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M £33
Ql |ICSHEMEH - BIEZTOIAMDAHE. BIUEED S X T LEIFE | The personnel costs necessary to calculate and verify the ICS ratio and related
AN systems development costs are incremental costs associated with the changes that
BN S, devel [ I iated with the ch h
would have to be made solely for the adoption of the ICS as a PCR.
Q2 |ICSAPCRELTHASIN, FED VLAY —HFHIZBAIIN Adoption of the ICS as a PCR and its implementation as a domestic solvency
. EEOEARFHINBEM G YLLETAEEL 15 L. BERELtD regulatory requirement will improve consistency and comparability among
ERM %> IFRS & 5t&# L RAMABSIC SN TEET 3 A TH A | different regulatory capital regimes. Itis also beneficial in that the ICS would
z share its basic concept with insurers’ ERM practices and the IFRS.
N . . cqis While the ICS is a consolidated group-wide standard, the group ICS ratio is
== — 3 P )
7% ?b lLCS [%’iﬁ”/\_ AT [%5’ 2 —C\\%’ * %-I;EI%KHO)%%;EE?&\%&E composed of local entity figures. As such, the possibility remains that each country
?‘AC HY. FROCEEECEEN—ROERRFE LTRASNSD | nay implement the ICS to apply it on an entity basis.
AlREEL H B, In such cases, IAIGs need to consider how to maintain and improve individual
BER—ZDEFXRBAHE LTEASNDGEE. IAIGIEFRHEDEFEES | local entity contributions to the group ICS ratio. Such considerations could place
BIEDHE - HELZEZZDHADENHY ., RO ICS IEXRFESL E D | the local entities of IAIGs at a competitive disadvantage against non-1AIGs in the
BE FORFIZHYES, same country/jurisdiction. o _
LEMoT. LALT LA VT T 4—IL RORERDTE=5HI=(%. I1AIGs & | Therefore, in order to ensure a level playing field among IAIGs and non-IAIGs, it
- ko I ANEE B B 72 B TR TR is high_ly desirable_that the (ules to be a_lpplieq to IAIGs and non-1AIGs, on both a
3';;;"_6%(ﬁﬁﬁﬁéj;?%%i/tiﬁgﬁ:&ﬁd?\ BHIGR TRIFMES—2 consolidated and single entity basis, will achieve convergence based on an
ATTISER = = ° economic value-based approach.
Q3 |EHINTLWS GWSDEZIZEYITH D, We believe the role of the GWS during the monitoring period described here is
appropriate.
BE. LRLVTLA VT 74— FEHRET D021, ERERICE | Inaddition, it should be clearly stated that part of the role of the GWS is to ensure
SOMNF-NE - BT, ZREMNICSEPCRELTEAT R & internationally consistent implementation of the ICS as a PCR in terms of both
_ 5 s B - _— SEEE contents and timing in each country/jurisdiction. The GWS should also be required
i%g?*ﬁg;?;iggj‘%gj—?é L&, TL=T04 FEER to ensure transparency regarding the schedule of discussions to implement the ICS.
Lea a . ° -t s A B e e Such roles are important to ensure a level playing field between the IAIGs
if; |A|?‘S <3k |A|E3 '“’EFH}:még"_ﬁﬂ/gwpﬁj&f”?% = Ef]&ﬁé’G headquartered in different countries/jurisdictions.
BEMESN—RDBEBZAICIRBEELLORFLITILELH S, Discussions regarding the rules to be applied to IAIGs and non-IAIGs on both a
consolidated and single entity basis should also be forwarded.




DN
SONPO
)\ |l 9,

RREEF R (AIS) OEREALE (1CS) ~—T a2 2.0 LT 2 ERHBAER

Q4 SHEEINTULS IAISO WG DERILEYITHS, We believe the role of the Working Group within the 1AIS during the monitoring

HE. WG TOEBMNEMMIZHYT X, EETAIcH-Y EEk7+ 0 | period described here is appropriate.
EHBHEVNESIZTARETHD, FOAT. IAIC EDHEDSLE | Working Group discussions should avoid falling into too much technical detail and
; .= gt — 2 s X o taking up issues which are difficult to implement. Communication between the
> L - AR < ﬁn' N ° - . .
BTHY. J4—ETALREAKICTRITONOESSTHS Working Group and the IAIG is essential and should be encouraged, as was the
case during the field testing exercise.

Q5 SEHINATWLWAIAISHDEEBE D+ —5 LDEIIIEYTHS, We believe the role of the forum of supervisors within the 1AIS during the
EBEIL—SLEE=S2) VTHEBOD ICS/A—2 3 2 2.0 DEHEIZ | monitoring period described here is appropriate.

SNTERT B-DICRBINEA,. ICSEPCRELTEATZ-E | addition to discussing the implementation of ICS Version 2.0 in the monitoring
- # 25 A\ = | 4, b s = period, the forum of supervisors could also be mandated to discuss the potential
ISE AP RBRENRVNERAT SRALHLTRLES A unintended consequences of the implementation of the ICS as a PCR.

Q6 |HBHEINTWLWAREBEALY SOEBRIIBEITHS, We believe the role of supervisory colleges during the monitoring period described
BE. REBEHLYy SOFEOMMI S [ELARVEKIZ—EMEZ#1-t 5 | hereisappropriate. _ _

DEAHY . EBEI+—F L3 LLILIAISD WG AHA RS54 L% The prescriptiveness of the assessment conducted by different supervisory colleges
EREELTIZES M should be consistent. Either the forum of supervisors or the Working Group within
- ¢ the IAIS could provide guidance concerning their prescriptiveness.

Q8 |SPVIZDINT. 5L ICSHEFEFENELBHIEES. ZRLEFRKME | With regard to special purpose vehicles, consolidation approach for accounting
HOEMAE LB EAD., DHEERRZIEZEFEFZHANARZ=(E | andICS purposes should be aligned to eliminate excessive burden on insurers.
ELN,

Q9 JRODBIRAZELTDEZADVDEDTIEH AN, £5H& ICSD | While proportional consolidation is a way to capture risks, consolidation approach
EHRFENERLIES. ZREERWARGOEMAELDZEMND, for accounting and ICS purposes should be aligned to eliminate excessive burden
RHERGLERFEREMAVSINETHIALY, On INSUIErs.

Q10 |Q8. Q9 ZHH&, Please refer to our comments on Q8 and 9.

Q13 | ERILIZEHIZEMIC (L@ A, ERR2MITREEEARB S ALY | While simplification is appropriate for short-term contracts, it is inappropriate for
- DMWY TIXALN, long-term contracts as it fails to reflect interest gains and losses.

Fl=. IFRSI7ZRAL TS GAAP[SBLIT. PANRIREALS 7 70 Also, the MAV insurance liabilities should allow the use of insurance liabilities

— 3 &1z = — oL ' ; . -

'Czﬁ;{fﬁﬁﬁ; JT'_;C ;)?iﬁ ; 7;\ Ii‘ Icé:lS 2)7M7;§|/ &?_lizgﬁ&éﬁgl_;i\\ based on the premium allocation approach (PAA). The validity of such an
Z=RlmEs ety :’ N _ R =i~ approach is audited for jurisdictional GAAPs which adopt IFRS 17.

TH PAAICK D LERIRABEDERZRDHHINE,
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QU4 |BENMNSDERIFERABDTMICSNTHFry v a70—ITKME | We support the IAIS proposal. Any deduction from assets should be limited to
NTWBEHEDIZRETRETHY . IAISDIEREZZHT S, those reflected in cashflow at the valuation of insurance liabilities.

Q15 | REBAEERLIVEREENIIMEIZY-> T, EEMOER. /E£A7% | Fromthe viewpoint of ensuring the credibility of figures and minimizing
BEOBEDESEND ., ZENAKETVEODARE (BB IEOEEL workload, the valuation of insurance liabilities and assets under management
E) ERBR=E.IFRSIZEB I AMIEDFERERHEE, should allow the use of figures based on the IFRS, except in cases where the effect
Bk = - 51y < (YT S , of adjustments is significant, such as a change in the discount rate.
%;ggiﬁgiﬁiii;bzf\gli BAA TIZHER CF £, PAATIRFIRR Specifically, with regard to insurance liabilities, calculation of future cashflow
= B ae ° based on the building block approach (BBA), and the use of figures using PAA

should be allowed.

Q22 |EEEDEXAHEZMELT—EHBANAYy FEFERALELMESIZ, ICS i | Taking into account the impact and the necessary workload associated with the use
BEHOEIZ by TNy FEFIES BLAry RoibddmES | of Topand Middle Buckets, insurers may wish to use the General Bucket when
PDEREFTSICEIE. FXLORMEES WBAlIE. BEFvYS calculating the ICS ratio. In such a case, the requirement to verify the applicability

O — (D284 (D 845251 FE [ = - i &) . of Top and Middle Buckets, such as calculations related to the limit on the carry
7 DEBA OREFIRIBIT SERICHN SRR L) forward of cash generated from an excess of asset cashflow, comes with
R — S —— " R a difficulties.
L J 70'\7;; hit\li i h}l"\’r vk @%ﬁ?;ﬁf_ii{ﬁﬂib\&éiﬁ Insurers should be able to use the General Bucket without verification even if the
BTHL. HRELT—RNT7Y FEBEAT O CEBRRLTRES liabilities meet the Top and Middle Bucket criteria.
LY,

Q24 | S KL/ Yy FOBEREGEEZBE-I"ROBEINTWAEE/AGE" L From the Technical Specifications, it is difficult to determine what is meant by
L. BRI ECHEIYELR EEEF*ROEELTVNALDEFIETD “the assets and corresponding liabilities that are managed separately” and meet the
M. ALM D—EBCEERSVDEELEMHNIL—ILTREELTLNS D eligibility criteria defined for the Middle Bucket. For example, it could mean

= =51 £ DI D TE LV 5 assets manz_;lged separately in the special accounts and the reserve accounts. It
222;;22%;;;/\1;5&2 CRA D HETS R0, B could also include assets managed separately for ALM purposes under the internal
a = B ° rules to match the liabilities. The eligibility criteria defined for the Middle Bucket
should be reviewed to clarify this point.

