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Organised by:

International Association
of Insurance Supervisors

IAIS Insurance Groups and Cross-sectoral Issues Subcommittee
Roundtable on Group-wide Supervision
for ASEAN+3 Insurance Supervisors:

29 November 2010, Singapore

Meeting Venue:
Monetary Authority of Smgapore
10 Shenton Way

Singapore O '
9.00-9.15a.m. ‘Opening remarks
e LuzFoo

Executive Director, Monetary Authonty of Singapore

) C!'E-.IIQ' Swan
Chair, I1AIS Insurance Groups and Cross-sectoral
Issues Subcommittee

- Overview of selected group-wide supervision

frameworks
9.15-9.30 a.m. e Austraha Kelth Chapman APRA Australla
9.30 - 9.45 a.m. . US - David Vaccs, NAIC
| 9.45— 10.00 a.m. » EU - Nick Cook, FSA, United Kingdom
10.00— 11.15 a.m. Discussion

Participants are invited fo share their observations on the
impact of the global financial crisis on their local insurance
markets from the perspective of group-wide supervision.
Jurisdictions currently developing a group-wide

supervision framework can share the challenges faced and
discuss how other insurarice supervisors or the IAIS may
assist.

- 11.15—11.30 a.m. Coffee break
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Session ll: Identifying the scope of group-wide supervision

11.30 a.m. — 12.00 p.m.

12.00 — 1.00 p.m.

1.00 — 2.00 p.m.

Draft IAIS Standard on Scope of Group, Supervisory
Power and Legal Authority
- Shinya Kobayashi, FSA Japan

Discussion

Participants are invited to comment on how they might put
into practice the IAIS definition of scope of group-wide
supervision.

Lunch break

Sess:on lll: Enhancing cooperafion through superwsory colleges

2 OO 2 15 p.m.
2,15-2.30 p.m.
2.30-3.30 p.m.
3.30-345p.m.

Group-wide supervisor perspective
- Urs Halbeisen, FINMA Switzerland

Host supervisor perspective
-~ Beng Du Maniar, MAS Singapors

Discussion

Participants will share their actual experience from their
participation in supervisory colleges meetings and provide
recommendations on ways fo improve the effectiveness of
colleges as a supervisory toal.

Coffee break

.Sess:on v Managmg a cros__ =hor

3.45—4.00 p.m.
4.00-4.15 p.m.

4.15-56.15p.m.

5.15 - 6.00 p.m.

Cross-border cooperatlon on crisis management
- Stefan Andresen, BaFin Germany

Exchange of information — lAIS MMoU
- Stefan Andresen, Bafin, Germany

Discussion

Participants will analyse the regional experience from the
recent global financial crisis and discuss possible ways to
improve preparedness fo face future cross-border crisis
involving insurance groups.

Final discussion and conciuding remarks
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» Only 1 jurisdiction reported problems with its local
subsidiaries/branches during the recent financial
crisis. ‘

» - Only 1 jurisdiction has requirements on insurance
groups. ' - '

. '.Only 1 jurisdiction addresses non-regulated
entities as part of its supervisory framework.

"+ 3jurisdictions are members of supervisory :
. colleges and have participated in their meetings.
+ 2 jurisdictions reported difficulties in obtaining
information from foreign supervisors.
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Thank you for your attention.
Any questions/ comments?

cswan@bma.bm
www.iaisweb.org
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Supervision of Conglomerate Groups

The Level 3 framework -

Keith Chapman

Overview of presentation

Introduction B

+ Identification of Level 3 groups

« Group risk management and governance
« Group capital adequacy

« Supervisory approach and next steps

« Questions

373




Reasons to focus on conglomerates

+ 10 - 12 conglomerates control about 75% of prudentially regulated assets
in Australia

+ Can fail for ohscure reasons, e.g. AIG
« Can fail due to contagion risk, e.g. Fortis, Dexia and ING
*  Management concentration

+ Conglomerates are structurally complicated

How to address these risks?

« Ensure APRA has a Group-wide as well as regulated entity view
= Qualitative risk management requirements

« Flexible capital rules

» Supervisory discretion

« Substance over form approach




Objectives of conglomerate supervision

L egisiative mandate to allow any corporate structure, any industry
combination

- Using a fairly simple framework - based on existing industry frameworks

« Prevent failure of conglomerate groups
- Level 1 and Level 2 - focus on depositor/policyholder/member protection

- Level 3 - failure prevention and systemic stability

« Capture risks not covered by Level 1 or Level 2

. Holistic view of group activities, intra-group felationships and large
exposures

Simplifying assumptions to reach an outcome

« No credit for cross-industry diversification benefits
« Management concentration risk

« 0.25 % charge at group level in respect of RSE licensees and unregulated
funds management entities

« Determining conglomerate groups

» Surplus and transferable capital

PN
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APRA’s supervision hierarchy

Level 1
» Individual operating companies authorised by APRA

« ADIs, general insurers, life companies and RSE licensees

Level 2
*+ Specialist groups operating primarily in one industry
+ AD| and general insurance groups or groups with authorised NOHCs

