
the amount of redemption, and kikin for mutual companies are considered
to have the capital characteristics comparable to the capital of holding
companies. This inconsistency with supervisory accounting regarding tiering
of kikin by local jurisdictions should be avoided. In order to ensure consistent
valuation across markets, the LIAJ suggests a provision that “sets out the
basic tiering direction and focuses on the setting of tiering by local
jurisdictions.”

Furthermore, in the context of factor analyses for volatility in the ICS ratio
and difference comparison with an internal model, the LIAJ would like to ask
the 1AIS to disclose the rationale for the spreads applied to the General
Bucket and the Middle Bucket by ICS rating categories. The data sources
for the spreads for each currency, for example, should be disclosed in the
ICS Technical Specification, as it would help the IAIG establish its own

measurement method for the standard model.
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Do you have comments regarding the ICS risks and

calculation methods?

ICS DURVEETETTACOVT, XY MIHDF I

ICS L ROZEBERDATPONEFET I EDEREE., YRR DR TEKEDZ A
WIS OGNS, ZEET IO EEREIN3E TOURMREOURISF)A 48
BMREE(CDOWVT, INBONUTL -3 FEOFFMERROVEEERO,

In the context of factor analyses for volatility in the ICS ratio, difference
comparison with an internal model and risk factor validation, calibration

method details used for calculation of the standard model, including all risk

factors, risk scenarios and correlations, should be disclosed.
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Do you have comments regarding the grouping of policies for

life insurance risks?

A RRURIIRS . RIRZZFIDOT I —TAEICREBL T, IXAY MIHHFET
hs

N/A
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Do you have comments regarding the calculation of the Life

risk charges?

LEanfRIRUZVICBII BETEICEIL T, IAZ MIHDFIH
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E%Z12EN5. £F) LFRBEICHBVT ESR /KEZIU T I(FRRERERER
3. FRSHNTBOEFIZENCONT ALM FE2AVURIEEBZFE(ELT
LW3H, ESR ([CBIFRAREREFIUZATINFI DT DIZF CHERIRZER I 5%, U
EESE/COBECRDNMAR,
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While the risk charges for ordinary lapse risks are calculated applying the
historical trend component by each region, the mass lapse risk related

specification is determined in the same for all regions. As this may lead to

the level of mass lapse risks being overly conservative for life insurers in

Japan, stress factors should preferably continue to be adjusted gradually

even after the ICS finalisation through disclosing the calibration methods so

that they are appropriate for each region.

— As mass lapse risks are affected by the interest rate sensitivity of only
the insurance liabilities even if insurers are promoting the ALM, it could
be a major factor in decreasing the level of economic solvency ratio for
insurers when interest rate rises.

As mass lapse risks are different from other underwriting risks since

underlying contracts extinguish immediately, the effects of MOCE decrease

(for example, a 30% decrease) caused by extinguishing underlying

contracts is possible to be reflected for calculating capital requirement.

MOCE decrease associated with extinguishing contracts should thus be

considered when calculating mass lapse risks related to capital requirement.

Do you have comments regarding the calculation of the Non-

life risk charges?

13 - N/A
BEFRRUZIICEAIZETEICEAL T, IADMIHDEITH.
Do you have comments regarding the calculation of the
Catastrophe risk charges?

14 - N/A

EXRKBYRAIICEIZETRICEALT. IXDMIHHFIH
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Do you have comments regarding the list of market risks
considered in the ICS, the general principles to calculate them

and the way to aggregate them?

ICS TEEINTWAHIBURIOUZ N, eNSZETE I3 —HRREA]. B
SUENSZESTI B ECEALT, IXI NEIHDETH.

N/A

Do you have comments regarding the Interest Rate risk?

[MEPEIR | EMEEETIVIT. RIREEZISIZOD LOT-UFR ENEBZENREA
T, RIZ21T0 ALM BE(LOEELRSHIR. SEIBOTIBRIEICIBSUIERAN
PRI E TH D,

Flz. B TTREFIRZB X 283 DRIREES 5| ZR(C— RS w2 KRR 32

The Interest Rate risk charge calculation should be validated regularly so
that it does not prevent the ALM enhancement of insurers caused by the

difference in LOT and UFR applied to the discount rate calculation of
insurance liabilities for internal and standard models.

Also, implementing a method in which temporary shocks are reflected in the
discount rate for liabilities beyond the investable term should be considered

0 (&, RIEFHIRIICEDEZEZREUTUEILHIEECRINETHD, FIZE UFR T carefully as shocks would have an effect on the entire remaining period of
EIAWIIKEE, T-ILEBT DAV ICDVTIE. UFR YIODEBEN R R &E liabilities. Alternatively, adjustment could be made for stabilisation to shocks
FIZRIIE CHICLELIBFR. TEALAMDFAREZNZDIENEZSND. from tail events such as the fall of UFR, given that UFR assumes the long-
EFRICEALT. A NIHDFI N o ‘ o _ o , _
No.10 ([CEEEDEHBDNUT L —a> FEDFMOMRZEKRT S, term equilibrium rate in terms of macroeconomic.
Finally, the LIAJ would like to ask the IAIS to disclose the details of the
calibration, as stated in our comment for Question 10.
While the proposed formula for computing the modulation factor w reflects
the adjustment of balances using spread sensitivity of the insurance liability
Do you have comments regarding the Non-Default Spread and credit asset and has been refined from the 2022 ICS Technical
risk? Specifications, it still needs to be verified, for example, as to whether the
formula would remain applicable in stressed market conditions.
Also, for jurisdictions such as the Euro zone where swap rate is the risk-free
17 No.5 &[E)tk rate, government bonds are treated inconsistently between the calculation

FIANAADZIT LY R-UZHCEIL T, A MIHDFEIH

of the spread and NDSR. While government bonds can be reflected in the
calculation of the spread including the modulation factor w, government
bonds as a whole are excluded from the calculation of the NDSR.
Consideration should be given on consistency between these calculations
by including the NDSR calculation in every asset that is subject to the

calculation of the spread.




Do you have comments on the differentiated treatment for

investments in infrastructure equity?