Q25 |LOTZBAAEDIZOVWTIZIEENBEERENIDEIZHDEEZ NS | No. Anadjustment based on own spreads should not be applied beyond LOT. This
ZEMS, BHORTLY RIZEDSWTCHARFEHRTRETHLY, is because the yield of the assets beyond the LOT should require reinvestment.

Q39 |BEAKEYRIIZONWTIIEEARSICBITAFESALEF® 1 5% No. With regard Catastrophe risk, Technical Specifications require calculation of

< b} WOSFHETEART R £ $I2i - TLY the cost of capital based on the assumption that the required capital at the reference
FTHIFTHEVIAMHRTER bEEHET HERRICEOTLNS ased _
. EEXZ MOCE DEHNE BN IXEEEHDATHDT-6, 18 | date needs to be maintained for a year. However, the cost of capital should be
i | — - = s . , s~ ooy | adjusted using as a proxy 50% of risk charge pre-diversification because the
EEEQ%;Z ERLC. MERFSRE 1 SRR T SHE 0+ MOCE should be calculated based on the policies in-force.
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Q40

- REIZWICEZEMOH I DONTIX, £REZHERKFIZ. &4t
BEDS A I7NI—VEAVTRIRPBORBAEOESNEEET
EDEINTTRETH S,

s FRINRZ =222 T, FEED S Data Collection TURELF=T—4
FEICETETAELETRET D, (REICE--FRNI—2%FEH
T518, H. BAONI—2(F, RELXYT—ILHARHELTSE
Y. MOCEMNBXKIZCEHEN S, )

Non-life insurers with significant long-term risks should be able to consider their
long-term liabilities by using run-off patterns based on outgoing cashflow
associated with the related insurance liabilities, as is the case with the life business.
In order for projection patterns to reflect reality, we propose determining them
based on data collected through the Data Collection exercise this year and last. The
projection pattern provided includes a longer tail than what is actually observed in
Japan, resulting in an excessive amount of MOCE.

Q41

ICP149 [CHE SN TV HIERDEFDOTHEEME, ICSIZHITHRIE
VRO BEE)RAVEZFICEOLWTHIELTWS YRV THY .. Premium
Reserve M3 FIEFER5> 4. Claim Reserve DEISIRiE D E=EE TILIHIET
ERNZOHIZ, ICPLA9 IZEEMEIFEZ B, Tz, FRARIH O
Claim Reserve DEISIHIEDEZLEITERDRBRABICEWVTHLHEET S
M. RO MOCE TIEINLIEFEESINTH ST . LLEAEEMEA
LY,

The inherent uncertainties prescribed in ICP14.9 are captured in the ICS through
premium and reserve risks. They cannot be captured by future cashflow of
premium liabilities and the difference between claim liabilities before and after
discount. Therefore, the current design of the non-life P-MOCE is inconsistent
with ICP 14.9. It also lacks comparability with the design on life P-MOCE, which
does not take into account future profits and differences although they exist in life
liabilities as well.

Q42

BRAEIZOVWTEH SN S P-MOCE IZEH L T. Premium Reserve D45
X F|2EER 54>, Claim Reserve DEF|RiIE D ZE%EE% P-MOCE &9 5D T
T2 <. EREBBITOVWTEH SN D P-MOCE ERIHIZ, ICSIZHIT
BREHIVRY - fEEVRIVBLUVERKEFYRY (BREELS)
DHEHR (ELERBREURIEBIVBERKEY R 7 XFEERHAIC
BREABRELTEDEREXNRET D) THEIC, EEKEDENE
RELTEH L=#E% P-MOCE LI RETHSB, ERMIZIF, £&
BN —t214)L= ( (ERPMOEAFFE+0.667<1RERE
(+1o) ) IZBRYTBNN—tUEMI) ) ERIZDZENBUEEZD
nbd,

As the current non-life P-MOCE is based on the future cashflow of premium
liabilities and the difference between claim liabilities before and after discounting,
we believe it should be totally redesigned to be similar to the life P-MOCE. We
propose exploiting figures calculated using the ICS risk charges for Premium and
Reserve Risks and Catastrophe (non-life) Risk, and reflecting the difference in
confidence level, as the life P-MOCE does. As for Premium Risk and Catastrophe
Risk, a proxy 50% of the risk charge should be applied in order to base MOCE on
in-force contracts. More precisely, it should be in line with the life P-MOCE
(using approx. 75 percentile = the presumption of a normal distribution +
0.667*standard deviation (+1c))
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Q47 |RIFEBEEZBIET HESITH LT, RIREE % Market Adjusted [ZTTEE | As long as insurance liabilities are valued on a market adjusted basis, insurance
BT ABRY L. BEHTOEDHS THREEREINLENEZ EFEZ S | obligations will be transferred above the current estimate with a premium
ne. —EOTLITLIABEOND, T1-. REAELZEATS (margin). When an insurer fulfils its obligations (run-off), it needs capital to meet

(S5v47) BAIZBNTE., REBEBEMNSELD YR EHNA—F uncertainties (risks) from its insurance obligations and the associated costs
_ 5 _ TN . - . required to raise capital. Therefore, we believe it is necessary to include MOCE in

:67‘_&’)0)5 Eﬁzlsé'—ﬁ?%{% ENRBETHY. TDEHIZIE. - ED the current estimate.
HER (BXOXRME) MRELLGDL, UE2akY, REKHZHE
ABN—VUEEETAHLFINVETHD,
TH. RIZFEEZREIT HHEICEVT, BEENARIZIE. PCRIET | We are aware of the discussion that even if an insurers’ capital falls below the
B>TWLWAA, MCRIZHYET Z2EEZEAZELTVLAIEZTTHY. & |PCR and the supervisors intervene, insurers’ capital above the MCR could be
SEDEAN—H A RRABOBEIZE T2 TLIFLIZETHNS | utilized as premium to cover the cost of transfer of insurance obligations, which
F=8I= MOCE [ZFRE & NS5 E XK+ HBA. ICS [ going concern R— renders MOCE unnecessary. However, since the ICS is a ‘going-concern’
;Z (AIG B8 CEEBAT3) ’C*O)ﬂﬁﬁ’czﬁéf—&) winding-up ~— standard, we do not think it is appropriate to conclude that MOCE is unnecessary
2 (i ~EBE LT ) ’G{%Bﬁéﬁ{—%ﬁﬂﬁ L: I\;IOCE ERE LS based on the discussion which put winding-up as a premise.
5 LIEFBEYTH S,
WFhIZE & MOCEDEZF « KEIZTODNWTIEFEMICT HZBELSH | Nevertheless, the concept and calibration of MOCE should be decided reasonably.
Y. &R -8R (Premiumreserve) - 38R (Claim Reserve) I TMDZE A | In particular, design alignment should be achieved between life and non-life risks,
FNESEZHEREL. WThORBRABIZODVWTHLBEIZET XY, and calibration should be neither too high nor too low.
MO, BIELQVKELTILELNH D, . - , e
P-MOCE (4 {& - 842 (Premium reserve) - 382 (Claim Reserve) [ET As P-MOCE lacks consistency and comparability between life and non-life risks,
w%iﬁo)ﬁéﬁi)gﬁﬁ? =TH B’ftbiﬁﬁf’ﬁ}%’f&?ﬁ“ﬁ W—%. C- we support C-MOCE which is consistent and comparable between life and non-life
MOCE [¥, £f% - BRETEAALSEANTHS. LRRM - @RS |
HBAIZE>T—EUNHY . D, LLEAAEL MOCE DEH AL E
LT. C-MOCE #%#7 %,

Q48 | RELEAXRLELTOENGVEEZ ONLEBKHANEALRDL L The changes to the Tier 1 Unlimited capital resource criteria which newly include
Tierl ERY Y—RELTRHOND L Eot=f=h, TEFZYT |common shares are appropriate.
Hdo

Q49 | EEEQ48DEBY, Please refer to our comments on Q48.
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Q50 |#ES IAIC DHREMAERIZOHA;. YEORBRETEEFIELT S | We do not think the change is appropriate. Allowing special treatment of dated
CEAHERABEOOVI A UEENMTEINBIEES T, MOFIFS | products issued by mutual insurers (i.e., allowing such instruments to be included
NEBETI0EUEOEEAE BT EARTT AETE >4 | in Tier 1 Limited capital if their redemption at maturity can be deferred subject to
Y. fh) IAIG E DB L. AEASEERETHIEINAHDT- supervisory approval or they have a lock-in feature, and if such instruments have

N SENEBILT Y ClEA L, - an initial maturity of at least ten years) will distort fair competition with other
N < IAIGs.