+ Not in place for life insurance groups

Limitations of Level 2

« Not adequate for subsidiaries outside the core industry - particularly
unregulated subsidiaries

« Open to structural manipulation

» May not account for double gearing or excessive leverage in
deconsolidated entities




Idéntifying Level 3 groups

Identifying Level 3 groups

APRA determines the groups subject to Levet 3 supervision

Level 3 will generally apply to groups:
« containing entities in two or more APRA-regulated industries; and/or
+ containing material unregulated entities; and/or

+ that otherwise merit Level 3 supervision

10




Simplified Level 3 group structure

Unregulated

financial entity |

APRA-
rogulated
ontlty

"Level 2 group

Level 3 group

Unrogulated
entity

Life company

RSE licensee |-

Haterial
Unregulated
entity

H

Distinctions within the Level 3 group

Level 3 Head
« Determined by APRA

+ An APRA-regulated entity (inctuding authorised NOHCs)

« [f an authorised NOHC, limited activities and the capacity to raise

capitat

Level 3 group

* level 3 Head and all material subsidiaries (APRA-regulated and

unregulated)

» APRA determines criteria for materiality

Unregulated entities

+ Level 3 entities not regulated by APRA — but could be financial

entities

12




Group governance & risk
management

13

Level 3 governance & risk management

» Most governance & risk management standards replicate ex1stmg Level 1
and Level 2 standards ~— risk management the exception

» Apply to the Leve[ 3 Head and, in some cases, the Head will be required
to ensure broader compliance by group entities

» APRA-regulated entities must continue to comply with existing Level 1
and Level 2 Prudential Standards

14




Level 3 risk concentration and intra-group exposures

« Apply to Level 3 Head
+ Level 3 Head to ensure that Level 3 group conform to key elements

» Existing Levets 1 and 2 requirements continue to apply to APRA-regulated
group entities

+ Qualitative in nature to supplement quantitative requirements at Levels
1and 2

« No quantitative limits proposed at Level 3

Group Capital Adequacy




Key concepts

« Explicit requirement for a board approved group capital management
plan

+ Equity-equivalent (Tier 1) approach to capital
« ‘Building block’ approach to calculation for required capital at Level 3

. Two candidate methods for calculating eligible capital at Level 3 - ‘top
down’ and ‘building block’.

- Feedback sought on both methods during consultation.
» Surplus and transferable capital

« Pillar Il add-ons for capital at Level 3
17

Group capital management plan

Level 3 Board responsibility
» Maintain group capital management plan
« Ultimately responsible for appropriate quantity and quality of capital

« Extension of requirement at Levels 1 or 2

18




Group capital management plan

Must include:
+ Systems to manage risks arising from group's activities
+ Processes to determine and maintain group target surplus

+ Steps to ensure APRA-regulated entities meet existing capital adequacy
requirements

+ Understanding of the nature of transferable capital and transferabitity
assessment

» Arrangements for unregulated entities to have sufficient capital or ready
access to sufficient capital

19

Level 3 capital adequacy components

Required capital at Level 3 - Minimum capitat held within the group

« Eligible capital at Level 3 - Actual regulatory capital held within the
group

« Surplus capital - Excess of eligible capital over required capital

» Target surplus - internal targeted amount of eligible capital in excess
of required capital {(determined by the Level 3 Head) — NOT an APRA
requirement

20

10

S



Measurement of required capital

‘Building block’ approach
+ ‘Block’ - Level 2 group, sub-group of entities or single entity

+ Level 2 capital reguirement used as basis for Level 3 requirement,
otherwise Level 1

» Required capita[. for every ‘block’ in the group determined and added to
give group required capital

21 .

Measurement of required capital

Required capital of a Level 3 group is the sum of:"
. Equity-equivalent__éapital requirements of all blocks within t'hle group
» Any additional requirements set by APRA 'é_it Le\(él 3

« Level 3 required capital adjustments




Required capital - funds management entities

Required capital greatest of:

0.25% of funds under management an account balances not invested in life
insurance policies or bank deposits of a related party; or

- any regulatory capital requirement; or

- capital requirement calculated by entity’s/group’s internal capital
allocation.

+ Includes RSE licensees and material unregulated entities engaged in
funds management

+ Capital does not need to be held in the entity but must be available to
the entity if required

23

Required capital - unregulated entities

Required capital greatest of:

- Level 3 group’s intemal capital allocation; or

- Amount determined by APRA

« Entities operating in banking, insurance or superannuation industries
overseas: the home regulator's capital requirement is a proxy

+ Capital does not need to be held in the entity but must be available to
the entity if required

+ Supervisory increase if the capital is insufficient—_BQs/Private equity

24
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Measurement of eligible capital at Level 3

Method 1 (Top down approach)
« Level 3 group’s consolidated accounts

« Net of all adjustments

Method 2 (‘Building block’ approach)
« Sum of eligible capital for each block of the Level 3 group

» Net of all adjustments

25

Next steps

» Public consultation on discussion paper
- Released in March
- 3 months consultation

+ Impact study for candidate Level 3 groups - underway (did a preliminary
‘any issues’ release

» Draft prudential standards and guidance

- Draft reporting standards and forms and instructions

»  Further public consultation

« Finalise framework

. Implementation coordinated with Basel and LAGIC project - 2013

26




Supervision of Conglomerate Groups

The Level 3 framework

Keith Chapman

27
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US Approach to Group Supervision

David A. Vacca, CPA
Assistant Director
Insurance Analysis & Information Services
NAIC Regulatory Services Division

Presentation Overview

« U.S. Group Supervision Framework

« Current Efforts for Enharicement to Laws and
Monitoring

» Key Group Supervision Considerations

q-"?




