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Name of
Company:
Disclosure of | CEIOPS will make all comments available on its website, except where respondents specifically request
comments: that their comments remain confidential.
Please indicate if your comments should be treated as confidential: No
The numbering of the paragraphs refers to Consultation Paper No. 58 (CEIOPS-CP-58/09).
Reference Comment
General ECIROA is in full agreement with providing a Report to Supervisors but consider that the SFCR is not
Comment appropriate for captives. The reasons for this are detailed in the document but in summary, there are

issues of confidentiality for the parent company and the requirement for public disclosure does not
apply as the captive is insuring the risks of its parent company.

In the process of developing a proportionate reporting package for captives it is very important to
consider how much information would be necessary to get a full picture of the company in question. A
lot less data is needed for a supervisor to understand a captive.

Besides the close identity between shareholders and insureds, captives differ from commercial insurers
in these important respects:-

(1) They write a restricted number of lines of insurance business (property, liability, for example) and
normally issue a small number of policies (e.g. global programmes with one policy per insurance class)

(2) They insure or reinsure a restricted number of risk units (sites, vehicles, for example)
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(3) They have a restricted number of insureds, or clients

(4) They insure or reinsure above deductibles that are high enough to reduce the relative number of
claims they receive every year.

Please note that where a comment has not been made on a particular paragraph, this does
not indicate that we agree with the paragraph.

1.1.

1.2.

1.3.

1.4.

2.1. Captive insurance companies can provide relevant, reliable and comprehensible information to the
supervisory authorities. The extent of the information should reflect the nature, scale and relatively
straightforward nature of their business, subject to the principle of proportionality.

2.2. The majority of captives are insuring only the risks of their parent company and therefore should be

exempted from public disclosure. Full information is available to the parent company and supervisory
authorities. Captives are not in competition with other captives nor with other insurers or reinsurers.
However, if captive information is made publicly available, this will be detrimental to the parent
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company as it will be accessible by the competitors of the parent company.

2.3. Captives hold information which is confidential. Where a captive is insuring only the risks of its parent
company, disclosure of the risks underwritten will provide a clear picture of the parent company’s
insurance programme. Similarly, the captive may create loss reserves for outstanding claims which
can be easily identified. It would be detrimental to their business if this information is publicly
available e.g. it would have an impact upon the settlement negotiations between the parent company
and the claimant. Captives should be exempted from public disclosure of this information.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

2.11.

3.1.

3.2. This paragraph makes it clear that the reporting requirements have to be designed in light of the

principle of proportionality. Undertakings with more complicated risk profiles are likely to have more to
report and disclose that companies with less complex risk profiles. We would like to emphasise that
most captives have a relatively simple risk profile - making them eligible to less burdensome reporting
and disclosure requirements.

ECIROA’s position is to acknowledge the need to report to supervisors in general but to make it
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possible to national supervisors to adjust the reporting requirements.

3.3.

3.4.

3.5. Article 3.53 makes it clear that the principle of proportionality applies to disclosure requirements.
Therefore ECIROA is entitled to claim its full application to captives.

3.6.

3.7. 3.77 allows for non disclosure of information to the public in specific cases. Confidentiality from a
competitive standpoint of view should also be taken into consideration. The use of a captive vehicle in
the structuring of the major insurance program of an undertaking can generate significant competitive
advantages to the captive’s mother company. Appreciating the validity of the supervisory authority’s
control and considering the likely absence of public interest needs, ECIROA’s recommendation is to opt
for confidentiality.

3.8.

3.9.

3.10.

3.11.

3.12.

3.13.

3.14.

3.15.

3.16.

3.17. The majority of captives are small undertakings which do not employ any staff and outsource their
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administration to professional licensed captive managers. Disclosure requirements for captives should
reflect their size and straightforward structure whilst ensuring that unnecessary administrative costs
are avoided.

3.18.

3.19.

3.20.

3.21.

Proportionate requirements for small undertakings must include captives.

3.22.

3.23.

3.24.

3.25.

3.26.

3.27.

3.28.

Captives should be exempted from SFCR (see comments above regarding the need for public
disclosure). Captives should complete the RTS with information appropriate to the size and nature of
the undertaking.