Q51 | EEEQ50MERY, Please refer to our comments on Q50.

Q55 |HELERMDHIEMBEREEATEH=HIZIE. IAIGBELUYIL—TF | The proposed approach for recognition of structurally subordinated financial
4 REBEL. YZLLBBEIHNLDZEEN IAIG DR TSI | instruments will increase the burden on the IAIG and the GWS. They will be
P SN TR S LR T IEHREE S FH. BIEFLAHFH required to verify whether the amounts from instrument issuance have been
BT 2E0OLEIE - B LUBOT CEESEMABBRIN TN & properly down-streamed into an insurance subsidiary of the 1AIG, and whether the
SRS AEREAS . TELOAD BT S, insurance subsidiary is located in a jurisdiction whose regulatory regime

B = Q7= = gl proactively enforces structural subordination through appropriate
e . . regulatory/supervisory controls over distributions from insurance subsidiaries.
485, TThe IAIG and the supervisor have determined that the proceeds of the | ajso, it should be made clear under what circumstances it would be deemed that
instruments, which have been down-streamed into insurance subsidiaries, are the following requirement is met; “The IAIG and the supervisor have determined
being tracked and reported appropriately (IAIG & UHBDMA T, REX | that the proceeds of the instruments, which have been down-streamed into
LRICHLTED R M) —LINE=RITRYEA. BEYITEBA | insurance subsidiaries, are being tracked and reported appropriately”.
DHESNTVDHEHELTLS) 1 EREFRMIZIZED K S TR
THNIELHE=SN DL EHEICTRE,

Q57 |RBATFEEHZHEIZLESZAT, EEMICEELSERELZEIT 522RE & | The changes which clarify the criterion on subordination to explicitly acknowledge
[ZDU\TH, BADRETCTETAHREL L2 LT, BYULEETEETHB, that instruments with structural subordination will be considered for inclusion

within Tier 2 Paid-Up capital resources are appropriate.

Q58 | EEEQ57TDEBY, Please refer to our comments on Q57

Q59 $EEA$1 IAIGIZDH, EABZHZEHHIEEL. 11110) IAIG &£ D EEER | Allowing particular instruments issued only by mutual insurers to be included in

AT BEEEBREEDABEINANH B0, NZEHE(TR Y | the capital will distort fair competition with other IAIGs and is therefore
li?& LY, inappropriate.
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Q60 |AHFHFIDHAEEDRYFLMZDWLNT, LUTOEBMS., £FIE S | With regard to the changes to Tier 1 and Tier 2 capital elements other than
UADTATI1BEUVTAT28RYY—RIzT AERIIZY 4 | financial instruments, the treatment of assets with encumbrance is not appropriate.
LYo . . . .
BEARGE I Terl Ay Y —An 5 BB E S SRECER | LTS (0 e B 0 o vative, We believe he olloving |
FHTHE, RD& S5 GHRAEFIUAFHINENEFZIONEC assets should not be regarded as encumbered assets. |
EEMNS, TRRHHOHELEE] DOBRNTHZENTESLLDIC
3”{?'5‘ H5o X |- Anasset granted as collateral to the counterparty in finance market transactions,
O TIVNT 2 THEIPEENSIFDOEMTIBZEGIIZHRSEAEBR (T | such as derivatives trading and call loan deals (i.e., the balance amount of coverage
JINT 4 THEDERKICKHUEIND LD EIZR L 1=55%8) for a loss). These assets should not be treated as encumbered assets since they can
CEBIEFHES LIk Y. EURTRETH S0 TS HIFID&H S | be recovered by unwinding the position.
i [CIEFZELGWEER S, . . .
é%@ﬂﬁ %i#’ljﬁllb\ Bf)—?:‘ﬂ‘]@EF LAICE Y EURFTar = ALE |- Other collateralised assets which can be recovered upon a unilateral request of
{ * a - = — | the party pledging the collateral. For example, when the borrower grants collateral
* . N an . - | Inexcess of the transaction amount, such collateral can be recovered upon a
LT EORFEEHTHEREZELANTWVSHE A%—C SEREISIS | unilateral request by the borrower. Therefore, the amount can be expected to be
DVTEANBIDO—FAMLZHLANICEYEYRATEEE SN TWLDEHD | recovered with certainty and should be excluded from encumbered assets.
& TRAHFIDHLEE] CIFZHELBEVNEEZ D,

Also, apart from the issue of fungibility of capital to be discussed later, the

Fi=. §%ERIN D fungibility DRIEZFBRWTE A NIE, BEORE® | collateral required by supervisory regulation with the purpose of securing a certain
hEEE (RBRETIE) IZEEHNE LN DEStEnese484| | amount for policyholder protection (such as claim payments) as a contingency
[CESCEZEABRIZONTIE. YILAL L —ja%|cEEd =)z |Strategy, should be excluded from deductions from Tier 1 capital resources since
c T 2EEE LTOREEET 25, Tierl EA Y Y— 25 D0 f:lf:ncﬂtlgt:giloﬂﬁi ;Eesglf:/zlrsg;e:ésgmsat?;r? resource to cover risk, which should be
ERMRDOBRATREEEZX D, '

Q61 Q0D EL Y, Please refer to our comments on Q60.
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Q62 |6.5.2 (Recognition of capital resources arising from a consolidated subsidiary | We understand that the intent behind part “6.5.2 Recognition of capital resources
of an IAIG attributable to third party investors) M#RE L. [total liabilities | arising from a consolidated subsidiary of an IAIG attributable to third party

of the subsidiary x Y% = CE{EMICEEFRHDOREZRA () Proxy) | investors” is to calculate required capital (proxy) of the consolidated subsidiary
EEH L. YZFAHOFEEREDS bESECRET IS E L using simplified assumptions (total liabilities of the subsidiary * Y%) and to cap

N addition of minority/non-controlling interest (Sheet FT18. BCR & ICS Balance
RIS, FXEHERS (7> TL— RO TFTI8.BCR & ICS.Balance sheet [88]) of the subsidiary capital elements on the capital resources of the IAIG

sheet] »— FDR TILIZH Hé[BB]erJorlty/non controlling interests) % | only up to the third party capital limit, thereby, limiting the use of subsidiary
BRVY-RAEARNETHIET, BETFRIHOBRIHMICELCIBKX | capital held by the third party which does not absorb the losses of the IAIG.
ETLERIRLGVWEXRKEIFIDI LE=ZEIIRET SIMEE
ADOFERZHRI H2ERHTHAHEEREL TS,

LS EEFEHDOFESADERIZDOLNTIE., & (Yw) %#—42(z | With regard to the above-mentioned proxy to calculate the required capital of the
B U THETANTIEAEL . JAIG ALZFLHITRIE=EIZRE consolidated subsidiary, instead of using the factor (Y%), the amount of required

i Al A & capital of the consolidated subsidiary held by third party investors should be used
TOMBAREUEL CLOBAE. TOMBEMNST eeg~a | available,

< ﬁ’ %’i ) . o ] ] Also, the reference to “capital elements of the subsidiary held by third parties as
7285, FHHEAF Tcapital elements of the subsidiary held by third parties as | 3 o4 of total capital elements of the subsidiary” in paragraph 196 should be revised
a % of total capital elements of the subsidiary] & & &&5 &, T=& Z L= | as follows to eliminate the possibility of any misunderstanding:
RFSUANRITLTIL—THNDOE=ZENMRET DT 47 2@ KEAKR | “qualifying capital elements of the subsidiary attributable to third parties_(i.e. non-
Yy —XNELHRE EENS A —FzZBWTIEXE%IESZF4 | controlling interest (only the portion that qualifies as the criteria of ICS qualifying
CEEEL) AEENDLESIC. T-UZF2HOFERISS (GE& | capital) related to the subsidiary) as a % of total qualifying capital elements of the

NTURY— MZBWTEXBYERSEELSES) MEFhLy | Subsidiany™ _ . o
ESICHEDHEA. LRDEBYZNESHERTRENEERLT We understand that, for example, a subordinated debt (Tier 2 qualifying resource)

issued by the subsidiary and held by a third party does not generate minority/non-
Y. REOELELES Tqualifying capital elements of the subsidiary | ¢oqtro1ling interests and is therefore not included in capital elements. On the other
attributable to third parties_(i.e. non-controlling interest (only the portion that hand, retained earnings of the subsidiary generate minority/non-controlling
qualifies the criteria of ICS qualifying capital) related to the subsidiary) as a % | interests and are therefore included in capital elements.

of total gualifying capital elements of the subsidiary] &EIEFTRE, However, the original draft is not clear on these points and should be revised.