HFRECHRTFEUTA BN RN EF RO TED, RERSHHHERIIREZRELT

As society demands sustainable investment globally, the LIAJ supports the

18 - . X .. o appropriate setting of risk factors based on data collection from the

1275 IIAT4IEICT T DHFRIRERRNCOWVT, XD MEIHDHFT DB ZRICIFHANS, T—IUNECE IEIERI AR DR EZZFFI D, _ ) . o .

5 perspective of insurers fulfilling the role as institutional investors.

\!

Do you have comments on the inclusion of the Equity risk

counter-cyclical measure (NAD)? The LIAJ supports the proposed inclusion of the Equity risk counter-cyclical
19 T D'JD'JL}’*ES%AMK’U‘DL\‘C . ICS DB THBI &S ATLAOEEILICETHIEBE CHIZRFI D, measure as it would contribute to financial stability, which is the purpose of

I C[X] N 4 > HIETH Clc N 4 the ICS.

NIHDFIH

Do you have comments on the proposed design of the Equity A T S SRR B A LB B S . ZO e It would be important for the IAIS to encourage each jurisdiction to
20 risk counter-cyclical measure? 4525 1D (b TR SN 3 B A A B EE Z% . N implement a counter-cyclical measure because, if some jurisdictions fail to

RS 2T AORELINEE BJRE RICEENBETHD. HEOT IAIS
HRRUZHCBET R, ho—-SHUNIEBDORETECOVT, IAVN I‘;O/)BZ S "J'jj;)H’*%(D‘E)\Ej&jébgb‘b‘é’tb‘égtaié implement such measures, those jurisdictions would be the originating
EE « BRI - EC Z WiZ
[EeEEIR g 7 a= cause of disrupting financial stability.
Do you have comments on whether the Equity risk counter- .
N e e . . . Since the proposed formula based on developed market and Japanese
i ihrati HMRUZVAZOERNDRHRL RO TVDEEZSNDFEREMIZT -5 BARDKI
cyclical measure should allow for more granular calibrations to e o s ;@J%,;E ;_J e ;ﬂ 57-_t - ,]UIjJ equity market data could act differently, it might not be able to fulfil the
i w7 —d. B NI EREMEN'SD. TITRENTVSEINTE, 702

reflect geographical market specificities? 7 ¢ O R I * 7 objective of counteracting procyclical behaviour.

21 VIR TENZADEI I 2L DB Z R RV AIEEEN DS, _ _ . _ o
BRRRUZIICET B, HI 48— - SHOUNAEEICLD. HIBM R THIE 0L S BT BIE LAWY, BACANTHASIISE (BATH While reasonable adjustment may ultimately differ between jurisdictions, the
BRI A RIS B0, LOZEMR A B4 T ARSI HAESHCONT. T T ———— LIAJ expects the implementation of a countercyclical measure based on
XS NEBDETH. major indices (e.g. TOPIX in Japan).

Do you have other comments regarding Equity risk? The European Solvency |l applies the mitigated risk factors for long-held
equities. In the context of ensuring a level playing field, the LIAJ believes
BRIV S — T TREARBHRIVCREVIAMZENMEFIIEIN THD, BE Lon . . ,
THOERSENS. ERMREETICEIT IR MG DEIIEBOBANLEENS that the ICS should also implement the mitigated risk factors for long-held
Gl TN b\ 7~ (& 7N 1y = :%_F = o
. : TR = o= R K equities.
IE_EIBRITRBAEN D T SAR— NII1 T4 TP R EXANIAILT—HICE DL 5 o _ . _ _
29 Beat A Fuh 2 EEBUEWRSF AU AR LTS, . BILASYS — 1T Based on historical data, private equity funds composed of unlisted equites

FRRVRIICEL T, ABICOX> MIHDET

(&, BOMEAIOIE EIBARINE_ EIBHREBOURIRENERAIN TV, INSZEEF
A FREEHISOIF HSHRINCOVW TR EIBHRREBUURAIZRERETBTENLEFN
50

show lower volatility than indices for listed equities. Also, the same risk
factors are applied to unlisted equities as those for listed equities in Europe
according to the European Solvency Il. As such, the LIAJ would like to ask
the application of the same risk factors for unlisted equities and listed

equities in developed markets.
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Do you have comments regarding Real Estate risk?

AEYEYRIICEAL T, A NIHDFI D

ENCHUE D447 [ BRU AR EE SO R OARBA (R Z SR TE I BTENEELL
No.10 [CEEBDEBDNITL -3V FEOFROMRZEKRT 3.

It is desirable to set factors and correlation factors between jurisdictions
reflecting jurisdictional characteristics.

Also, the LIAJ would like to ask the IAIS to disclose the details of the
calibration, as stated in our comment for Question 10.

24

Do you have comments regarding Currency risk?

ABIZAICEUT, DA MIHDEI N

N/A

25

Do you have comments regarding Asset concentration risk?

BEERYZICEUT, DA MIHOHEITH.

Granularity Adjustment (&, R— RNIAVADEFEDHD > A=)\ —F 1 - (ABiIHICETRU
TW2IHE. BEETRIAIOFRBEEANBE(CKERDOIEEEN DS,

BTN —TABRIRITIRITTER I FSHRIIEF(COWTE YURYERBICLELT

BABPIBEARLBOTVD, DVWTRIKRIVAR-Sv— IMERIVAR—Sv—JIC
DWTERZERTELTEEDN

No.10 [CEEEDEBDNIT L -3 FEDFMOMRZEKRT 2.

The granularity adjustment may lead to an excessive capital requirement for
asset concentration risk when the insurer’s portfolio is concentrated too

much on a specific counterparty.

Capital requirements for intragroup reinsurance, bank deposits and
subsidiaries are particularly high compared to the risk reality. The LIAJ
therefore suggests the IAIS to set a limit on stock and credit exposures.

Also, the LIAJ would like to ask the IAIS to disclose the details of the
calibration, as stated in our comment for Question 10.

26

Do you have comments on the differentiated treatment for

investments in infrastructure debt?

(EARYZHICEALT. ) 1> IFBEADORECHT I 2455 REUWRNC
DT, IXDMIHDFEI N

N/A
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Do you have other comments regarding Credit risk?