U.S. Insurance Group Supervision
Framework

Statistics

+ Out of ~7,800 risk-bearing insurance legal
entities regulated and supervised by the state
insurance departments, 78% of the insurance
legal entities are part of a holding company
system

U.S. Group Supervision Framework

» U.S. statutory holding company laws apply
directly to individual insurers and indirectly to
holding companies

— Provides for a Windows and Walls approach

* The US insurance regulatory framework requires strong
walls between insurers and other legal entities operating
within a group and windows to enhance understanding
of risks within a group
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11.S. Group Supervision Framework

WALLS |

» Quarterly risk-focused financial analysis

. Conservative statutory accounting and extensive
reporting (public and regulator only)

« Dividend review and approval

 Acquisition review |

. Approval of material afﬁhated transactlons between _

insurer and affiliates _
» Legal entity approach — rmg fencmg |
-+ Risk- focused exammatlons based on risk ratmg

. Corporate crovemance o

U.S. Group Superizi'sion Framework

Windows |

. Access to information, such as unregulated
entities and non-operating holding companies

« Strong reporting and discloser requirements
related to groups and affiliated activities

» Cooperation between regulatory jurisdictions
and other functional and international
regulators




Current Efforts for Enhancement fo
Laws and Monitoring

* Strengthening holding company laws and regulations
— Enterprise risk disclosure on group activities
— Corporate governance
— Enhanced access to affiliate books and records
* Developing additional best practices for group supervision
— Group capital analysis
— New documentation requirements for supervisors on
holding company analysis
» Increase supervisory colleges activities
+ Providing more input into IATS activities

« Establishment of Federal Insurance Office and new
regulations to wind down systemically important institutions
3




Key Group Supervision Considerations

. Enhanced supervisory cooperation and
coordination

» Enhanced reporting and transparency

. Enhanced supervisory monitoring
activities

é\.f-1







Group-wide Supervision

Nick Cook
UK FSA

Overview

~+» EU Framework

« Current reforms
» Key aspects of group-wide supervision

26/11/2010
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EU Framework for Group-wide
Supervision

» Insurance Groups Directive
» Financial Conglomerates Directive

Reform of EU Framework for
Group-wide Supervision

» Solvency !
* Review of FCD




)

Key aspects of group-wide
supervision

« Scope

» Supervisory co-operation & co-ordination
+ Group-wide prudential requirements
ORSA & Supervisory Review

‘Scope

» Direct & indirect risks from all group entities
including: ] |
— Regulated (insurance & cross sector)
— Non-regulated:
» Non-operating holding companies
« Non-regulated operating entities
+ 5PVs

« Risks from complexity & inter-connectedness of

group structures
~ Contagion (financial, reputational)
— Resolution

26/11/2010
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Supervisory co-operation & co-
ordination

Flexible & proportionate
Group-wide supervisor
Supervisory colleges
Exchange of information
Supervisory recognition

Group-wide prudential
requirements

Solvency

— Group-level focus
- Legal entity focus
— [nternal models

Risk management
Governance
ORSA & supervisory review

26/11/2010



Identifying the Scope of
Group-wide Supervision

1AIS Draft Standard on Scope of Group,
Supervisory Power and Legal Authority
and
Group-wide Supervision in Japan

28 November 2010
Asian Regulators Roundtable on Group-wide Supervision

) Shmya Kobayashi.
Financial Services Agency, Japan

| Contents

[. IAIS draft Standard on Scope of Group, Super\nsory |

Power and Legal Authorlty
1. Structure of Group- related ICPs

.ICP 23 .

. How to Define the Scope of Groups

. Standard 23.1 .

. Standard 23.2

. Standard 23.5

. Standard 23.6

. How to Apply

. Next Stens

W0~ ;M W

Il. Group-wide Supervision in Japan
1. Scope of Group-wide Supervision
2. Supervisary Tools
3. Legal Aspects
4, Supervisory Policy
&. Ermpirical Implications
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l. IAIS draft Standard on

Scope of Group, Supervisory Power
and Legal Authority

‘ 1. Structure of Group-related ICPs

Proposed New ICP 3 and 23 Structurs

Graup-vide Ragtiatory

‘Supervisary - e
Conperaticn-and IT.x;;hang;gf_ Fup-ce Regu
Toordination - Amigrmaton. - Ragiréments
- iipErisar : - AFinaneia”" - A
. Use:of SUperviscry -~ Modal MaU -Genglomerates/Cross- . Broup-wide
" Golleges’ IALS MMl suctaral Supervision Supervision:Framsawatk
Crlterdacfor Supavisary - Treatrent af hion~ ey
- Ré;:ngrl.iﬁdn . : . -regulated Enlities - R
{Noie) New ICP siructure; Aftas.Afextranel. iaisweb,arr/ _temp/Revision of the JCPs - Froness /or Review and Consuitaljon.odf
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'2.1CP 23

ICP 23: The supervisor supervises insurers on
a solo and group-wide basis.