Q65 | L\ DADMEICH LT, XL EBESHDOEMEIZHE U TEHA | Technical Specifications stipulate different treatment for joint stock companies and

DFSLNTLNAA, NELEABEREZEGRTAE=OHIZH. BFAFIFAY | mutual companies depending on their characteristics. In order to maintain fair
BRAERYBNESHFEZ EAENLSIZTRETHS, competition, it should be duly noted that one party does not enjoy competitive
advantages over the other.
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Q69

BREZNOEL-EEERDS 5. YRV EBRROMEELTICE
BZ5Z5LDEBERINETHD. BEAMICFETRIRHN NI
ZYY 5, ERRBEHOEZERL. BRAKFVRVICEVWTHICEET
HY. ChZzBRAKFIVRIFr—ODHEICRBT 54%E/\5 628
DRYFZWNEIEETHD,

The associated expenses of reinsurance contracts which affect the net assets of an
insurer when risks manifest should be taken into account. More specifically,
reinstatement premiums apply. The impact of reinstatement premiums is especially
important with regard to catastrophe risk. It is relevant that paragraph 628 of the
Technical Specifications reflects its impact on catastrophe risk charges.
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<HEH1>

D&M R EMABZEZHEMELT, Ay DR (BEDEHIRK
SE-BEOEFREE) N—EDEHICIRESLLSICUNSTVRET
HBERAFZEEZBERALTVWAS—ZANH D, TDOLSLBBAICIF, WE
ETILLEDEFYRI Y., COEBRFEFRIRE LT, 1 EHOERH
BEMEERIZHLTINSIVRZEZEEL, EVTAHALA -T2 L—
LavEITOTWLWS,
QLBEBDEIBAYDIZEZEF U RVIHINRZE R L FZULVAS, 1Z
HEFEELTERDYIAL—2 a3V ET5FEFR#EEZONS T
. BITDICSDEFNI RV I2AY OHEDEHE #RET 2 FDRIG
ERETL TV =&,

<ZEpHl2>
QOZEBERRERORIEFRIEY RV %E, TUNT1«TEE| (¥, X7
v TE) TEAFIVINY D LTWBBINEET S,

FTLa ) RIDBE. RANYCDIRETEELREZITVRAR—DN
—ETILAY)RY KETHNIXMEETEVRY) 208, F4F3y

DNy ORMRIT, AVIVRY (RERS T4 T 1 DERTER
EWADIARY) ITYVRIDNEHBREND,

D=, FIEZYRAVEBRARET H5—H, REZRABETIVIZE
DTEHE - FFELTWVS, (RAYRY L REEFIZEHAD

Oy URR - FERNEEICEELTLSC &i%#k~@L¢61
DAR=—D v —DTIVZHASDERZRHE_ENEZ LN D,
—H, BAFIVIANYDTRERTELRVNALT - RAYZX I DA
ElE. RBETIAR—X,  LLEFA T a v aBE0REFHME %
FELEHTEARGENEZ N D,
@FATIVvIANYIDAH (HRIRY - FR - HFRRELLE) %
L—ILEL, XBIELTWAIGEEIX. TILEVRIBNHUT - RHY
RVIZEBmENTWSEEZA b, BEBERFROHONERE, (O

[TRIAEY, @4#:JOAJ9F$01$£MUZO#%méhT
WE7=o, IREBZBELLGVGEEEINZ D TIYRIVEZRELTREN

H5, )

<The approach currently used>

There are cases where insurers set a target interest rate hedge ratio (interest
sensitivity of asset/interest sensitivity of liability) to mitigate interest rate risks and
continuously rebalance their investment so that the ratio falls within a certain
range. In such cases, we reflect this interest rate hedge strategy by reflecting the
rebalancing of hedge ratio to 1 year continuous interest rate change in Monte-Carlo
simulation of the internal model.

<How the approach could be incorporated into the ICS>

While we would like to reflect the effect of interest rate risk mitigation, it is
difficult to incorporate such practices within the standard method. Therefore, ICS
should allow the effect of interest rate hedging by reflecting the risk mitigation
effect in risk factors if implementing this interest rate hedging strategy.

< The approach currently used >

There are cases where insurers apply dynamic hedging by using derivatives trading
such as futures and swaps to hedge minimum guarantees of variable insurance
products. In the case of optional risks, the main exposure before hedging is delta
risk (risk of drop in stock prices in case of equity investment) and the main
exposure will be converted to gamma risk (risk of suffering losses due to increased
volatility) after hedging. Therefore, such insurers mitigate delta risks while
measuring and calculating gamma risks using internal models. At the same time,
they also measure vega risks.

<How the approach could be incorporated into the ICS >

The ICS could allow offsetting Delta risks when hedged risks and the means are
closely connected. As for gamma and vega risks, which cannot be mitigated by
dynamic hedging, internal models and application of factors taking into account
the period in force of the option liabilities may be considered.

<The criteria required to be met to allow the use>

When the rules on dynamic hedging policies are properly set (related risks, the
method of hedging, allowance of error, etc.) and documented, delta risks are
converted to gamma and vega risks, so risk mitigation measures should be taken
into account. As mentioned above, risks are converted into different risks as a
result of hedging, which should not be overlooked.
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BB, EELE. AT I—I2&BEFA0T—>a UhREER
S# T, REABROREZNICE DT, EERBREREAEIX
BULRERRES CEDEHNLBTYTI IR I 705 —4¢BH LTS
PHFEIEEREDICHAWNS I EFRBELEL,

X2018 F 7 4 —JL TR FDIEHRE /S 561

However, if it is not feasible for the individual stresses to be applied to each
component of the policy, the stress applied to a given policy should be based on
the dominant component of that policy.

Q73 |77V FBEE, IRTHOEEIZTDVNTEELZILY Y RIL—FFTS | Itisdifficult to implement a full look-through on all asset classes including
CIZREETHA-H., —FEDEFELEEZHVTERMT 28484 (HlX investment funds. Therefore_, a simplifigd approach should be applied. For
£, BEBEORRBELRENROSERENBELLDEZORSD example, a look-through of investment in trust funds could be evaluated in line
CHET 245 E) [CESNT. BITBEORSERTFS (4 L < ILE with other asset classes, such as funds invested in bonds and common stocks. Also,

j - B ‘ i _ ; o BE (- iF _ the look-through approach could better reflect reality by categorizing such

ﬁg%gg%ﬁﬂ?){a CET, WY TRN—FLYREITEDITDT | estments under new or relevant preexisting categories.

Q79 |BEHFtITBEYITH S, The simplification is relevant.
MBI L DT AV T—2 3 VIEERABROE S THBAEEL S F_rom_a_workload point of view, s_egmentation based on contract terms should be

S = simplified to the best extent possible.

NEREZLEZ D, lified to the best extent bl

Q80 (HEHOATII—DBRMNETSBERTHRAEICTYT) T T 744 | Withregard to policies which make benefit payments in multiple categories, it is

practically difficult to use different uplift factors according to different
components. Therefore, the approach prescribed in paragraph 561 of the 2018 FT
Technical Specifications (*) should be maintained.

Also, for insurers who have difficulties applying different segmentations to
different benefit categories, we propose applying average uplift factors calculated
for the whole medical insurance segment or for relevant sub-segments based on the
policies in-force at the reference date. Such factors should be applied either to all
policies or relevant sub-segments respectively.

(*) However, if it is not feasible for the individual stresses to be applied to each
component of the policy, the stress applied to a given policy should be based on
the dominant component of that policy.
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Q84 | ZHETEN ., MEHTLEBIORESOR/NMEZRE LS ZHEMEY | Itis not relevant to consider that policyholder action could take place based on
BHMVMERIZE DK ZEIZEZONAL, LEAST, BHRX LR information that the poIi_cyhoIder does not know, such as the current e_s'gimate and
DEREEOHIEIZ. YR FLADESE GREHS LBEERED surrender value of a policy. Therefore, it is not relevant to use the positive and
KD #AVSZERETEYTH D, gegativ_e squender st(;ain (comparison of current estimate and surrender value) to

e 3 et o e = — - - etermine the surrender strain.
&1, fﬁ‘:ﬂa’lﬁ?&ﬁ:‘ﬁ'{cEk%&ﬁ#ﬂ%d)iﬂlfﬁm L '.:T << ﬁ*’%’g% ) Also, arise in the surrender rate is unlikely for protection products. The surrender
L2 OBERARISEREE (REEEROFBERRNOREE) IZ& | srain should take into account the characteristics of the policy (protection or
Y3} S ENBEUITH D, savings products).
If the ICS continues to determine surrender based on positive and negative

RIZ. BlEHmE. BURX FLADEREROHIMTIC, X MLA®D | surrender strains, we recommend making the following two corrections:
FEEZAVSFHEICEVNT, UT2REREZETHEEZD,
(1) Tlevel and trend components] M &t:8I(Z 4 LT homogeneous risk (1) The current method to measure the level and trend component prescribed in the
group(HRG)Z & I8 - EFVWFAARR LA EEBT I E VNS ik Techr)icalll Sfpecificatit?ns, which ass_uline that Et;f;é;re_nder rate will al_wayls char:jge

s — 4 7 4 st ST E | £ — o = — negatively for every homogenous risk group , is too conservative. Instead,
g{&ztgg S RC%A}#IT_L{;C,? Z,]%I,JCX; :Zj- *X%jj;ﬁ}:'hbg’gt:’fﬁgj:jait we recommend aggregating the total decreased amount of net asset values for all
1&1?214,{—“14,0): J; jjt(';[;'éj'&ic(]) HR%G > NA:V );/J A:-ga HRGs in upward and downward shock scenarios with a correlation factor of zero.

v - B DTETEE

FEHL, RFTVAOHEREZEWVITHILITHSE LT, HEOTHE
ITRETHD,
(2) Tmass lapse components] MEHAIIZHE VT HRG &0 % TR E | (2) The method of measuring mass lapse components, which apply zero floor for
TBENSFEEIL. BIHR FLAANED HRG DA IR L M F4 | each HRG, assumes that only those HRGs whose surrender strain is positive will
FTRENSCEERELTLNAN, KEMYY XY DHEHNTHE face a _rise ig surrend?r rate. I-Il(owizvelr, _suchFan assumpltion is not a relalistig
. = £/ =D s JE— R scenario under mass lapse risk calculation. For example, reputational erosion
IFT%’%% 7515']1@(?@5%{%1_13 ~7 Y 7_1_%)_ C (i‘. I{iz g }I’,_._' JI=d should result in increased surrender regardless of the HRG. Therefore, we propose
2 3“‘@”’%*"375"3**'~E CREFA. COL SR {m(iiﬂ%ﬁ’ﬂ’é 13| calculating the mass lapse component based on the total of life, or according to
AN ﬁﬁ%"—’ LT, HRG LA TGS, Life2F@BED L KIERA | gifferent geographical segments other than HRGs.
CHgifI I A > FBETHEIRETH S, Lastly, policyholder action is related to market characteristics and geographical
&I, RHNEBTEICIIHIGEHNE - thiEABERT 5720, &% - | segments. These levels should be set based on the historical data of the respective
B DBEDERBEREZ TKEEZRTITRETHD, HH. BAD | markets. In the case of Japan, the current surrender rate is too high compared with
EEICBLEE. BRTOBNEDKESTBRTHS, past results.