ERYZIICEL T, ARICIA> MIBDFI D

R - REECLZERVRIOERIBENMEDIATFN TV LEEIBNEE XN, 1Y
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Fz. EOETEHEE RO RC6 X3 THREN 100% THd%E. BMERIAIERE
BEELTWBREEZSN, HIL -2 FEONREFICLD, EREODBERZBEELD
T. ERPERIRAEEZSEMEL TUKTENEELLNEE XD,

BEAT-Y->-0-> (CML, RENRENEUA (KT I ETO-VUINOR
BEO—>) ([CRALTE. INE2NT —INEEIEBOR S (CBVWTIRIFr—2%H
EIBZCFATD THREDIET. DO Fr—SOEB(SFHUWIRRFT D, —

While it would be reasonable to take into consideration the mitigation
measures for credit risks through collateral and guarantees, the LIAJ finds

it overly conservative to recognise risk mitigating effects only when the
collateral or the guarantee belongs to a higher rating category than the
exposure.

The proposed ICS considers that, if an A rated loan is collateralised by a
mortgage and is qualified as A with the same duration, the risks would not
be transferred at all because it assumes the simultaneous failure of the
mortgage in case of the borrower’s failure.

In terms of reinsurance, the haircut approach is used for collateralised non-
life reinsurance exposures and the mitigating effects can be recognised to
some extent even when the collateral or the guarantee does not belong to
a higher rating category than the exposure. On the other hand, the
application of the conservative substitution approach is required for life
reinsurance exposures and the risk mitigating effects can be recognised
only when the collateral or the guarantee belongs to a higher rating category

than the exposure. For the reason set forth above, the LIAJ would like to ask

7




7T, CM1 X53(&, LTV 60%FKENS LTV79.9%i& . BASHURINERICER
%EE ZONBPEE(TLEFEICRATVSEEZEZSNDIENS. CM1 XD OHM{EHEE
FLLWEEZD,

No.10 ([CEEEDEBDNIT L -3 FEDFMOMRZEKRT 2.

the application of the haircut approach for life reinsurance exposures as well
as for collateralised non-life reinsurance exposures.

Additionally, it also assumes extreme risk events (e.g. credit risk stress
factor of 100% for securitisations in ICS RC 6.) and djustment should be
made gradually through the disclosure of the method and continued
discussion with the industry.

The LIAJ understands the difficulties in changing risk charges for
Commercial Mortgage Loans as a whole due to the data collected being
proven insufficient both in scope and quality. Nevertheless, the category CM
1 should be further broken down, as the broad range of LTV (loan-to-value)
from less than 60% to 79.9% obviously indicates significant difference in
risks within the category.

Also, the LIAJ would like to ask the IAIS to disclose the details of the
calibration, as stated in our comment for Question 10.
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Do you have comments regarding Operational risk?

ARL=23F)-DRDICEU T, DX MIHDEIH

ARL=23F)VWRIDFHRICONTIE, EEEN R RAMAIEZRFOTENS, RGBT

LR PIEEZERUCBER THINEEE ZDN . —EDIRR T CEVWTLBE(IRST

BIRETAEREB D EIREIEN' DD .

BERMRFEHZHBR I ERNS. [ AR =3 F )W RIUNDIRIDPRBEEARGET
(DEGIRRIRE) (ST D 20%%Z _EBREVTEHELTEES

No.10 (CEEEKDEBDNITL — 23> FEOFMOMRZERI 3.

The calculation of operational risks should be developed focusing on
conciseness and comparability because some of its aspects are difficult to
guantify. However, in order to avoid being overly conservative, the LIAJ
suggests setting the non-operational risk (after diversification) limit to 20%
of the total capital requirements.

Also, the LIAJ would like to ask the IAIS to disclose the details of the
calibration, as stated in our comment for Question 10.
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Do you have comments regarding the aggregation /

diversification of ICS risk charges?

ICS URIDFHEIBEUCEAL T, XD NMIHDEITH.

—RRCEFUE T AR TSR (ZIEARBIED ., £F) LREHIBRNIECZIRI S0
1 TEERF (ST _EF T HEIBRMMER SN EZR NS .

RIS ORTSAUCEADS T EFIERTOUR )% [EABE THET 2L FIBER
STHERDIZEDHD. NDSR OEKICRS A ([CIGU THHBMREE Z X DNE TR
o

While the fall in interest rate and drop in stock prices are positively correlated
in general, losses caused by the entity’s position in rising interest rate are

likely to be offset by rising stock prices.
It could be overly conservative to apply positive correlation between interest
rate and equity risks uniformly regardless of the insurer’s position and the

correlation factor should depend on the position as with the NDSR.

30

Do you have comments regarding the optionality given to
group-wide supervisors to require a calculation based on the
Basel Il approach for calculating risk charges for non-

insurance non-banks financial entities?

DI -T2HEOEE LB, IHRRFBETH D/ I0OERHLEEDY
ATEEIOVWT =B Il OFEICEIGTERRHBENTESL
WDATAD(COWT, X NEHDFTH

N/A




Do you have comments regarding the optionality given to
group-wide supervisors to require an additional risk charge for
non-insurance, non-bank financial entities without a sectoral

capital requirement where an operational risk charge would

31 | not capture all material risks? - N/A
IIN—-T2EROEE LB, ARL—23FIL -URINETOEER)RY
ZHIRULRVEEIC, I9-RI0EAREM4 I IIC, IMRIREETH
22N\ DERHERACHU T BINDOVRTETBEZKDDIIENTESDE
WIATZAUATDONT, X MEBDET D
Do you have other comments regarding non-insurance risk
32 | charges? - N/A
FHRPRFEZZUZI(CEAL T, ABCAXD MIHDETH
Do you have comments regarding the use of a simplified
33 | utilisation approach for tax? - N/A

BROMRCENIFR7 TO-FOEAICEEL T, IAD MIBHEI N

34

Do you have comments regarding the option given to the

supervisor to require a more complex approach for tax?