" “High-level
s and
Flexible

Specific
and.
Crisp (seemingly)

Principle-based approach is taken in the current draft.

&




4. Standard 23.1

231 Where an insurer is part of a group, the supervisor,
in cooperation with other involved supervisors as
necessary, must identify the scope of the group to be
subject to group-wide supetrvision.

[Key points] = .. N

. Constrained discretion by superviébrs {Guidance 23.1.1
and Standard 23.3) _ '

» Scope for group-wide supervision

« Cooperation with involved supervisors

oLt 1. BUPSNASOr SO 04 accaunfable g appropnarenass ar ng idankfed scope g Croup 16 0g 5ul j4CT (o Qraup-wide
auparvizion,
{Nale™) 523.3 The lack of lagal putharity andfar supervisory pawer of a supenisor mus! ol ba a reason for narrewing the ldantified scope of!
o group.

5. Standard 23.2

23.2 The identified group, regarded as an insurance group for the purpose of group-
wide supervisicn by insurance supervisors, must _cover all refevant entifies. In
deciding which entities are refevant consideration should be given to, at least:

a gpersting and non-operating holding companies {including intermediate holding companias);
insurers (including sister or subsidiary insurers);

other reguiated entities such as banks and/or securtties companies;

pon-ragulated entities (including parent comparies, their suhsidiary companies and
companies substantially confrofied or managed by entitfes within the group); andfor

o spacial purpose entfties.
taking info account, at a minimurm, the following elements refated 1o the insurance

n oo

activities:

o {direct or indirect) participation, influence and/or other coniractual obligatians;
o inierconnectedness;

o risk exposire;

o rsk concentration;

o risk transfer; and/or

o inira-group transactions and exposures.

Sor
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5. Standard 23.2 (cont.)

eypomis]

-+ Entity-basis Al

23.2.2 ... Insurance groups to be subject to group-wide supervision by
insurance supervisors are the groups (i) in which there are two or
more entities of which at least one has a significant influence on an
insurer and (i) in which entities and activities of those entifies meet
the criteria in Standard 23.2.

5. Standard 23.2 (cont.)

Nlustration of grous structures intended to be captuted under the definition of an Insurance group

i
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Nor-operaling ¢
Hofdirig Company|

@uper\risors must set

(NQHC) 1 e perimeter of group-
wlde supervision in

cooperation with other

suparvisors

he minimum types of
Televant entitles” that
shouid be Included

NV ¥ Participation, influence
.\n___inlmum-eiements “Interconnectedness
with respectto . N T

insurance activities o Risk exposure
consider when - Risk concentration -
setting the scope +Risk transfer
+ Intra-group transactions -

11

6. Standard 23.5

23.5 The supervisor must require that the structures of
the insurance group be_sufficiently transparent so

that supervision of the Insurance group will not be
hindered.

[Key ‘pdinté]' B

et
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7. Standard 23.6

23.6 The supervisor must have legal authority,
supervisory power and legal protection in order to

exercise supervision on a group-wide basis.

13

8. How to apply
Application Guidance: G23.0.1 to G23.0.6

G23.0.4 All supervisory requirements applied to an insurance le al
entity do not necessarify have fo be applied fo all entities within
the insurance group, including non-regulated entities, and/or the
insurance group as a whofe., Supervisory'approaches/reqt’ﬁrements
to-be applied fo entifies/activities within. the -insurance group may
vary depending on their, for example, types of business, legal status
and/or nature, scale and complexity of risks. At the same tims,
however, the insurance group as a whole should be subject fo

group-wide supervision.

L_,m




9. Next Steps

October 2010; Consultation for members and observers

February 2011: To be approved at Exco

Il. Group-wide Supervision in Japan

16




’ 1. Scope of Group-wide Supervision

il e T T

17
T - . .
2. Supervisory Tools
Quanliative ) Qt:alﬁal.hte
Req?.lililgrl:&lems o a'l"w ‘_ Reporting Ot r. mp y G nstraints an .Fﬂ&lF'ru.;':er
- : Significant Qwnar . Tap* o A,,., A x * l . O

X

Y
il Holoing Gompany TBD* O

Insurer o O . O

Flnancisl
Company, -
Subsidiany/Affiliztad| L D -
Gnmgsﬂy
Non-fnancial

Company, . . -
I yATiliated| TBD X

CnmEn!
Cutsourcas TBD* X FaN A X X |t x X

0
O
O

>lojo|s
>lolol|
I:IO
OO |O| >

X

ololol|ol

{hote") Capilal requirements on 8 conselidated basis will be effaciive from Y2072 Detalls ara slii under consivleration,
{(Nefe™) 23 means thal they are supervised based on laws and regufations for thelr seclor.
(Nole**) A means that those requirements are appliad fo the extent necassary.
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3. Legal Aspects