3.29.

3.30.

3.31.

3.32.

3.33.
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3.34.

3.35.

3.36.

3.37.

3.38.

3.39.

3.40.

3.41.

3.42.

3.43. The detail of information to be received by supervisors from captives should be considered as a
separate topic due to the different nature of captives i.e. they mostly underwrite only the risks of their
parent company. Captive information is confidential and proprietary and should not be publicly
available. Captives should submit an RTS and the frequency of this should reflect their size and
relatively straightforward structure.

3.44.

3.45.

3.46.

3.47.

3.48.

3.49.

3.50.
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3.51. Captives should be exempt from the need to complete the SFCR.
3.52.
3.53.
3.54.
3.55.
3.56.
3.57.
3.58. The target audience of the SFCR of a captive would be supervisors, shareholders and policyholders only

(shareholders and policyholders are the same). The others listed are not relevant for a captive which
supports the argument that captives should be exempt from completing the SFCR but should complete
the RTS.

Other insurance and reinsurance undertakings and business partners of a captive are receiving the
necessary information for security clearance directly from the captive upon request. Supervisors in
other jurisdictions than the captive’s home jurisdiction can obtain all necessary information from the
home jurisdiction supervisor, obviating the need for public disclosure.

3.59.

3.60.

3.61.

3.62.

3.63.

3.64.
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3.65.

3.66.

3.67.

3.68.

3.69.

3.70.

3.71.

3.72.

3.73.

3.74.

3.75.

3.76.

3.77.

3.78.

3.79.

3.80.

3.81.

3.82.

3.83.
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3.84.

3.85.

3.86.

3.87.

3.88.

3.89.

3.90.

3.91. If the Executive Summary is aimed specifically at Policyholders, this further supports the argument that
captives should not complete the SFCR.

3.92.

3.93.

3.94.

3.95.

3.96.

3.97.

3.98.

3.99.

3.100.

3.101.
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3.102.

3.103.

3.104.

3.105.

3.106.

3.107.

3.108.

3.109.

3.110.

3.111.

3.112.

3.113.

3.114.

3.115.

3.116.

3.117.

3.118.

3.119.

3.120.
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3.121.

3.122.

3.123.

3.124.

3.125.

3.126.

3.127.

3.128.

3.129.

3.130.

3.131.

3.132.

3.133.

3.134.

3.135.

3.136.

3.137.

3.138.

3.139.
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3.140.

3.141.

3.142.

3.143.

3.144.

3.145.

3.146.

3.147.

3.148.

3.149.

3.150.

3.151.

3.152.

3.153.

3.154.

3.155.

3.156.

3.157.

3.158.
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3.159.

3.160.

3.161.

3.162.

3.163.

3.164.

3.165.

3.166.

3.167.

3.168.

3.169.

3.170.

3.171.

3.172.

3.173.

3.174.

3.175.

3.176.

3.177.
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3.178.

3.179.

3.180.

3.181.

3.182.

3.183.

3.184.

3.185.

3.186.

3.187.

3.188.

3.189.

3.190.

3.191.

3.192.

3.193.

3.194.

3.195.

3.196.
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3.197.

3.198.

3.199.

3.200.

3.201.

3.202.

3.2083.

3.204.

3.205.

3.206.

3.207.

3.208.

3.2009.

3.210.

3.211.

3.212.

3.213.

3.214.

3.215.
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3.216.

3.217.

3.218.

3.219.

3.220.

3.221.

3.222.

3.223.

3.224.

3.225.

3.226.

3.227.

3.228.

3.229.

3.230.

3.231.

3.232.

3.233.

3.234.
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3.235.

3.236.

3.237.

3.238.

3.239.

3.240.

3.241.

3.242.

3.243.

3.244.

3.245.

3.246.

3.247.

3.248.

3.249.

3.250.

3.251.

3.252.

3.253.
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3.254.

3.255.

3.256.

3.257.

3.258.

3.259.

3.260.

3.261.

3.262.

3.263.

3.264.

3.265.

3.266.

3.267.

3.268.

3.269.

3.270.

3.271.