BUCEAL T, DML T TO—FHERIDIHC, BEBE(CSZIANE
AT2AVCEALT, IAD MEIHOFEITH

ROV T—ENC(FTER LD HNZRIRUIZHIEETINETH D, —HTH
SEOEHMRTH (S IBXE% ICS THR—HICEDDENHETHIBSE, EFR
EFBEBNNETINERIBEEHZEDDIEVIRHRD T TIRETEININETHIEE
A3, [80%xERIRRXFIBEARIDHEVSIBIN, THlDEBZERITPISICE
FRRTHEE—TERBRUTWSEE XD,

—7Cla+b+c-dJI[CDWVTIE, TR E D P121 Tl Based on feedback and
analysis it was determined that these elements added complexity without the
benefit of accuracy for most jurisdiction |EEEEEN THD, HXIBHDH TEITE
DEEBE(CATI A 252 2EUREMEN TR, . FERBOHIRNRETE.
DEHOBRNSREERDEIHEEN B D, BIEBOTHI (BRI ROFIF ] 6
FRRZEHFEINEEEZEZDOTHNS, FABAEM TEBVERZ—RICHEIT DL
MBI SRS Z I I NETH D,

While tax effects should primarily be based on tax schemes in each
jurisdiction, the LIAJ finds that the proposed simple calculation of the tax
effects (i.e. 80% x ICS insurance capital requirement x an effective tax rate)
reflects the different tax schemes between jurisdictions and
conservativeness regarding taxable income to some extent, given that
complicated tax schemes in different jurisdictions cannot be addressed in
the ICS in a uniform manner, assuming that international law should be
considered to set the minimum requirements to be followed in each
jurisdiction.

However, the reason behind the option of “a+b+c-d” for a jurisdictional
supervisor described on page 121 of the consultation document as “based
on feedback and analysis it was determined that these elements added
complexity without the benefit of accuracy for most jurisdictions” is not
convincing alone and, depending on jurisdictional decisions, could pose a
challenge in terms of fair treatment among jurisdictions. If the 1AIS believes
that a limit to the utilisation of the tax effects that is suitable for the tax
scheme in each jurisdiction should be set, the LIAJ expects the continued
discussion toward the development of new and less complicated formulae

that can be applied uniformly.

35

Do you have other comments regarding tax?

HICEHL T ABCOX MIHDE I

N/A




36

Do you have comments regarding Other Methods for the

calculation of the ICS capital requirement?

ICS OFTEEARDETEICEEIZEDMDIATEICDNT, IAD NMIHNFET
o

N/A

37

Do you have comments regarding SOCCA processes?

SOCCA JOtERICEALT, OXY MIHDEI N

SNEBISAT ARV C LR IR (ST RERDIR VD REN DA E T, SEBEATAR
IBEOREN - KRB REUREL TERININEEE XD,

{BU. EEENBUBEINIERFHETOERAOVTO. #3517 T4V hNEED
EET—9%ZHRL. [ O 2 IBIRINRETHD,

The LIAJ believes that, in the absence of an external rating, it should not
result in punitive action, as the SOCCA processes should be allowed as an

exception and alternative to such absence.

However, to ensure comparability, track records related to the SOCCA
processes, such as default rates by rating categories, should be disclosed.

38

Do you have comments on the overall requirements (section
9.4.1)?

(REPETILD) SARMREM (9.4.118) (DWVWT, XD MNIHHFET
h\o

BHTEA - BB 0EREE TVWSEBORERSHI I - TSN, [FERITOEA 1B
UTEGRRAF 1% 2025 FEEFETISHIEI LT BEEHLUVERIS (CEHTEEBMIK
AN

BRI 3MRCETDREARIZER T 200, BERBIBLRSRVEBNEEZE
URREDIMIGICELD. SEIBE DA D= IvT1 ) = HEARTEE T\,

It would be burdensome for both insurers and the supervisor to follow the
process and meet the requirement for approval for the use of an internal

model by financial year 2025, unless the insurer is part of an insurance
group from a jurisdiction where its use of an internal model is already
implemented or approved by the supervisory authority.

When implementing the ICS, the LIAJ would like to ask to ensure
jurisdictions are on equal footing by providing sufficient preparation periods

and giving practical consideration to avoid excessive burdens.

Do you have comments on the general provisions on the use

of an internal model to determine regulatory capital

39 | requirements (section 9.4.2)? - N/A
M _EOPFFEEARZRE T DIHOANEBETIVOERCEET 2 —i%R
E (9.4.218) [CDOVWT, X NMIHOEIN,
Do you have comments on the criteria for internal model

40 | approval (section 9.4.3)? - N/A

AEBETIOEREE (9.4.318) (COVT. IAVNIHHFEITH.

10




Do you have comments on the additional considerations

41 | (section 9.4.4)? - N/A
EBIMOEREEIE (9.4.418) [CDVWT, IXAYMIHDHFITH,
Do you have comments on the general provisions on the use

42 of partial internal models (PIM) (section 9.4.5)? B /A
EDAEBETIINOEAICETZ—MARE (9.4.518) (LOVT, IAVH
([FHDFIN
Do you have other comments regarding the use of internal

43 | models? - N/A

REBETILOERCEL T, MBICIXY MIHDEIH.

44

Do you have additional comments on the ICS?

ICS (CBIIBEMDIX> MIHDE TN

STRFELCOVT, ICSVer2 M Z<DRTHENKASN TS, RIMS(SFHEL TV
%o

NEREREERMAOHRDERRNSZET ICS NEIURCHITINZLHEB TH
D, ENZHEELTDHICIAIS ELTETLE1— (PIR)E(CLD, ZEH ICS EHURTR
DA ERZIASNCIBELDIC, ICS BRBORE I Z1TOREAH% IAIS (CT
BAVEEERW,

The LIAJ appreciates the proposed calculation method, which has improved
compared to ICS Version 2.0 in many aspects.

Furthermore, it would be important for the IAIS to implement it
simultaneously across jurisdictions to ensure a level playing field. For the
purpose of achieving this, the LIAJ would like to ask the IAIS to disclose
each jurisdiction’s compliance with the ICS and the difference thereof
through the peer review (PIR) process, as well as to introduce a framework

for assessing the impact following the implementation of the ICS.