«FSA Japan = Integrated regulator/supervisor

« Supervisory authority to not only insurers but also
holding/subsidiary companies

« Supervisory tools: both qualitative and gquantitative

« Limitation on business to be engaged by subsidiaries

4

» Comprehensive and effective supervision

»Less complex group structure

(Note®) Tha JFSAlz currantly underfaking flald tests with the alm of Introducing an aceromic vaite-bosed soiventy regima, For dalalls,
T0m JRSA'S wabsite. hitnidwww. f50,G0.f0/eriews/2090/201000 17-1,him! 19

4. Supervisory Policy

Policy for the Supervision of Insurers in BY 2010 |

« Group-wide supervision = One of the prioritised areas

., Better understanding of the business activities and risk
profile of a group as a whole

. Review of risk management system at the group level

, Review of appropriateness of businesses and financial
soundness of a group as a whole

> Cooperation with foreign supervisors

2t

10



| 5. Empirical Implications

Empirical Imiplications |}

*Do not focus excessively on “solo entities”: Both
solo and group-wide supervision are important

s Quantification of risks is NOT the soie, perfect
approach: Pillar | + Il + ]I]

¢ Communication: Cross-sect’or and cross-border

21

Annex

Insurance Business Act

http:/iwww japanesalawtranslation.qo.jp/law/detaili ?f=
=01 &ky=EA%BFUID%ESA99%EARDZGe=6

Inspectlon Manual for Insurance Com panles

1&re=01&dn=18&co

http: !.fwww fsa.go. |plenlreferlmanuallhoken elh-all pdf

Comprehensive Guidelines for'SL'lp'ervision' of Instrance Companies*
Comprehensive Guidelines for Supervision of Financial Conglomerates*

Inspection Manual for Financial Holding Compames

{Nate®) These ara avalieble only In Japanese.

&6

11




Thank you.

Questions for Discussion

e Do you have Insurance groups in your
jurisdictions?

« How do you define insurance groups?

« Is the definition in line with the IAIS ICP?

« Wouid it be possible to apply the IAIS ICP 237
« How do you conduct group-wide supervision?

« What kind of authority/power do you have and to
which entities within groups can you exercise the
authority/power?

24
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Slngapore

Whatis a supervisory college?

Types of supervisory colleges

Key activities of supervisory colleges
Key tasks of group-wide supervisor
Swiss college experience

Benefits for group-wide supervisor

et

thraugh supervisory colleges - p-wicle suparvisor |

of}
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Singapoce

A forum for cooperation and communication
between the involved supervisors.

Established for the fundamental purpose of
facilitating the effectiveness of supervision of
entities which belong to a group.

Facilitates the supervision of the group as a
whole on a group-wide basis and improving the
solo supervision of the entities within the group.

Enhanzing saqparation thraugh sufiervisory colleges - Group-wide suparviser perapoctive

29 Nov 201¢
Singapars

Global Colleges

Regional Colleges (US, EU}
Multiple tier Colleges

Crisis Colleges

Enhaneing coopsrafion through supservisory collages - Group-wide supervisor parspective
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Permanent group
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Relevance withih the group

o e
Vary impertant Insignificant for the locai market

Enhanelng eonperstion through supervisory calieges - Goup-wids supervisar pespeclive
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J Key activities of supervisory colleges

« Information sharing

« Assessment of risk exposures, financial _
soundness, capital adequacy, group governance
including risk management and internal control

+ Coordinated supervisory activities (for example
joint inspections)

+ Specialization, special focus teams
+ Liaison with insurer management
» Regular assessment of effectiveness

Enhaneing cooperation through supervisary colleges - Group-wide supervisor parspeciive -]
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% Key tasks of group-wide supervisor in
' j respect to supervisory colleges

Establishment of a college

Organisation of information exchange

— Collect data from sach jurisdiction about most
important local issues (usually prior physical college)

Leads the discussion amongst supervisors

Enables local supervisors to meet with group manag.
Responsible for proper minutes

Keeps list of participating-countries & supervisors up-to-
date and keep all college participants informed about

« Organisation of physical colleges (atieast one per year)
» Organisation of colleges via telconf (e.g. quarterly)

-,| + Organisation of ad-hoc meetings if issue arises

I

Enhanclng lon thraugh suparvisary call -+ Group-wide aupervisor perspactive 7

FINMA organizes as group-wide supervisor:

» 2 global colleges
— Zurich
— Swiss Re

+ B regional colleges (EU)
Zurich (EU-ead UK/lreland)
Swiss Re (EU-lead Luxemburg)
Swiss Life (EU-lead France)
Baloise (EU-lead Luxsmburg)
Helvetia

Nationale Suisse

Enhancing cooperation through supervisary colleges - Group-wida superyisor perspective ]
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» Detailed information about local group entities,
not filtered by group management

- Early experience about local issues

« Exchange of thoughts with other supervisors
about group

» Coordinated measures (e.g. joint inspection)

crisis

Enhanclng suoparation through supervisory colleges - Group-wide supervisar perspaclivé