Q85 |LTFRZRAWAIBE. €FALTFRIZIET BIZONTER DK ST 4 | Asthe interest rate converges with the LTFR, its volatility decreases. Inflation rate
UTF 4B RTAIDEEZON, FNIZE-STAVILEORS T voIat_iI_ity can also _be co_nsidered as decreasing as weII._Therefore, an _approach that
AT APRBERTAEEZNIT. BBEALTIL— 30X FLAME | Specifies expense inflation stresses grade down to 1% is consistent with the
T AREILLTFROREICANSG 7 TO—FEBAMTHIEER approach used to determine the LTFR.

%) o
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like, motor-like) TIXV RV EZEMEELLTLSH., HxHTTY
RNIZIXZHRTRRTER. HRERNSEENTVS=HIZ. ThoDF
BREEODIRIMNEICRARICEC EFEZONT. —EDXEHHESE
EEITARE,
HERMOBEAEZELTIE, 208FE T4 —ILRKTR FDIRKET—4
FHEICEMMNGHEREZBREARET S0, R—HhTITVRNTHR—
BORBEBRTET D LEERFNEZL,

BHE. BBEDOHE. W73 —RIZEENDZET AL MHAEIZE S
TELLE0. PEMRODEANMBICE>TEDL>TLES,
DOEEIZHLT BB, FfzIC&£ATIVRIZHTHTI) EERK
L. ¥ 7ATTUHHIPEICEOSTR—EHREGEDLSICEAL, BT
ATITIETHEUIREZELTIEESH,

Q86 |REHMEZLBEDAVILERDIURAIEEOERIIEL ST Risks to the unit expense component and expense inflation component manifest
. HEIZEO LI RETH D, due to different causes. Therefore, the correlation factor between the two
components should be set at zero.
Q88 | AFITVATOHHEIZOWT, AATIUA (property-like. liability- Simple aggregation is applied for risks within the same ICS category, property-

like, liability like, and motor-like. However, each category includes diversified
lines of business and covers different risks whose results do not necessarily move
in the same way. Therefore, diversification should be applied within each category.

The correlation factor could be set based on the 2018 FT data submitted and
qualitative judgement. Alternatively, a single factor could be applied worldwide.
In the latter case, the diversification benefits will be inconsistent between
geographical segmentations since each region has different business segmentations
within the categories. In order to deal with this issue, one idea is to set sub-
categories within each category, align the number of sub-categories between
different regions, and apply diversification between them.
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BAOBHEORBKE IR ID) RV ZR#KIE. VRIERIZEL L,
BARNRYEEZ, RV RVEBEBIZCEVTERL TWLWAEFREICER
EOICREINTLS,

IAISIZBWVNT, T—2RETEDONE=T—42FB LICEHESNS
AVBBOEREIYEFVVKETYRIBRHEEREL TS0 L
AT HN, URIREFZFETIRMLIZURVBERERETARET
Hbd,

T—AaALY a3 TRELTVWIEBEREXRDOEHIL. BAHREE -
HEREDEEFZRELZITTHY., EREETROHFEIEI—ETIX
Y,

R ZRBITEFENSORBEICEIEREITRETHHA., BERK
E - HEYRECIYALHICHFHENELLIZEEEORBIREEN S
HELEBEREZEZILICVRIFRBERET HOIEEYTE AL
e, FFEEOFERFTRLERBIR/EFROEDD o5 E LIRER
EZLEICYRIBRBEREIANETHD, (PERTRLERIEE
ROENERAIMITHS EREL. FHLREREZ 258EF D

&ET95%VaR HHEDZRMEEH T HEE. U RV BRI 5~THIREIC

BHEEZATWND, )

FEBENHEZRTEL. RIRSHIEND LIEEENICEREIC
S TENRKROOLNTWBEICEBWVNTIE, ERIICTFHERETHIER
WE - HEREDHEZT VRV FREH LBz, EFEBRERLTE
BEEODEFAVTIRIBRBRERETRNETH S,

BH., FPEREROT—ANEELZVEINSHD L. TEEETRD
T—Ah hindsight LR YE V& SHITRELAH D EVSHEINHYF
BT LITRLTIE, E=42 ) UV HMBRLEE. BEFEK (2020 F£3F
ETHNIE2020F) OFEEEET—FZ IAIGH S IAISNEHEE

B, BRLTWKHENEZOND (ICSD YR FHIFRFED S

DTIEGWEEFELTLS) ,

Premium risk factor for Japan/Automobile is set at a much higher level than what
we consider appropriate based on the reality and apply in our internal risk
management.

While we assume the IAIS set the risk factor at a higher level than the theoretical
figure based on data collected, we think it should be set based on a theoretical
figure that reflects the reality of the risk.

The actual loss ratio results we provided in the data collection exercise fluctuate
reflecting the revisions of “the standard policy conditions” and “the reference loss
cost rates” provided by “the General Insurance Rating Organization of Japan
(GIROJ)”. Due to such revisions, any assumptions regarding future loss ratios are
inconstant. https://www.giroj.or.jp/english/pdf/Overview RLCR.pdf

While we do agree that the risk factor should be set based on assumptions about
the level of future loss ratios and deviations from such assumptions, when such
assumptions vary year-by-year due to the above mentioned revisions, it is not
relevant to set risk factors based on the standard deviation calculated according to
actual loss ratio results of previous years. Instead, the risk factor should be set
based on the standard deviation calculated based on the difference of the projected
loss ratio and the actual loss ratio results each year. (Supposing that the difference
between the projected loss ratio and the actual loss ratio results follow normal
distribution patterns, multiplying the standard deviation with a confidence factor of
2.58 to calculate a risk factor equivalent to 99.5% VaR, the resultant risk factor
will be around 5 - 7%.)

In countries where a particular body provides standard insurance rates and insurers
are either required by law to comply with them, or standard market practice
dictates use of such rates, then the risk factor should be calculated based on the
difference between projected loss ratio and actual loss ratio results, as mentioned
above, to eliminate the influence of rate revisions.

With regard to projected loss ratios, there could be concerns that not all countries
have such data and that the ratio might not be reliable, and be used in hindsight.
We propose requiring 1AIGs to submit relevant loss ratio data to the IAIS and
accumulate relevant knowledge during the monitoring period, thereby maintaining
reliability of the data. (We presume that ICS risk factors will not be fixed in the
future.)

14
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Q93

Data collection TiRH L TW S BBEREFCIIENIZ L IEFL RIS
nNTHY., BREHIURION)ITL— 3 VvTEESINTWSEEZ
b,

BE. WEERZEICOVWTIE, BRIIBERORS T4V T1DEE
NBLL, EECEICEFHTI D, YRFABRZERICEALL
S5¢ETBHE EEZLICURIVBREDAEHTS. £ LLIRIRAEST
DB EEEROHLRWN EI2D2EAY, WThiIZEWLTH, EHER
WEIZEHICT I LMD, BEMERIEE LT, MEHRAEEIFE
EERD

No. We think that the earned premium data collected in the data collection exercise
includes the effect of surrender values, and that it is reflected in the calibration of
the premium risk.

Since non-life insurance loss ratios fluctuate year-by-year, introduction of
profitability adjustments will result in fluctuation of the risk factor every year.
Profitability adjustments will also interfere with the simplification applied to
insurance liability valuations. In either of these cases, profitability adjustment will
result in undue complexity. Therefore, we do not think profitability adjustment is
necessary.

Q96

QBDELY,

Please refer to our comments on Q98.

Q98

ISFEHEDFEIZEDNTT 2 SMBMICER T 55EIE. ]IT
DFEZEZEHICLIE=-IDTHDEERD, BHLFRICEDICTE
(. —RHICBEET—2~OBEEEINETAIEEMSEEH DL, KRIE
BRIOBRBEEDICERTI-ODRXRFTADEENTED LIEHTL
HEROT. AR MR T4 9 FOBANSCEFLVLWFELEEALN
AR
REOHZOMIZ, IAIGICTEE LU RV FZBIZODLWTHBEIAEE
L. UENZYEHHLEISAICITNZR) RV EREFERATE 244
H%E. ISFOREHZMATIZE SH,

We are of the view that the ISF adds complexities to the current method. While the
method may provide more precise insights into past data and may increase the
accuracy of future assumptions based on past data, any change in circumstances
underlying the business environment could mean that assumptions based on past
experience may not necessarily be useful. Therefore, from the cost/benefit
perspective, we do not think the ISF is an efficient method.