45

Do you anticipate any impacts from the implementation of the
ICS on the new business strategy of IAIGs? If so, please

explain the potential impacts.

ICS DOEEN IAIG OFEEMIRCEXZ2EZFELTVEIN.
HELBTHNIE, BIEMNMRSLER AL TS0,

BHAROEGRRSLE, FETRBEITEHAEZENDEEORERRIL. REHS
NOEAEL TOMBHEREE 12 FEFRREE TIRAETHECLD HEECRDD
RRURI%Z51ER T, BREREZTTRSECE. TUTINSEFRH 2RI LD
(C RIRERORMMZZE R U ENEROH D EBENDBRIIEEZITIRER
FERELTETWVS,

TR, IHERRFREBALF vy 17U MFELET DD, BEAETYFEE
THEHITENTERV COLIBT—IVEBEICHUTBRIBIRIFr—2%RI L
(. BROBEZE (LRI ANSN TV R ERIR I MEHIEFES |OBRFTZEE R
BOLL, FERNBHSREHE(CEHEZS AN DD, e, BEEFIOR
HAEYYF>IE, ICS MISORODI T —23a>Fry T IFEEICH I 2BERA >
T4ITN5, REIIRURE 2 E VR FERBZEICERNONAR,

Life insurers in Japan have taken on the challenging risks on behalf of
consumers and provided coverage by issuing products such as whole-life

insurance which has both life coverage and savings functions, as well as
traditional pensions which provide a longevity society with a guaranteed
interest rate. They then fulfil these obligations by making ultra-long-term
investments in assets with social significance, considering the long-term
nature of insurance products.

As a result, cash outflow occurs beyond the investable term and hence
cannot be offset through matching of assets. Imposing excessive risk
charges on such tail liabilities may cause difficulties in distributing whole-life
insurance and traditional pensions, the commonly accepted types of
insurance products in Japan, and affect social protection schemes in the
future. Moreover, excessive incentive to eliminate the duration gap to
address the ICS may significantly decrease the long-term profitability by, for

example, matching long-term liabilities with an ultra-low interest rate.

46

Do you anticipate any impacts from the implementation of the

ICS on the pricing of products of IAIGs and/or across the

insurance industry? If so, please explain the potential impacts.

BRINCHNT, MEHEIER INSI 12y NS IREDERICS TN RHZ-ERD
& BRIEBVTEEIRICHMEHRNGEE |1 BEO R EER KB mOIRTSNEE LR B]
BEMEN'SB,

11

In light of the past shift from traditional pensions to unit-linked insurance in
Europe, distributing products focusing on building long-term assets such as

traditional pensions may become difficult in Japan.




ICS OEMEM IAIG, BSLW/FZ(F RIRFEFREARDOE mDMARERE I
SX38 8 FRUTOEIN?
BLESTHNIE, BIERNRRZEZFRIAL TTZE,

MISIRIENE(LL ESR PAIRICIER T UABS(CE VA7I> - ILOBR =S,
ESR O_LR(CHFSIREMEREZROEVARTEABITLU. URTENKEVNRR
OEER K EmOIRTTZHIIFI IS eIgEEN' D3,

If the market is under stress and the ESR decreases significantly, life
insurers sales policy may focus more on protection-type insurance which

contributes to raising the ESR, and less on products that build long-term
assets which assume greater risks.

Do you anticipate any impacts from the implementation of the
ICS on the range of product features available in the market
(for example investment guarantees? If so, please explain the

potential impacts.

In light of the past shift from traditional pensions to unit-linked insurance in
Europe, distributing products focusing on building long-term assets such as

traditional pensions may become difficult in Japan.

47 No.46 Ak If the market is under stress and the ESR decreases significantly, life
ICS OEHE(CLOT. TiECTHIARIEER T mIEEEDEEH (FIX(L, K& insurers sales policy may focus more on protection-type insurance which
1REE) (CRZENDDIETFBLTVETN. contributes to raising the ESR, and less on products that build long-term
EUBSTHNE, BIENRSZECOVTEHRAUL TR, assets which assume greater risks.

Do you anticipate any impacts from the implementation of the ' _ N _ o ' _
ICS on the duration of products written (eg offering products In light of .the' pa§t shift from trad|t|9nal pens.lor'ls to unit-linked insurance in
) ] Europe, distributing products focusing on building long-term assets such as
with shorter-term guarantees)? If so, please describe the N , T
] o traditional pensions may become difficult in Japan.
48 products that might be affected and the potential impacts. -
- . No.46 C[Al# If the market is under stress and the ESR decreases significantly, life
ICS DEBBICLD. SIBBROFHIR BIIBRRIIHBRORN | . ) canieanty.
X insurers sales policy may focus more on protection-type insurance which
(CRZENHDBETFBLTVEIN. ) . )
X . contributes to raising the ESR, and less on products that build long-term
bLESTHNIE, HEZZIDEIREEOHIEmE . BIERNRFZECD , ,
) R assets which assume greater risks.
WTERBAL TLIE& 0,
Do you anticipate the implementation of the ICS resulting in an ' _ N _ o ' _
IAIG’s withdrawal from writing specific types of products? If so, In light of .the' pa§t shift from trad|t|9nal pens.lor'ls to unit-linked insurance in
) ) Europe, distributing products focusing on building long-term assets such as
please describe the products that might be affected and the N ) n ]
o traditional pensions may become difficult in Japan.
potential impacts.
49 No.46 E[ElH% If the market is under stress and the ESR decreases significantly, life

ICS OEMICLD. IAIG MMFEDIEIEDERDSIZNSHIRT D%
FRLTLETH,

ELESTHNIE, FEZZ (I 0l DH2Eme. BTENREZECD
WCERBAL TLIZE L,

insurers sales policy may focus more on protection-type insurance which
contributes to raising the ESR, and less on products that build long-term

assets which assume greater risks.

50

Do you anticipate the implementation of the ICS requiring
changes to risk appetite of IAIGs? If so, please explain the

potential impacts.