3.272.
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3.273.

3.274.

3.275.

3.276.

3.277.

3.278.

3.279.

3.280.

3.281. Captives can complete the RTS. The applicability of the various reporting categories should be

proportionality to apply.

considered for captives and only those which are relevant should be required. Principle of

3.282. As a general comment, (not only for captives) if the RTS is to include the elements of the SFCR it

should be made certain that the wording of the requested information is the same.

3.283.

3.284. Captives can develop a written policy. Principle of proportionality to apply.

3.285.

3.286.

3.287.

3.288.

3.289.
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3.290.

3.291.

3.292.

3.293.

3.294.

3.295.

3.296. ECIROA supports Option 3 as this is consistent with the principle of proportionality i.e. reporting can
follow a standardised format but the content can be adapted to reflect the size and risk profile of
captives.

3.297.

3.298.

3.299.

3.300. As stated in 2.3 above, captive information is confidential and proprietary. If the RTS is to be used for
reporting confidential information to supervisors then captives should only complete the RTS and not
the SFCR.

3.301.

3.302. Captives can provide an executive summary.

Captives can report on the business and external environment. Principle of proportionality to apply.

3.303. Captives can provide information on objectives and strategies. Principle of proportionality to apply.

3.304.

3.305. Captives can provide information on underwriting performance. Principle of proportionality to apply.
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3.306.

Captives can provide information on investment activities. Principle of proportionality to apply.

3.307.

Captives can provide information on operating/other expenses. Principle of proportionality to apply.

3.308.

3.309.

3.310.

3.311.

3.312.

3.313.

3.314.

3.315.

3.316.

3.317.

3.318.

3.319.

Captives can provide information on General governance arrangements. Principle of proportionality to
apply.

3.320.

3.321.

3.322.

Captives can provide information regarding fit and proper processes. Principle of proportionality to
apply.

3.323.

Captives either outsource risk management to professional licensed captive management companies or
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are subject to the risk management policies of their parent companies. Principle of proportionality to
apply.

3.324.

3.325. Captives can provide information on the ORSA. Principle of proportionality to apply.

3.326. Captives can provide information on Internal control. The majority of captives outsource their
administration to professional licensed captive management companies. Captives can provide details
of this outsourcing including details of the service agreement.

3.327.

3.328. Captives are too small to have their own internal audit function. They are normally subject to the
controls of the Internal Audit function of the parent company. Information regarding this function and
findings of audits can be provided. Principle of proportionality to apply.

3.329. Captives are too small to have their own actuarial function. This function is normally outsourced to
professional licensed captive management companies or to independent actuaries. Captives can
provide information regarding the outsourcing of this function.

3.330. The majority of captives outsource all of their administrative activities to professional licensed captive
management companies. These companies are licensed and controlled by the Regulator in their
location. The acceptance by Regulators of the ability of the staff of these management companies and
their systems and procedures is an important factor when considering the quantity of information
required from captives. Principle of proportionality to apply.

3.331.

3.332.

3.333.

3.334.
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3.335.

3.336.

3.337.

3.338.

3.339.

3.340.

3.341.

3.342.

3.343.

3.344. Captives can provide a description for each category of risk. Principle of proportionality to apply.

3.345.

3.346.

3.347.

3.348.

3.349.

3.350.

3.351.

3.352.

3.353.
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3.354.

3.355.

3.356.

3.357.

3.358.

3.359.

3.360.

3.361.

3.362.

3.363.

3.364.

3.365.

3.366. Captives can provide information on their own funds. Principle of proportionality to apply.

3.367.

3.368.

3.369.

3.370.

3.371.
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3.373.

3.374.

3.375.

3.376.

3.377.

3.378.

3.379.

3.380.

3.381.

3.382.

3.383.

3.384.

3.385.

3.386.

3.387.

3.388.

3.389.

3.390.
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3.392.

3.393.

3.394.

3.395.

3.396.

3.397.

3.398.

3.399.

3.400.

3.401.

3.402.

3.403.

3.404.

3.405.

3.406.

3.407.

3.408.

3.409.
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3.411.

3.412.

3.413.

3.414.

3.415.

3.416.