« Established communication channels ln case ofa

y from group-WJde supervasor perspectlve

BENEFIT o
. 2 Very low
Im proved liaison with insure @ Low
management & High
. A S - | m Veryhigh ||
Improved eficiency of supenision g K
Improved effectiveness of supendsion
Improved preparednaess for crisis
managemeant
Improved information exchange |ymwmmmwmsses
Improved group-wide supendsion -,_1‘...,
10 12

Source: IAIS survey, Aprif 2010
Enhancing wnapsralion through supervisary colleges - Group-wide suparvisor perspactive
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.f *",} Cost-benefit analysis of supervisory colleges

géu;;“;g from group-wide supervisor perspective
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“Sleigapsrn

"Supervisors should cellaborate to establish supervisory colleges
for all major cross-border financial institutions, as part of efforis to
strengthen the surveillance of cross-barder firma.” {Washington
D.C. Summit, Nov 2008)

"We remain focused an the medium term actions, and make
racommendations to the London Summit ta ensure strengthened
international coaperation 1o prevent and rescive crises, Including
through supervisary colleges...” (London Summit, Apr 2009)

“Substantial progress has been made in strengthening prudential
aversight, Improving risk management, strengthening
transparency, promoting market integrity, establishing supervisory
~colleges, and reinfarcing international cooperation.” (Pitfsburgh
Summit, Sep 2009)

"The use of international colleges of supervisors should be
expanded so that, by end-2008, 2 college exists for each of the
largest giobal financial insittutions.” (Apr 2008)

-

“The BCBS, 10SCC, and IAIS should work together to enhance the
cansistency of supervisory calleges across sectars and ensure that
crass-secloral issues are effectively reviewed within suparvisory
colleges, where needed and not already in place.” {(Jan 2010}
Erhancing eooperaiion thraugh supecvisory colleges - Graup-wide suparvisar perspective 12




= [mprove solo supenvision

» improve understanding of
supervisory practices

ROLES

= Informaticn sharing |

- - risk management

. S.pecialisat_ii:ln (focus iearh)

© . Asssssment of eﬁécﬁvene_ss

: F_U_NCTIO.NSAJ'

: sUPE'Rw:s‘OR{éb LEGE
. .Facilitate grui;lp-wide supervision : |
» Permanent cooperation forum

+ Faciiitate crisis management |

+ Assessment of risk exposure, caplta]
adequacy, group govemance incl.

o Coordinated supervisory activities )

+ Lizison with insurar management

' conrdlnatqr_lchalnnan initiato

+Relevance to finanial stabiiity
« Nature, scale and complexity of group
» Relevance in local market

= Operational and management
approach

+ Similaritles of supervisory practhes '

=z
i
I
=

. Membershlp based on joint agraement
- Inclusiveness and effectweness .
+ Tiered college

A Matenahty of entltias to ﬂ'te groupl
local market -

. Rlsk of entities - .
 Group-wide supervisar 25 key

Enhancing cooparation through suparvisory calleges - Group-wide supervisor perspeciive lla
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;- Slngapare *

Thank you for your attention.
Any questions/ comments?

% Urs.Halbeisen@finma.ch
www.finma.ch
www.iaisweb.org

—————

Enhancing coaperallon through suparvisory calleges - Group-wide supsrvisor perspactive







Enhancing cooperation through supervisory colleges

Host Supervisors Perspective

|AIS Insurance Groups and Cross-sectoral lssues Subcommitiee
Roundtable on Group-wide Supervision for
ASEAN+3 Insurance Supervisors

Beng Du Maniar .
Monetary Autharity of Slngapore
29 Nov 2010

Host Supervisors Perspective:
- Supervisory Colleges

One of the mechanism for facilitating |
cooperation and exchange of information and
effective coordination and communication |
among involved supervisors on a group basis to
supplement solo level supervision.

* Principles : effective and efficient

<> Different approaches to supervision
<> Need for flexibifity
<> Supplementing solo supervision
<> mutual trust and confidence




Host Supervisors Perspective:
: Supervisory Colleges

Evolving Concept and Work — not new, informal
Existing Relationships with Home regulators:
Contacts and communication on companies,
products, structures, individuals, regulatory actions :
A} Licensing and shareholdings
B) Routine Supervisory- off-site Jon-site
C) Run-off /Liquidation
D) Crisis
Letters, emails, websites, teleconferences, visits,
meetings

Host Supervisors Perspective
Current Realities in Singapore

Type of insurers supervised by the MAS:

Forsign |Locally [TOTAL
Owned [Owned

Branches 55 n.a. 55
Subsidiaries 41 19 60
TOTAL o6 19 115

Qut of the 115 insurers supervised by the MAS, 96
(83.5%) are foreign-owned and 19 (16.5%) are lacally-
owned
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Host Supervisors Perspective

- How do we decide which supervisory coliege to attend?

» Some criteria needed to determine which
supervisory colleges to attend

» Aftendance could be in person, via
teleconference or are there other means?

- Criteria should be based on the host supervisors
perspective or the group supervisors
perspective?