ICS DEMEICLD. IAIG DVAVEIFOEENNELRDZEFEUTVE
Ih.
HELBTHNIE, BIEM MRS ERHBAL TS0,

ESR NEEEHEIRER DL TIIANENT | OZEEZRET T HRREANMBENN T BE TR
93, TOERKNFZEZRFRTTFRIBLEIRZHTHD, PIR F(CLOTEELTLK
CENEBEEZD.

The LIAJ anticipates that more insurers would consider changing their risk
appetite following the introduction of the ESR as a supervisory indicator. The

specific effects from these changes are difficult to anticipate at this stage but
more importantly, it should be recognised through measures such as the
PIR.

51

Do you anticipate any circumstances in which the
implementation of the ICS might create or help resolve
protection gaps (eg due to changes in product availability)? If

so, please explain the potential impacts.

Mo EFERRIR PR ERIR IREORATF EFRRIIOEER RSB mEAET
SHIHEMEFIRFLRTRIZISNZV, BE [CRTHLREEDEANREINS
B HRREFIEOHERETE EREFERORREZOE TIOTIZI>Fry
ThEC2eTREMEN' DS,

12

There are no other market participants other than insurers that provide
traditional pension insurance or whole-life insurance at this stage. If the

implemented standard is overly conservative, protection gaps may occur in




ICS OEHEICKD. TOFI2a>FryTHEURD. ZORERICIEII D]
BEMEOHIRRZFRLTVETD (Bl FERORER]REEEFEOZE(bIC
&£3).

BLESTHNE. BIEN BRI EZSIAL TIEE,

terms of securing savings for retirement, depending on the developments

related to the social security system.

52

Do you anticipate that any reduction in product availability
from IAIGs could be filled by other market participants? If so,

please explain the potential impacts.

IAIG (CL BB mORIERIRESEREIDIE T (3, OTIBSIE(CLOTE
HENZEFBLTVEID.
BLESTHNIE, BIERNRFEZFRIAL TTZE W,

No.51 L[EH%

There are no other market participants other than insurers that provide
traditional pension insurance or whole-life insurance at this stage. If the

implemented standard is overly conservative, protection gaps may occur in
terms of securing savings for retirement, depending on the developments

related to the social security system.

53

Do you anticipate any opportunities for an increase in the
range of products available in the insurance market as a result
of the implementation of the ICS? If so, please explain the

potential opportunities.

ICS OEFEDOFEREL T, RIRTIS TRIER LR mOEFNMEINT
RN HDIEFRLTVEIN.
BLESTHNIE, BRSOV TEHRALTIZE L,

N/A

54

Do you anticipate any impacts from the implementation of the
ICS on the long-term strategy of IAIGs? If so, please explain

the potential impacts.

ICS DOEREN, IAIG DREIEERICEX 25852 FELTVWEIH,
HELESTHNIL, BIEMNRRERIHAL TEE L,

RIEEEZISIZXRICHRROIARFII- IR IREN T BRRUR IR OH DRSNS
ZENS KRR B(ICBVERIERNREN TV HD. o, REIDREEE
MISELTRBEINZRIAT 1L — 33 AR I BURMRELBATHO. RN YVIL
N>3— T TRYZVGEENEIREINTOSZENS. BRINBLUBRIN I DIRIR ST,
FRREMODTENMRIZNTURL,

BRI FICERDERNKRDSNDIRTZFICENT, IAIGs DRRIEE LK
RTU RXTBCR AT IR E e 5 X 50BN DD,

As the discount rate applied to insurance liabilities do not reflect expected
returns on equities but only equity risk factors, capital requirements imposed

on underlying equities are high. Moreover, a level playing field is not ensured
between insurers in and outside Europe since the risk factors for equities
with a long duration which would be held to match long-term insurance
liabilities are excessively high in the ICS compared to the reduced factors in
the European Solvency Il

Consequently, the share of equity investment by IAIGs may decrease in
cases where capital efficiency is required, and may result in a negative effect

on the equity market.

55

Do you anticipate that the implementation of the ICS could
lead to a change in the risk sensitivity of the solvency position

of IAIGs? If so, please explain the potential impacts.

ICS OEREN, IAIG DYDY — RS AVCHBIT RV RIBISEDE
{BICDRHBEFELTVEITH,
BUESTHNL, BTERNREE(CDVWTERBAL TIZEW,

ESR WEEBEIZL > TURULEIICE VLTI, ICS OERBICLOT, URAEBIFOEE
ZARFT I BRERSEMENNL . RICEEZLITIEFIET S, COEARNSE (IR
ATHEIILEIREETHD. PIR HICIHOTEBEL T EEEE XD,

The LIAJ anticipates that more insurers would consider changing their risk
appetite following the introduction of the ESR as a supervisory indicator. The

specific effects from these changes are difficult to anticipate at this stage but
more importantly, it should be recognised through measures such as the
PIR.
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56

Do you anticipate that the implementation of the ICS could
lead to a change in the profitability of an IAIG’s business units
or insurance entities focusing on a specific product type or
market segment? If so, please describe the products or

market segments potentially affected.

ICS OEHEN, FFEDERIBEFEHIHTI A NMCERELETE.
IAIG DFEZEEPPIFIIMRR S DU EDZALICDBNDEFARL TL
FIho

BLBSTHNIE, &%= I3 0]EeEDH5. EmEEmimzTI >~
([CDWTERBAL TLIZEL,

N/A

57

Do you anticipate any circumstances in which IAIGs will need
to raise additional capital (beyond those currently anticipated)
as a result of the implementation of the ICS? If so, please

explain the potential impacts.

ICS OERBOFERELT. IAIG NBIMEAR ERIEFEINTVZE0Z
B22) ZFREITIHENDIIRAZFELTVETH,
EUBSTHNUE, BIERREZE%Z AL TUZE0,

EFUE T ICLBBIREFIEIDOIE T (& REEENGHZDRB51I2) TIRAICR
IR9%, JoT. EanRIREH FAEPEBROBFE PR EICEU TE anbkB o1& A
ZZEEIBIET, FEROBHZDOIB I 3 ENTIRETHD.
—75. ERMEIEROH 2 HIMTELECRVIGE . FERI(CE 2 (CEEE T RER S
HTH3(COENS T, BINEAZFIET BRIEEEN DD,

When the interest rate declines, reinvestment returns decrease gradually as
the underlying assets reach maturity. Life insurers are therefore able to

avoid future crises by accumulating retained earnings or changing product
and investment strategies as necessary.