3.417.

3.418.

3.419.

3.420.

3.421.

3.422.

3.423.

3.424.

3.425.

3.426.

3.427.

3.428.
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3.429.

Consideration should be given to developing reporting templates appropriate to captives. This will
ensure Supervisors will receive all relevant data whilst keeping the costs of reporting appropriate to the
size and risk profile of these undertakings. These templates can be used on a European level, ensuring
consistency of reporting in different countries.

3.430.

3.431.

3.432.

3.433.

3.434.

3.435.

3.436.

3.437.

3.438.

3.439.

3.440.

3.441.

3.442.

3.443.

3.444.

3.445.
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3.447.

3.448.

3.449.

3.450.

3.451.

3.452.

3.453.

3.454.

3.455.

3.456.

3.457.

3.458.

3.459.

3.460.

3.461.

3.462.

3.463.

3.464.
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3.466.

3.467.

3.468.

3.469.

3.470.

3.471.

3.472.

3.473.

3.474.

3.475.

3.476.

3.477.

3.478.

3.479.

3.480.

3.481.

3.482.

3.483.

Template comments
30/39




ECIROA

Deadline
11.09.2009
4 p.m. CET

Comments Template on CEIOPS-CP 58
Consultation Paper on the Draft L2 Advice on Supervisory reporting and disclosure

3.484.

3.485.

3.486.

3.487.

3.488.

3.489.

3.490.

3.491.

3.492.

3.493.

3.494.

3.495.

3.496.

3.497.

3.498.

3.499.

3.500.

3.501.

3.502.
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3.503.

3.504.

3.505.

3.506.

3.507.

3.508.

3.5009.

3.510.

3.511.

3.512.

3.513. It is very important to distinguish the different duties of the Supervisor and the External Auditor.
Captives employ actuaries where required by the business they write or the supervisor, and these
actuaries are often independent from the management companies, thereby providing an additional
independent opinion on the captive’s business practices.

3.514.

3.515.

3.516.

3.517.

3.518.

3.519.
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3.521.

3.522.

3.523.

3.524.

3.525.

3.526.

3.527.

3.528.

3.529.

3.530.

3.531.

3.532.

3.533.

3.534.

3.535.

3.536.

3.537.

3.538.
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3.539.

3.540.

3.541.

3.542.

3.543.

Annex A

3.544.

3.545.

3.546.

3.547.

3.548.

3.549.

3.550.

3.551. ECIROA agrees that Option 2 is the best option provided the principle of proportionality is applied to
the extent of the data required from captives.

3.552. ECIROA agrees that Option 2 is the best option as it follows the principle of proportionality, which will
allow captives and small undertakings to submit a full RTS in the first year and report material changes
thereafter (thereby reducing the cost impact on captives).

3.553.

3.554.
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3.555.
3.556. ECIROA suggest that Option 3 is appropriate for captives. It would be administratively burdensome
and costly for captives and smaller undertakings to report on more than an annual basis. This
frequency of reporting is appropriate to captives’ size and risk profile.
It is important that the MCR is adequately calibrated for captives in order to not let the majority (as in
the QIS 4) fall outside the SCR corridor. Should this status remain a captive would be penalised and
would be forced to conduct a quarterly calculation of the SCR in order to obtain the MCR.
3.557.
3.558.
3.559. It is important that the frequency and extent of external audits are appropriate to captives so that
there is not a high cost and administrative burden put upon them.
3.560.
3.561.
3.562.
3.563. ECIROA agrees that Option 3 is the best option. The free format supports the principle of
proportionality allowing captives to report only relevant information but in an agreed predefined order.
3.564.
3.565. ECIROA suggests a new scenario appropriate for captives
Scenario 6: Option 2; Option 2; Option 2; Option 3; Option 3
3.566.
3.567.

Template comments

35/39




ECIROA

Deadline
Comments Template on CEIOPS-CP 58 11.09.2009

Consultation Paper on the Draft L2 Advice on Supervisory reporting and disclosure 4 p.m. CET

3.568.

3.569.

3.570.

3.571.

Annex B

3.572.

3.573.

3.574.

3.575.

3.576.
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