In addition to the ISF, we believe a new framework allowing the use of ICS risk
factors calculated by the IAIG and subject to supervisory review and approval
should be added.

Q99

HBRLKEVRIUSNDEXRKEIRY (ZOHDKEEYRY) (2D
Tk, EEUINEL GV ERHIH L EEZ NSO, 2HIZEST
NDEEMICRHRLTEETAINESHZHMTELLSICTRETH
5o
Fl-. TAYRDZDFIAR—ZADFERIZTYRIEIZEDZHDIE
@Y, Latentliability D& 512, RIEH - HEIVRID—EET DA
ENEZOND, (FEHE Q103 =5 ER)

With regard to other catastrophe scenarios, IAIGs should be able to consider them
based on materiality.

With regard to terrorist attack, it should be included in the premium and reserve
risks as is the case with latent liability risk. (Please refer to our comments on Q103
for details.)
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Q100

REESFTVAICONT, BELTHEFEKECELL, UTO2KIC
BLWTBEIZRTHNEL-TEY., RELABETHD,

(1) KOREEE 2308, ZDERAKR &) ITRSTRBFICEET S
ELTWSHE, BlRIE., 2#HDEAAHS LTI E ICS Rating Category 3 LA
tF GEZBEEBEFBITREE (CDR) 0.35%LUTICHY) THIBE
21X, WTFhLEBANEN 1 HOADEEFEET HH L. ERKER
EEBELIVF VA ETRETH D,

(2 KORFEXDEIEIZMZ T BUPMLKENEERZRELTLNS A,
BIEROBXRIIHFBIZEIRETH S,

The surety scenario is too conservative compared with the target confidence level
and should be revised as follows:

(1) It is not relevant to assume that the two largest net losses will occur
simultaneously irrespective of their credit conditions (credit rating). When the two
largest exposures to surety counterparties are rated ICS RC 3 or better (equivalent
to Average 3-year CDR (0.35% or less)), then insurers should be able to assume
that the counterparty with lower credit rating will fail.

(2) Instead of a loss severity model 95% PML worst gross loss to exposure ratio
for the past 10 years, net losses should be based on expectations.
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Q101

BRAKEV RV EMOE/MEEICE NG WMRRESHEEOEEAR
AU THY. BHORET Hihigiy - BRMBRIRAR— 7+ ) A4
HIZEKYZDYRVIEIKRECEL D, TOHMZE LY BN R ATEE
HEARAKEETIVIE. BEARXD—HELTEDLN, FAEDE—T
H—FZEHEE-TELETEBRETECHEANBTRINDIRNETH D,
BARKEETILOERIZHE--TIE., HHIREDLLEATEENEZEFET
HEmHhL, —EDE—TH—FEHRITHILIFRETHD, BEEL
DEBELZEIETILARDE L IAIGIZE>TETILNMER SN ZZ &
THHEEBLTNEN, EAE, ETILOREENEBELYE (Y
RETINNRET HMEEZEETLILRE) ICETILOEESE - ZY
MICDOWTEHRBAZITL., FEUTORZEBIARICHRESELHZ LIC
&Y HIEEDLLEAMEEENERIN, BEERBFRELTDHILICEL
HEELRBTEELEDEERD,
OB EREENETILORF BN TOMAIZODVWTERIELTWNSZ L
QFTIANFURICETHIL—ILEEFE LTSI L
QEELMIG - RYILDETILERRIZ, ETIOBZFMEZEIT->T
WsdZ &
OEZGHIE - RYIILDETILERRIZ, AT H5ETILLCZOFA
FEIZODNWT, BET4—ILFTRA MNEMETIREL TLS1EHR
(2018FT Tl Q164~166)

BE. LERAREEIZRTLE. IXTOSHAKBOETILERANSD
CEITKVYERESNDID (EATHIETILOR-MEPHENR) L&
RS9, ThENOEHDY RVFEICE LE-REDREREEBCET

W (=T H—FZFRRT S EMNFMHR) % IAIG ORWUH(ZBEH 5T

BHRAFEATEDELSICTRILICEYHERESNS S, (JRIEHHE
2 L) R EBROREREMNE) .

fzfzL. E—7H— FABERIZEESN, IAIGIZE>TBELARE
BY, EANEEMNICELEVWLSEENADETH D,

INT 29 DBIRENTUVSEHIZRIMICIEIBHELZIDEBDONSH.
EEROERIZH->TIE. WThOEHELBMNESHEERICIRES
RETHY. FIWN—TEBENDELLLIEHERETEDLII1CT
RETHD, TOE. FIAIGIZETIABEAEDEREHHEETH
L. IAIGOEEZBHTIEHAZRATIELDLETHD,

E =N ﬁﬁ@mm%r&utr<ﬁu6nfué%?»(mmbAm
DETILEE) %, - IBRFHRETEERALTLT, /74247
tﬁ%?é tﬁwwbhfmé%Tw(E$(%DTﬁ%%%T

Natural catastrophe is a risk unique to insurance that is not found in other financial
institutions. Depending on their geographical and product portfolio mix, risks
differ significantly between insurers. Natural catastrophe models, which can best
reflect the characteristics of the risk of an insurer, must be part of the standard
method and, subject to certain safeguards, be available for use without supervisory
approval.

It is relevant to incorporate certain safeguards to ensure a degree of comparability.
We understand supervisors’ concerns about the quality of the model and its use by
IAIGs. In order to mitigate such concerns, the developer of the model could be
required, for example, to provide an explanation of the rationale and validity of the
model to the supervisory authorities concerned (authorities of the jurisdictions
covered by the model). The developer of the model could also be required to report
the relevant issues described below to the supervisory authorities concerned.

(1) The board approved the use of the model for regulatory purposes.

(2) Appropriate rules on model governance are in place.

(3) The model is subject to self-assessment with regard to material regions and
perils.

(4) Information on the model and its use with regard to material regions and perils
currently provided through the FT questionnaire (Q164-166, in the case of the
2018 questionnaire).

These safeguards are beneficial in ensuring comparability and removing concerns
about not requiring supervisory approval.

Comparability is not necessarily ensured through the use of the same models by all
insurers. Rather, comparability can be achieved through allowing each IAIG to
utilize the models (subject to safeguards) which help the insurer achieve the most
appropriate results in accordance with the risk characteristics of the insurer,
irrespective of the place of its domicile. Such models would best describe the risk
characteristics of the insurer and enable comparability among insurers.

With regard to safeguards, due care should be taken so that they are not too
stringent, impose an excessive burden on IAIGs, and that flexibility is assured.
While the criteria listed in paragraph 329 are in principle necessary, the
information requirements based on each criterion should be fit for purpose. Also,
supervisors should be allowed to clarify the criteria of information they require.
Supervisors should also be allowed to utilize the approval process within IAIGs to
help reduce procedural burden.

Also, further simplification of safeguards should be applied to those models that
are widely used, for example, in reinsurance transactions (external models
developed by RMS, AIR, etc.), and those models that are used industry-wide, for
example. for accountina purposes (the GIROJ model in the case of Japan).
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Q103

BAKEVRIVLUNDEXRKEYRY (ZOMDKEYRY) [2DLY
TlE. EEMIEC BV RHEHDILEEZ NSO, EHITEST
DNDEEHRICHRLTEETINEINZHETELLSICTRETH

%o

BHE., TAURZIZDOVWT, BITORRBREIVRAR—IUv—I25 b
VIGENELEDEWND VT )AL, BBICITSEEICIXEEAETAE
AThHY. —“EDOEENLGFELZRAVDGEICIIEEKEIZIRES
AP F VA DHRELREBED, ST UAR—IXDFEIZTURY
BIZEDDIDEFEYEEZ B, Latent liability D & 512, REEH - &
EVRID—EETEIHENEZEZ DN, BED T4 —ILFETX FDFE
RESEBICVRVBRBERTET A LERELEL,

With regard to other catastrophe scenarios, IAIGs should be able to judge whether
to employ them or not depending on the materiality. These scenarios may not
necessarily be material for certain insurers.

With regard to the terrorist attack scenario (a five-tonne bomb blast and calculated
for the largest geographical risk concentration), while it is too burdensome to make
a precise calculation, it is also difficult to apply simplified risk scenarios that meet
the confidence level. Therefore, we think it is inappropriate to calibrate risk based
on the scenario method. An alternative approach would be to include the risk
within the premium and reserve risk and apply a risk factor derived from past field
testing results.

Q104

BIEHETEMRILY O —5)IL (DNS) ETILEFES CELIZERFE G
LY,

We have no objection with the continued use of the DNS.

