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Better supervision
brings challenges

Insurance standards are not just
about data. In the wake of the
2008 global crisis, financial serv-
icesregulatorsworldwidestepped
up efforts to create supervisory
standards. The International
Monetary Fund, the G20 and the
Financial StabilityForumarenow
getting in on the act and working
with theInternationalAssociation
ofInsuranceSupervisors(IAIS).
Post-crisis, the IAISundertooka

thorough overhaul of its insur-
ance coreprinciples (ICPs) includ-
ing setting the standards for
identification and assessment of
global systemically important
insurers.
National and international

accounting oversight bodies
stepped up their efforts to con-
verge standards, although
projects aimed at global align-
ment of accounting rules regard-
ing certain insurance accounting
valuationshavefoundered.
Europe’s Solvency IIprojecthas

hit rocky shoals and may be fur-
ther delayed. But regulators are
already working hard at setting
the required reporting standards.
And worldwide, a similar regula-
tory appetite for more data is
apparent. It is a real problem for
global players active in multiple
jurisdictions.
AndanITchallenge, too.
Underlyingall insurance stand-

ards set and overseen by supervi-
sors – actuarial, accounting,
market conduct, policy oversight,
andcapitalandfinancial solvency
related – is the need for regular
reportingtosupervisors.
And that is where data stand-

ardsought toplayarole.n
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Reporting requirements
have a big impact on data

Recently, both the Inter-
national Association of
Insurance Supervisors
(IAIS) and Eiopa issued

proposals to improve supervisory
reporting requirements and the
National Association of Insurance
Supervisors (NAIC) added addi-
tional data requests.Many of these
new reporting requirements focus
on information on insurance
groups, raising some difficult
issues for insurerswriting inmulti-
ple jurisdictions.

Europemovescloserto
mandatoryreporting
Even though it now appears Sol-
vency II’s implementation may be
delayed again, perhaps to 2015,
Eiopa has issued proposed data
reporting and disclosure require-
ments for European insurers.
Eiopa conducted a consultation on
the draft late last year. Included in
the Eiopa July report are reporting
templatesforannualandquarterly
reporting. A final package of
reports isexpected later thisyear.
Industry respondents to the con-

sultation suggested the proposed
reporting templates would put a
heavy burden on companies.
Respondents said the costs will not
only be the immediate costs of
changing IT systems,butalsoaper-
manent increase in people costs
across all company functions
involved in reporting. Eiopa said it
did try to clarify certain reports to
decrease the burden, but overall
thought the benefits of the report-
ing justifiedthecosts.

Eiopaguidelines
The guidelines in the Eiopa report
give details as to what supervisory
authorities should expect from
undertakingswithregardto:
l The content of the Solvency and

Financial Condition Report
(SFCR);

l The content of the Regular
SupervisoryReport (RSR);

l Reporting in the case of pre-
definedevents (PDE);and

l Undertakings’ own processes
for public disclosure and super-
visoryreporting.

Reports will be required on both a
soloentityandgroupbasis.
Eiopahas indicated itwill proba-

bly use XBRL as the basis for its
reporting requirements, but did
not issue further details regarding
XBRL in the July guidelines. A final
decision is expected with the final
requirements. If XBRL is chosen as
the new technical format for
reporting templates, respondents
stated the industry might require
up to two years to implement and
test thenecessarysystems.

IAISexpandsreporting
requirements
The IAIS adopted a revised Insur-
anceCorePrincipleonSupervisory
ReviewandReporting at its annual
meeting inOctober.
The new standard, Insurance

Core Principle (ICP) 9, will serve as
the basis for peer reviews being

conducted by the IAIS and for
the Financial Sector Analysis
Programme (FSAP) carried out
by the International Monetary
Fund(IMF).
Itgoes intoeffect immediately.
ICP 9 specifies supervisors

should establish documented
requirements for the sub-
mission of regular qualitative and
quantitative information on a
timely basis from all insurers
licensedintheir jurisdiction.
The core principle requires

insurers to use a consistent and
clear set of instructions and defini-
tions for any element in the finan-
cial statements or other required
reports that is not self-evident, to
maximisecomparability.

Groupinformation
One of the major areas of expan-
sion in the new standard relates to
information on insurance groups.
The new recommendations indi-
cate a legal entity supervisor
may request and obtain informa-
tion on any member of an
insurance group, “subject to
applicable legal provisions and co-
ordination with the supervisors of
affected jurisdictions.”

The reporting requirements
may include the submission of
information on group entities in
other jurisdictions. To avoid dupli-
cation of requests, the ICP states
the group-wide supervisor should
establish supervisory reporting
requirements on a group-wide
basis in coordination with the
hostsupervisors.
The information to be submitted

to the group-wide supervisor
should include information on the
structure of the group, business
operation and financial position of
material entities within the group,
relationship among entitieswithin
the group, including participation
in other group entities and intra-
group transactionswithother enti-
tieswithinthegroup.

Issuesforinsurers
Multiple and duplicative reporting
requirements can result in addi-
tional costs for insurers. Industry
representatives have raised con-
cerns reporting information on a
group-wide basis will require inte-
gration of systems and multiple
accountingstandards.
Concerns about the difficulty of

unified reporting have increased
over the summer since the US
seems less likely to adopt interna-
tional accounting standards or to
converge with the International
Accounting Standards Board on a
single standard for insurance con-
tractsaccounting.
But insurers are not the only

ones concerned about the
quality of insurance data. Insur-
anceandotherfinancialregulators
hope to obtain comparable
information about insurance risks
andcompanysolvency,yetwithout
a common language or method-
ology for reporting that goal
remainselusive.n
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