Host Supervisors Perspective
- Usefulness of supervisory colleges

+ Better understanding of the group legal strucfu.l"e '
and group management structure of the
insurance groups

+ Where home regulatory had issues -
understanding structures or entities in the host’'s
market place, there were immediate conversation
by telephone following the meetings '

+ Good platform for supervisors to identify c:om.moln |

concerns, key risks etc

~3
-~

(3]




Host Supervisors Perspective
- Usefulness of supervisory colleges

« There were spin-offs on other key developmental
areas, eg. participate in Solvency li European
regulators conference and inspections

+ Host countries can assist the home regulatorin
their inspection of the operations in the host
countries and for the host country to get
assurance on the outsourced functions at home
or other host locations |

Host Supervisors Perspective
- KEY CHALLENGES -DEFINING ROLES AND SCOPE

Defining the respective responsibilities of the
various supervisors

The |AIS Guidance on Supervisory Colleges states
that one of the key features of the use of Sup
Colleges is that: “The roles and functions of the
supervisory college and the respective roles of the
involved supervisors should be agreed and clearty
defined to avoid unnecessary duplication of
stipervision”




Host Supervisors Perspective
- KEY CHALLENGES —DEFINING ROLES AND SCOPE

Important to avoid any duplication; have to avoid
gaps too

Group supervisor's responsibility to take the lead to
map out the roles and responsibilities

Roles and responsibilities of each jurisdiction will be
affected by their own mandate, legal struciure and
iocal legislations '

Host Supervisors Perspective
- KEY CHALLENGES - DEFINING ROLES AND SCOPE

To consider the basis for determining responsibilifiés:

1

Branches vs subsidiaries?

Capital?

Exposure? Liabilities? Premiums {(gross or net)?' |
Should holding company be a shell company,
which will be the parent entity? |

- Outsourced activities and functions

~
-
—rlaty

- e




Host Supervisors Perspective
- KEY CHALLENGES — OPERATIONAL ISSUES

B ost regulators’ resource management — financial,
i manpower, budget and planning

; Legislative powers — various parentage, MOUs, framework
Market conduct issues - beyond prudential and financials

area ; distribution channels (cross border issues);
reputational and contagion risks

Host Supervisors Perspective:

- SUPERVISORY COLLEGES

« 13 key features:

« 1) Flexibility in Establishment
* 2) Nature, Scale, Complexities
» 3) No legal or binding authority as a decision
making body
» 4) Permanent, integral part of group wide
supervision
+ 5) Mutual trust and confidence
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Host Supervisors Perspective:

- SUPERVISORY COLLEGES

6) Key functions defined : Assessment on group
basis — risk exposure, capital adequacy,
govemnance (risk mgt and internal Controls)

7) Information Sharing Agreements — sharing of
confidential information in secure environment
8} Group-wide supervisor responsible for initiating a
supervisory college and act as key coordinator or
chairman of the supervisory college

9) Roles and Functions — to be agreed and clearly
defined to avoid unnecessary duplication

Host Supervisors Perspective:

- SUPERVISORY COLLEGES

10) To meet on regular basis, appropriate to nature -
scale and complexity of group (Financial stability :
annually) e

11) Opportunity to discuss issues with management-
at Group level o

12) Regular assessment of effectiveness

13) Role in Crisis Management

3
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Host Supervisors Perspective

- Immediate Tasks Necessary fo improve
effectiveness of supervisory colieges

+ To identify and formalize structures and
responsibilities of home and host countries

+ To scheduled regular meetings and dialogues for
supetrvisory college meetings

[Organize Conference or Forum by Regulators
rather than Entities |

15

Host Supervisors Perspective

- Recommendations for On-going and Open
Communication

» Have a directory of regulatory officers for the
various groups so that it would facilitate
conversations and contacts

+ Create a secured website for each group fo post
agreed regulatory actions for the insurance group

« Have modern communication channels
(Facebogok, email links, blogs, etc )

+ To update on regular basis regulatory changes

and deliberations.
16




Host Supervisors Perspective:
- Summary Supervisory Framework

* Permanent and Open Forum

» Improved mutual understanding (supervisory
approach and tools)

» Coordinated Supervisory Activities and Action

* |Improve solo supervision

* No gaps in supervision

®

-~

THANK YOU
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Exchange of information — 1AIS MMoU

Table of contents

+ Introduction

- The journey so far

« JAIS MMoU ~ list of signatories to date
+ MMoU Framework

+ Objective and scope
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*« MMolU Online Tool

* Final remarks
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Y89} The journey so far
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« February 2007: IAIS MMoU adopted in
. Dubai
.« June 2009: IAIS MMoU becomes
operational in Chinese Taipei (3
signatories)

¢ Qctober 2010: 14 signatories so far

» Qctober 2010: Launch of the MMoU
online tool in Dubai (went five on 10t
November 2010)

29 ch élﬁber : Exchange of infarmation ~ IAIS MiiolU 3
- 2016 Slngagora

Exchanga of Infoemation — IAIS Midol 4
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IS § IAIS MMoU Framework

« JAIS MMoU Text including

— Annex A: List of Signatory Authorities to the
IAIS MMoU

— Annex B: |AIS MMoU Confidentiality Regime

— Annex C: Application and Accession to the
1AIS MMoU

— Annex D: |AIS MMoU Request Sheet

» Administration and Accession Procedures of the
1AIS MMoU

+ [AlIS MMoU FAQs

Exchanga of information — JAIS Misl) 1

: Objééti\ké and s_ébp_ef

» Establish a formal basis for cross-border coopera’tion
and information S

 All issues related to the supervision of insurers, other
regulated entities and AML/CFT matters

+ Not intended to create legally binding obligations or
modify/supersede jurisdictional laws

* MMoU does not:
— create any directly/indirectly enforceable rights
— affect any provisions under other multilateral or
bilateral agreements

— affect freedom of signatories to cooperate and
exchange information on an informal basis or
beyond the scope of the MMoU

- 28 Novamber s
- 2016 Singapora’.