Q106

LTFRDEF|) ARSI X FLARIX, 200F(C1EDY R BELED R
VDEEHET H-HDELDOTHY .. RRXEHEHELHITHIZLEFT
BFORREBEOKEDEEZLOLRERZEDH D BELEEFINF
T5) -H6DLDTHDH, MBEOEMIIELLS L, BT LLE
BLTWAREIEWNEEZ S,

Whereas the purpose of the IRR stress on LTFR is to measure risks that manifest
once in 200 years, the purpose of setting a cap on maximum LTFR annual change
is to improve stability (mitigate excessive volatility) of insurance liabilities. Since
they have different objectives, we do not think the cap should necessarily be
aligned.
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Q107

BERESN TV SFETEEBORKI RV EHAELTWVSIZO.,
BIZIEHDEE AIZHLT Long T 120, Short T100D Y R MBHY .
HDBEE BIZHELT Short T100 DY R AHBIHEEIC. BEADY R
4 (Long 120) L@EEB®M!') R4 (Shortl00) % #+ERE{%R%k-0.75 THET
52 LIThEB, LML, £EDYRVELTIE. BEADURY
(Short 100) £EE B M) R4 (Short100) Z+ERE{R%k+0.75 THEL
FEANKERYRY EH4BIEE, (Long-Short EHARICHES) OV
ROVTFALVRIDBHBEHD) R HSENIFHEESNE U RO NS
5 (Ft=. HIZES & LRV avhEboTRYY - a—+
DI LG58, BRBLEBEANEZ . REMITRITEHEEEWNS
ZEBRELSDB, )

-oT. BITOFEFIRELEZTSIRETH S,

FlZIE, BITOURYVEIZMAT, BEEICEFLERURY
(sqrt(UP~2 + max(twistl twist2)"2)) &E&F T X (sqrt(DOWNA"2 +
max(twistl,twist2)"2)) ZEHE L%, OFERICETHEFERIY RS
ZHEE 0TS THELIVRVEL ., OFBEICEITAEFITEYRY
ZHEE IS THEL-VRVEZEHL, HITOURIVELYLOF
IFOBNKREFNIE. TREVRIELET D, EWVS&SLGHELE
Abhd,

The proposed method aggregates the maximum IRR for each currency. As a result,
the risk to insurers with convexity risk is valued as smaller compared with those
without. Also, insurers’ required capital would be sensitive to the reversal of long
and short positions, resulting in instability. For example, when risk in currency A
is 120 for a long position and 100 for a short position, and risk in currency B is
100 for a short position, the risk of currency A (long 120) and B (short 100) will be
aggregated with the correlation factor of -0.75. This would be smaller than the risk
of currency A (short 100) and currency B (short 100) being aggregated with the
correlation factor of +0.75.

Therefore, we believe the current method should be revised.

One alternative method would be to calculate the interest rate upward stress
(sqrt(UP~2 + max(twistl,twist2)"2)) and downward stress (sqrt(DOWN”2 +
max(twistl,twist2)"2)) for each currency, and apply the largest of the (1)~ (3)
below.

(1) the risk amount aggregated by the upward risks of each currency with the
correlation factor of 0.75

(2) the risk amount aggregated by the downward risks of each currency with the
correlation factor of 0.75

(3) the risk amount calculated by current method
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Q109

(BB Q71) £RVRYVEZMZAILEEZBMELT, A"y THE (B
EO2FRICE-BEOEFRIGE) N—EDEHBEICTIRFESLSITUN
SURETHERFZZEALTVWSAS—ANH D, TDOLS5LEE
[ZIE. RNEETILOEFIRZIZD20VTH, COBBRFEZRIREEL
T. | ERDEHRMLBEMEIISHLTYUNS VR EEEBELIZEVTH
LO-T3aLb—arvETo2TLAS,

LREAYDICEDZER) RVIFEHRERBLIZOA, ZEETILE
LTLEREDLZaL—2a Ed A5 3REgEEZA NSO, BT
DICSOEFY R TITAY OMBRDH B ZRET HFDOXIGERET L
TWV=F&E=,

- £z, ICSOIEEFETIE, REELA T 3 > OBRMMEDETMEIZA
WBAVTSA K -RSTAVTADEEN XY EBIEL TLVLY,
LML, EWRIRERICETH5EZ) AV FEEEIEVRUNFE
THELEFEEBEL. AVTFAR ARSI TAUTADEHEEELT:
FEERFTHIIELERDD, (L. BELGAHELLGLAVEK
5. AIBELRYBESEFEDRITZRD D, )

- ICS DIZEFETEH, YRV DERIF|RIZYURIT—D Y
(MOCE) MEFENTWEWLD, EFEEBICHESIURII—DUDEE
MREWGE, BULEHEICIE. VAIT—DUFRBLE-BEDE
FYRVEBIFEEERTESLSITLTLY,

(Firstly, we repeat our opening comment on Q71)

There are cases where insurers set a target interest rate hedge ratio (interest
sensitivity of asset/interest sensitivity of liability) to mitigate interest rate risks and
continuously rebalance their investments so that the ratio falls within a certain
range. In such cases, we reflect this interest rate hedge strategy by reflecting the
rebalancing of hedge ratio to 1 year continuous interest rate change in Monte-Carlo
simulation of the internal model.

While we would like to reflect the effect of interest rate risk mitigation, it is
difficult to incorporate such practices within the standard method. Therefore, ICS
interest rate risks should allow for the effect of interest rate hedging through, for
example, the application of factors.

The ICS standard method does not capture the risk of fluctuation in the implied
volatility to be used to assess the time value of surety and option. Considering that
such risk may be material for some 1AIGs, a method taking into account the
fluctuation of implied volatility should be considered. Such a method should be
simplified to the extent possible and avoid being burdensome for 1AIGs.

The ICS standard method does not include the risk margin (MOCE) in the
measurement of interest rate risks. When appropriate, a method to measure the
interest rate risk that reflects the risk margin should be available, for example
when the risk margin has large sensitivity to interest rate fluctuation.

Q112

FERRATLY K ERVRIV+REBIMTILIT L) 122390 %5%
5O THNIE. RIZBEBNSIEOEZAFICEST &, EEICIXFEER
ATy F&EDYav I %, BEICIKARERRTLY ROV avy
E5ZB5RETHDB, RATLYEFDSBERYRIVEBPDHZR L
AEE5EZ250THNE, BEDOHZVavIE2E5ZDRETHD,

In order to be consistent with insurance liability discounting, shock applied on
spread before adjustment (credit risk + liquidity premium) should be both on assets
(shock should be applied to the spread before adjustment) and on liabilities (shock
should be applied to adjusted spread). If shock is applied only on the credit risk
part of the spread, then the shock should only be applied on assets.

Q113

Ql12 B8,

Please refer to our comments on Q112.

Q118

Ql12 5,

Please refer to our comments on Q112.
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Q119

MAV ZI5| R [EBRMZMNT TR L., EEEIh TS0, BEFERD
f=I£H Y) D Non-Default Spread Risk DA T, BEMIZLE D& S ITHEYS
RE,

The MAYV discount rate which has been discussed for quite a while is more
sophisticated. Non-default spread risk should be adjusted so that it will be
consistent with the MAV discount rate.

Q124

REICEBHUICEEL TV SEE0LUZSHOKRAI XY, mz#
WEBTHENMREITHAPEOKRR IRV FZ—MROEELRY )
X@?V—9$Eﬁ6?th5ﬁ0ﬁﬁ@~ﬁnﬁﬂlé$ﬂ#&6
=&, BRITEEL,

Since such treatment provides room for arbitrariness, we do not agree with the idea
of categorizing strategic equity and private equity differently from other assets and
applying a lower risk charge.

Q136

BREBEEDYRIFEHETaAL—>a VIR LTEEREL, HEER
[ZTaLb—2avaEHT A EITBEICEHETHIIEMNDL, YR
I RBUIIBARDDAHIZEBRETH S,

Changing the risk factor of reinsurance assets in accordance with their duration,
and calculating the duration of each reinsurer is too burdensome. Risk factors
should only be differentiated by rating categories.

Q143

fEHRE 9BBITHIEIN TV EIEEICREINE,. TDEEFAVTF
BRE LA ENDDTHNISHEMHZHIIARIREIZA, —A., JIFES
NTVBERICEZEL. A OTNUNOEMNGIER LHE-TREN
HHEDTHNIE, BEDHRFHELVWERDN D, BEQMEHKETIE
ZORICOVTHELESA TV GEWEBHT 5,

If the investments listed in the table of paragraph 933 of the Technical
Specifications also need to meet qualitative criteria, it would be difficult for an
IAIG to identify investments which qualify as infrastructure investments. We think
that provision of the Technical Specifications fails to clarify this point.

Q145

ZTOMEEIZ—E 8%DFZRMEFE L TLVEH,
AE (i
TEHI &, D, BRERERLFERITNSNT
LELLIERSGDEMNDBETH D,

BFIZ, REEBIZONT, ZHMEI o ZHELEZREHORXM~DAE
. BATEHTA—BEFEZAREN—RHUTHY. EHHT
EHOBETHD, F-REEEIEBATIIHEEEIBILINE
BTHD, ChoDmEHEZSE, O—KRL— D BB (1350
RC5) *B#& (0-14®M RC6) MKEIZFHUT S 8%D ') RV F# L@
XThb,
BEBEROEFICEDIC L. REEBEI RC2EIEIICHAT S,
Corporate 0 0-1 Years @ Rating Category 2, 3 D#t+ B [XZF N Zh 0.2%,
0.6%THY. REFERICOVTHLZDEEDKENELLEEZ .