Nevertheless, if the economic value-based indicators are applied as the sole
criteria, IAIGs may raise additional capital even though future crises are
fairly avoidable.

58

Do you have any concerns over the ability of IAIGs to raise
capital or issue debt in the future as a result of the
implementation of the ICS? If so, please explain the potential

impacts.

ICS OEREDFEREVT. 1AIG NMFREARERELEED. BEERITL
EDIBEEN(CDOVTEZ([EHDEITH,
HELESTHNL, BIERNRELE(CDVWTERIAL TIZE,

FEREFHEC BHTEFN EFBEFCSVTE, ) RREILAENDCARLZDHIE

FIOOVTE EBMIROUREE(CLDN -2 2% RIADT - AN H2IENS. #BEEMERE
SOHZHIETRECAVIEE ., MEEPIREZEVIRL. High S RE) 25z
RF2uElEEEN BB,

In contrast to the situation described in our comment for Question 57,
insurers with lower solvency may expect distant future returns, setting it

aside as a margin. In such cases, the application of the economic value-
based indicators as the sole criteria may lead to inappropriate valuation by
the market for such insurers, as their financial condition could be unsound

and concealed.

59

Do you anticipate any circumstances in which IAIGs might
change their risk management strategy as a result of the
implementation of the ICS? If so, please explain the potential

impacts.

ICS OEMOFEREL T, IAIG MR EIRHERZZEE I 50D S
PR FRELTVEIN,
BLESTHINE, BIERMRFEZEZERAL T2,

ESR DEEBBIZE R > TORUEIFHICH LTI, ICS OEHECE T UREIFOEE
ZARET I BRESEMEINL . RUCEEE L TIEFIET . TOERNS LIRS
BTREITRCULEIRE#ETHD. PIR HICIHOTEIRBL T CEHEEEE XD,

The LIAJ anticipates that more insurers would consider changing their risk
appetite following the introduction of the ESR as a supervisory indicator. The

specific effects from these changes are difficult to anticipate at this stage but
more importantly, it should be recognised through measures such as the
PIR.
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60

Do you anticipate any circumstances in which I1AIGs might
change their approach to risk mitigation as a result of the
implementation of the ICS? If so, please explain the potential

impacts.

ICS OEMEDFEREL T, 1AIG NZAVERAD T TO—F2ZE I 30]
BEEDOH IR ZFEUTVEIH?
ELESTHNLE, BIERRRZECDVWTERBAL TZE0,

KREMFIVATE ALM TIY POV IBTEN'EELL KB T BB EERBNIRDEN,
RIREHOESIBRPURVEESELOBEER LS.

As mass lapse risks are difficult to control by means of ALM, implementation
of the ICS would limit the options to address such risks (e.g. constraints on

cessions) and lead to an opportunity loss or an obstacle to enhancing risk

management of insurers.

Do you anticipate circumstances in which IAIGs would re-
structure their business as a direct result of the

implementation of the ICS? If so, please explain the potential

61 | impacts. - N/A
ICS OEMOBEFNDFERELT, AIG NEXEZBEBEIDIRNEZT
BUTOEIN.
ELESTHNE, BTEMNRSEEZFRAL T,
Do you anticipate any other changes to the operating model of
IAIGs as a result of the implementation of the ICS? If so,
62 please explain the potential impacts. _ N/A
ICS DEFEDFERELT. IAIG DARL - ETIUAMDEENHDE
FRUTVWEIH,
LB THNUL, BIERREZEZ5HBAL TUZEW,
Do you anticipate any changes to risk management practices
across the insurance industry as a result of the
implementation of the ICS? If so, please explain the potential
63 | impacts. - N/A
ICS OEEOFEREL T, RIREREAROUAIERIBITICENED
DETFRERUTVEIN,

BLESTHNIE, BIERNRFEZERIAL TS,

64

Do you anticipate any benefits to the business model of IAIGs
as a result of the implementation of the ICS? If so, please

explain the potential benefits.

ICS DEMEDFERELT. IAIG DBZEETILIAISHDOFIZINHDE T8
LTWEIH?
HELBSTHNIE, ZXB/NBFIZRICDOVTERBAL TZEL,

EBRM(CHE—ENTZURIN - ZIEENEIIEINBET. IAIG O )L —TURDEIFDFE
EENHAFIND. F2. ICS OEHEICLD ICS BIFAKICHWVTIE, THBEDFHEN R

SNZ—A. FEBCHIZEREOMBICTERNECZENTAEIN S, K idzE

% M&A ZZEHET 2. COMBOERZ DL, RS OEROEARR I CHNE
TSR ZITOREN DD,

IAIS EUT. E7LEI1-(CLD ICS BEHUA R EIS I Z R ZBASMNCTHIET. ICS
ERLAB R OAERRZEICET S IAIG OIX MOYLRENEREEN. ICS DERRE %

ELTOBAMNSFRENIIFTES,

The establishment of internationally unified risk-based measures would
enhance the risk appetite of IAIGs. On the other hand, despite the unified

valuation in jurisdictions compliant with the ICS, the implementation details
would differ between these jurisdictions. An inter-jurisdictional M&A would
require analyses of such details and adjustment to meet capital
requirements in jurisdictions where the parent company is located.

By disclosing each jurisdiction’s compliance with the ICS and the difference
through the peer review process, the IAIS would reduce the costs imposed

on |AIGs associated with the adjustment between jurisdictions compliant

15




with the ICS, and could be expected to enhance the usefulness of the ICS

as an international standard.

65

Do you anticipate any impacts to the competitiveness of IAIGs

relative to non-lAIGs with the implementation of the ICS?

ICS DOEEICED. FE IAIG ELEERUTE IAIG DFRE (T, MISHDRZEN
HBREFRELTOETH,

N/A

66

Do you anticipate any changes to the investment strategy of
IAIGs which could lead to greater pro-cyclical behaviour, as a
result of the implementation of the ICS? If so, please explain

the potential impacts.