Exchange of Information — 1AIS Mhalt 6
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20 Novermber -}
1200 Singapers

f(ii;%%ﬁ
% S,/ Backbones of MMoU framework

Accession to MMoU is voluntary

* Opento insurance industry supervisor who is
an lAIS Member or represented by an IAIS
Member

+ Signatory Authorities must fulfil accession
requirements - fulfilment of requirements will be
validated

+ Only a list of signatories exists (Annex 1) - no
list of non-signatories is maintained

Exehanga of Infermeation~ IA1S MMoU

‘Adherence to a strict confidentiality regime is
fundamental

Information request itself shall be treated as
confidential

Prior explicit consent before passing on
information

Discretion to fulfil information request fies with
Requested Authority

No automatic ‘notification of regulated entity"

Exchange of information— 145 MhioU




« Relevant Competent IAIS Bodies
— Implementation Committee (IC)

— Signatories Working Group (SWG) — Signhatories
to MMoU automatically become members of SWG

« SWG appoints validation teams, acts as
intermediary between its members and lA|S
bodies and assesses reports of validation
teams on individual applications

— High Level Committee (HLC)
* chairs of ExCo, TC and IC
* final endorsement of new signatories
* carrying out its role in the mediation procedure

29 November

2010 Singapore

Exchangaof Infarmalion ~ 1AIS Mol o

« Validation
— Validators

» SWG maintains a panel of validators
* nominated by potential Signatory Authorities
» well-versed in legal processes and
procedures, insurance laws and regulations
— Validation team
« SWG will appoint validation team comprising
of 4 validators from the panel (based on

knowledge/experience, geographical
balance).

26 Novemher Exchange of information~ 1415 MMolJ 10

2010 Slhgapare

9%




2% Novambaer
2614 Slagopora

Decision making

— If SWG has not raised any issues which prevent the
applicant from becoming a signhatory to the MMolJ,
the Chairman of the SWG will recommend to HLC
that the applicant should become a signatory

= applicant will become signatory immediately on
approval by HLC

— If SWG and validation team are unabie to agree to
the applicant becoming a signatory the validation
team will either advise applicant

» what changes are needed for it to become a
signatory

« that it may activate the mediation process
provided that the validation processes have been
completed

Exchangn of Information— IALS MMol) 11

29 Novembar
2019 Singapora

User friendly
Web based

User rights are managed through the [AIS
website:

~ Members
* Applicant
« Signatories
+ Validation team
« Secretariat
— Observers

Exchanga af infermation— 1AIS Mivial 12




29 Movember
2010 Singapore

Only online application is accepted
To access IAIS website and MMol online tool
— Login details are required

+ Request can be made:
https://extranet.iaisweb.org/index.cfm

Who can fill out the application?

— Nominated [AIS main representative only (as per world
directory) or proxy to be nominated in writing to

mmou@bis.org
What should you do before filling in the application?

— Read the MMoU texi and procedures
— Read the FAQ
— Look at the pdf sample application

Exchange of information— 1415 Miiol 13

28 Navambar

2010 Singapore

The MMoU provides a formal basis for cross-
border cooperation and information.

MMoU is a very useful and helpful tool to foster
group-wide supervision. '

Up and running since mid 2009 and has p.rov_en

‘1o be effective.

Only online application can be accepted.

Exchange of information— JAIS Mol 14
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29 Novarmber
201¢ Singopare

Thank you for your attention.
Any questions/ comments?

_&@&% Stefan.Andresen@bafin.de

www.bafin.de
www.iaisweb.org

Exchanga al Infarmellan = 1AIS Mikicl)
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IAIS MMolU Accession Procedure

PP P

o becama i sig

#: ttisaent s expressed
{ecommends member a3 signatery

SWEmambars’ tme o comment
7ime loexpress dissent

1o plseeat is expressed
racomATI NS MEmier &5 sighatary

SY G mambers’ 2nd dme © comment
1 ims ta eeprens disgant

remitates

3

Gissant is axprassisd

Validaticr: Tearn 39 oy

dissent is stif axpressed

Validation Tazny

ES5ANMES
Fubaes o BiuSY disciates disent auprnssed i Sl rapert &
racemmends Recessary steps
- NI member=
- Mot} sigratery. -
appisant may degide &
All imes in business days lrigger rediatton procedisa
21 husiness days =6 waeks
max 39 <avs max 30-60 days max, 30 days 18




