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Q4

Q5

Q6

We believe, that it is important that the exercise of the recovery and resolution powers should be
proportionate to the nature, scale and complexity of the situation and/or insurer and, furthermore, be
subject to an assessment whether it is in the interest of the public. Generally speaking we believe
that there should be a differentiation according to three simple parameters: First, Life or Non-Life
business, second, short-term versus long-term business, third business being in Run-off versus
continuing to write new business . The logic behind this is simple:

e The future is by definition uncertain. The longer the time horizon the bigger the potential
uncertainty.
e The longer the time horizon the bigger the uncertainty regarding any explicit or implicit guarantees.
e A Run-off business is by definition less risky than a business continuing to write new business for
two principal reasons:
o The business is finite: With time evolving the uncertainty regarding the inherent risks
decreases
o No new risks (known or unknown) are added
e The longer the time horizon the more difficult it is for an individual to evaluate and make informed
decisions on the viability of a given provider.
e Consequently the risk for an individual making an ill informed decision rises with the longevity of
the business and continuous new business written.

We therefore believe, that at each stage of the recovery and resolution framework this
differentiation should be made and serve as a guiding principle determining the appropriateness of
the powers and tools. Principally we think the following should hold true:

e The higher the uncertainty, i.e. long business and writing new business, the higher the financial
stability (measured for example in solvency Il ratio without transitional) should be.
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Yes, we agree. As pointed out in the paper the lesson from the banking industry as well as the
insurance industry is, that the early a potential crisis is detected and dealt with, the better the
outcome for the policyholders and all other stakeholders. If an early intervention is missed,

Q7 resolution and liquidation will in most cases be unavoidable with the consequences to be borne by
the policyholders and all other stakeholders. In this case a privately funded solution will most likely
not be possible anymore, a state or industry solution will therefore need to bear the costs.

Q8 The conditions mentioned in Q6. Specifically companies with more risky business (long-term)
which are financially very stable should benefit from simplified obligations

Q9 Following the logic laid out in Q 6 businesses in Run-off who have only short term business.
Typically these would be predominantly non-life businesses.

Following the logic laid out above the companies which are not exempted or have simplified
obligations need to lay out, what measures they will implement short-term to justify writing new

Q10 busi d especially long-term business. The plan should the precise steps, which

usiness and especially long-term business. The plan should encompass the precise steps, whic
lead to a sufficient financial stability.

Q11

Q12

Q13

Q14

Q15

Q16

Q17

Q18 Yes, we believe this is appropriate.

As laid out above we are not in favour of a mechanistic approach, but the supervisory judgement

Q19 and discretion should be maintained. We believe strongly however, that early intervention, for

example temporary abolition of long-term new business, should be forcefully addressed if doubts on
the financial stability exists.
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Q20

Q21

Q22

Q23

Q24

Q25

Q26

Q27

Q28

Q29

Q30

Q31

Q32

Q33

Q34

Q35

Q36

Q37
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