ICS OEMEDFEREL T, K0TOIINIBITENCDRH D BIEEIEDH D
IAIG DIREHIROZEEZFELTVETH.
ELESTHNL, BIERRRZEZRBAL TEE0,

N/A

67

Do you anticipate any changes to the investment strategy by
other market participants which could lead to greater pro-
cyclical behaviour, as a result of the implementation of the

ICS? If so, please explain the potential impacts.

ICS OEMOFEREL T, LDTOIIVNIVBITENC DN B EIREEEDHD
OIS NE CLBIHEHMBEOEEZFELTVEIDN,
BLESTHNE, BIENRRZEZERBAL TS,

N/A

68

Do you anticipate any impacts from the implementation of the
ICS on asset concentration risk, either within IAIGs or across

insurance markets? If so, please explain the potential impacts.

ICS DZEMEICLD. IAIG RF(HRETHIBEAOEEERIRIICER
& FEUTVETH.
ELESTHNIE, BENLREERHAL TTEE,

N/A

69

Do you anticipate the implementation of the ICS altering the
investment strategy or investment decisions of IAIGs in
response to stressed market conditions? If so, please explain

the potential impacts.

ICS OEEICED. AN AZZF SRSV T 1AIG OIS &g
PIRERTENEEINZEFELTOETN,
HELBTHNE, BIEMMRSER AL TS0,

N/A
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70

Do you anticipate the implementation of the ICS resulting in a
change in the market demand for specific asset classes (eg
AAA / BBB rated corporate or government bonds, equities)

driven by IAIGs? If so, please explain the potential impacts.

ICS DOEREICLD. 1AIG HMEETDRFEDEEIFA(5:AAA/BBB &
OB PEE. %) (CHITITIBORENBILTIEFRLTVE
Ih

BLESTHNIE, BENREZEICOVWTEHRALTLIZE,

No.54 ([CELEDEBD. FFHCEAINRNRDBOINDIRREFICHVT. IAIGs DIRTIRE
SRMETU. KRS ICR I T I BEEE S AR RN DS,

As stated in our comment for Question 54, the share of equity investment
by IAIGs may decrease in cases where capital efficiency is required, and

may result in a negative effect on the equity market.

71

Are there any other areas of the financial markets (eg
derivatives or stock lending) that might be impacted — directly
or indirectly — by the implementation of the ICS? If so, please

explain the potential impacts.

ICS OFEMEICED. BEIRNFIMIEN ICREZRIBIREEOHDE
ATISOMODE (Bl TUNFT(ITPRSEEMEG]) FHOEIH.
BLESTHNIE, BEIRFZECOVWTERALTIZEL,

N/A

72

Do you have any concerns over the availability of longer-term
assets in the market to meet any increase in demand from
IAIGs as a result of the implementation of the ICS? If so,

please explain the potential impacts.

ICS OEHBICED. IAIG NMSDBBEIENCHTET Bl FIBICHITD
EHEEOHATEEECOVTERZEHNEITH,
HLESTHNL, BIENREE(CDVWTERIAL TIZE,

N/A

73

Do you anticipate any increased risk to the broader financial
markets (eg from re-allocations into or out of specific asset
classes in response to shocks in financial markets) as a result
of the implementation of the ICS? If so, please explain the

potential impacts.
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N/A
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Do you anticipate any specific benefits to the insurance
market or broader financial markets as a result of the
implementation of the ICS? If so, please explain the potential
benefits.
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Insurers would be able to compare the prudence level of entities within an
IAIG by using consistent measures, and this may contribute to the

enhancement of risk management and ERM of insurers.




ICS OFEMICED. RIRTHIZPOLOLE L ERATHIH(CEARNRFIZNE
E5EN3EFRULTOEID,
BLESTHNIE, BFERIRFIZRICOVWTERAL TS,

However, it should be noted that this will be achieved only when the ICS is
appropriately designed to reflect specific features of the insurance market in

each jurisdiction.
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To the extent that it can be predicted, do you anticipate the
insurance industry having to devote resources, including
training, to implement the requirements of the ICS? If so,

please explain the potential impacts.
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Insurers are expected to incur significant costs for establishing a validation
system to ensure the appropriateness for areas in which system

development, human resources retention and insurance liability calculation
for cash flow and risk assessment is decided.

These costs depend on the duration from the calculation reference date to
the ESR submission date, as well as the frequency of submitting the ESR
(annually/quarterly). Hence, the LIAJ would like to ask the IAIS to take into
consideration not only the resources of the insurers but also those of the

auditors and supervisors.
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To the extent that it can be predicted, do you anticipate
impediments to implementing the requirements of the ICS? If

so0, please explain the potential impacts.
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Based on the future consideration for comparability between the ICS and
the Aggregation Method, a consolidated subsidiary of an IAIG located in a

jurisdiction where the outcome is deemed comparable would be required to
perform the ICS calculations as well as the calculation required in the
supervisory scheme that is deemed comparable to the ICS. In such cases,
a level playing field could be impeded between competing insurers in a
jurisdiction with the comparable supervisory scheme since depending on
where the group headquarters are located, either inside or outside the
jurisdiction, their prudence would be assessed based on different criteria.
Also, if the consolidated subsidiary is located in a jurisdiction where parts of
the ICS are adjusted in line with local regulation but being consistent with
the ICS (e.g. Japan), the calculation results cannot be used for other
jurisdiction without any adjustments. As a result, such subsidiary would be
required to calculate two results based on the ICS and the practical burden
imposed on them could increase.

To address these impediments, the LIAJ expects that applying methods
such as the deduction and aggregation methods for European Solvency Il
to an IAIG’s subsidiary located in a jurisdiction where its supervisory scheme
is deemed comparable to the ICS, regardless of the jurisdiction where its
headquarters is located, could be an option to be discussed by group-wide

supervisors under the support of the IAIS.
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Could any costs of implementing the ICS be absorbed by or
shared with other implementation projects running
concurrently (eg IFRS 17)? If so, please explain how this

might be achieved.

18

N/A
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Do you anticipate any other impacts from the implementation
of the ICS, not covered above? If so, please explain the

potential impacts.
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N/A
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