EMs ., KEDRE

BRIZEVWTIEZEDIEFE
 REEE - BRIRE - RINEF) A 1ERFEDEHRHE TEUR

While “other assets” receive a stress factor of 8%, in Japan, assets included in this
category, i.e., amounts due from agents, amounts due for reinsurance, and other
uncollected funds, are mostly reclaimed within a year and are rarely written off.
Against such a background, the stress factor of 8% is excessive and a new factor or
category needs to be added to cater for the situation in Japan. To clarify, it is
common in Japan to collect the premium payments that agents receive on a daily-
basis, or at the very latest within the following month. Amounts due from agents
are very short-term and diversified receivables. Taking these situations into
account, an 8% risk factor, which is comparable to a credit rating of BB (1-3 years
RC5) or B (0-1 years RC6) is far too excessive.

Based on historical write-off data, rating category 2 or 3 whose factors are 0.2%
(0-1 years RC2) or 0.6% (0-1 years RC3) is appropriate for considering the
amounts due from agents.
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Q146

RERHORBREETIE. TOBEIZE>TRETSIARL—T 3 7L
JRAJIERELCERLGDZ=HIC. TNODRBEEIT I AR—Dv—IZF
B EITFEYTIEIHEWNWT—REEZ NS, VAT DS EZ(THUNE
DERTHHIZLEZRFADE. RETHIHEEZRFATE=RLELE:
JROE (FFBER) 2TV RR—Trv—E95& 5 0:&RBEHRIT
HRE,

Frz. RBHZIVRAR—Tv—ELLTHEATIGEICEVLTIE, 1]
KOWARBETHIATEIZLE > TEEES (1516, RERKREFE
IIREFHRERRBEZFEAIANETH D,

Reflecting the different characteristics of the insurance business, underlying
operational risk differs significantly. Therefore, applying merely their size as
exposure may not necessarily be appropriate. Considering that the underwriting of
risk is the source of return, risk quantified (required capital) that takes due account
of underlying operational risks could be regarded as exposure.

Also, when using premiums as exposure, the current practice to apply written
premium will be affected by the method of payment. Therefore, earned premium
or annualized premium income of policies in force is more appropriate.

Q147

Q146 Mi&E Y

Please refer to our comments on Q146.

Q152

IAIG T & D GAAP [ZHEWT & U BB LR A TREMEHEF EZNER S
EHOENIMD LT, LEARER FELGOA N =HIZE, EEEH
B0 GAAP IZELEKHT 5D TIF G, AHAEDOF U IFRS [TERL 1=
DTADEBAZLRBOONEIRETH D,

Bl ZIE., BROLERFEEERIEHE 26 BETIXBEEDRBRAFIC&

STHEFTNFI~SIZHEL. TORAIIGLTEEBRE—HBZED
REICHIPRZERITTLNS,
HABIHDAFE 1 -5 ICERB LI-EZFR B EIEL. IFRS A5 USGAAP &

ttEXEl]mungkb\ FFMT%)
ZEFHMEL TIEE 5D,

TE2DEETHERBRE—FEEZFZHL DTA

Regardless of whether or not IAIGs’ GAAP applies a more stringent utilisation
assessment approach, in order to maintain comparability, the DTA recognition
approach utilising IFRS should be allowed, instead of DTA utilisation on a
jurisdictional GAAP basis.

For example, the Accounting Standards Board of Japan (“ASBJ”) Guidance No.26
places entities into 5 categories based on taxable income and limits recognition of
deductible temporary difference according to each category.

Regarding entities that are included in category 2, 3, and 4, the DTA could be
reassessed by recognising deductible temporary difference pursuant to category 2
which is close to IFRS and US GAAP.

Q153

ERTRELEAEE, IGAAP THRASN TWHEESFEEERE
HE26SICEICHLDLEDT, +9ERAMNH Y . REEFTRELZ L DI
TYZB

The method described in our comment on Q152 is based on the Accounting
Standards Board of Japan (“ASBJ”) Guidance No.26 which the JGAAP applies.
Therefore, the method is transparent and verifiable.
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Q159

EERUBRICEBINTEEREBEOLERZ IV IIL—TESHREDHEIC
RMEEZIEE. EZERMREOEENEL LHATAEMICMA., 5
B4 VJICKYE—E®D IAIGETHIGIZENEL TS0, T&F
UTHd,

Tz, VRIEADHRMREILICSHEIZEZ ZEENFEREICKEL:
O, TIL—TENHREOBFEOLEEFZVECL, KYRELEZEDIC
T35 (RAFTABMEBIZHELGHBWVELSIZT ) BELAHD, HIRIE &
EDEERNMELEA—XIC, BEEEODIVRIVENDZEEXRTIEH
DOMEFEHYICTHET DI LIETEZS B,

The statutory tax rate announced after the reference date should not be applied on
the group effective tax rate. Such application is not appropriate since the
announcement of the statutory tax rate could be delayed and such application may
bring inconsistencies between the IAIGs within the same jurisdiction.

The tax effect has a significant impact on the ICS ratio. Therefore, group effective
tax rates should be stable, and the application of negative tax rates should be
avoided. For example, a group effective tax rate could be calculated based on the
statutory tax rate of each jurisdiction and the weighted average of the items, such
as liabilities, which represent risk amounts.

Q160

MOCEmMW LA LD DTAZ ICSEHEIZEVWTEEICANSDIRETH D,
MOCE [ZRIEEBD—EEEZZZRETHY . MAV IREHET & GAAP
DEZORY KW ERIKIZ, BEIETREIARETHS-HDTH 5,

The ICS calculation should consider the DTA arising from MOCE. We think
MOCE is part of insurance liability. Therefore, it should be recognized after tax in
line with the difference of MAV's current estimate and GAAP.

Q162

- MOCE WMRIZEBLUNDERICHEINDIGEICIE. thDAEIEHR
ERIFKICFRBIRTRA TS,

* MOCE WEARMN L DIEFRIEE & SN BBZBEIZIEX. MOCE DEEEH
BR—ATITIRE,

If MOCE is to be categorized as a liability other than an insurance liability, then it
should be recognized after tax in line with other items.

If MOCE is identified as a deduction from capital, then it should be calculated
after tax.

Q179

RIEBBEOFHELEISIRDBREICKE KFT 5=, JIL—TRE®
ICS & DLLEATRENM - BAMZHERT D=0, TORERDHL_LZE
RHBHRE,

The valuation of insurance liability greatly depends on discounting. The IAIS
should seek to narrow the range of discount rate in order to maintain comparability
and consistency between groups and the ICS.

Q180

BERTHMOFMICHE O TIHRBHE I N EIRE

It should be recognized in terms of capital adequacy.
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Q181

UTOEZORYFLARBREEICEVLVTES LAY, TREXHIZD
WTIEEERTDHDOFHEICE VNV TRELZLDEREESIE. IFRSL7
DNEEEABEFX ICSTHEATESLSICL, ICSOEEESEFRLSE
é’\%
ZHOER (HBREROESRE)
- BHDOEHE S L UVEREOP L
- SFEDOFEHE (IFRS TlERBRLALY)
-Eﬁﬁ@ﬂﬁﬁ%@%ﬁ%(mmfﬁwm)
2HH—ERT— Y (IFRSEA) con
it E|5|E & MOCE (JRHI—2 V) 2D TIE, IFRS TIIIEL
WEHHRBDHOENTWNSH, ICSTHERATSELDM IFRS DEHEED
BOENTERAINEIEE. IAISEIASB EDREFRLCTHERLT
W=f=& =0y,

The elements of MAYV listed below do not align with IFRS 17. Regarding these
elements, audited IFRS 17 figures should be allowed in the ICS, except those
which are important in assessing capital adequacy, and improve the confidence of
the ICS.

- contract boundaries

- recognition/derecognition of insurance liabilities

- future management actions

- simplification with regard to non-life insurance premium reserves

- contract service margins

With regard to discount rate and MOCE (risk margin), the IFRS allows a wide
range of practices. The IAIS and the IASB should work together to ensure that
what is used by the ICS will be recognized within the scope of IFRS practices.

Q185

ETIOBHERICOVTEERE2RY ) —=0JF570tR%8
AL, EEENMEVGESRECHET > TL— FERBRTILEDR
REDITEBRBAETARE,

The framework should incorporate a process to verify the components of the
model based on materiality. For those components which are not material, the
insurer could be exempt from using the self-assessment template.

Q187

NEBETIVICHAEETILAEENDIGEE. I —F—(CTAKRIATLE
LVMEBRDH D=8, IAIGHERTETLINBICIE—ERERALH S,
LfzA2T, BZETILNDETILERR ET HLLE - BREEICIE—
EREERANHY ., BZRETIERORZIEMRIADHATHRETAE
BEELHDHZEICBEWNZE0,

External models may include information that is not open to users, and IAIGs may
have limited access to such information. Therefore, comparison with another
model may not be fully possible. In such a case, validating the model itself should
be allowed, instead of comparing.

Q188

NEBBETILDA—F—L v TE, BBREFLEIREREIRETH
Do

The ownership of the internal model should belong not only to the Board of
Directors but also to the senior management.

Q189

Statistical quality test [C & & T —2 DBEUIEDZEZE (examine) 1ZHLY
T. [lcomplete] %> Tlaccurate] DF = v & IMERABMIZEAT+H
BHEENHD] CLERDILENEETHY . RELULICHELGER
EFTRETEARLY,

BIZIE, RMETILOENDOERERICERZHTHIHEEIE. BED

FEIXIAIG2ROMEBERIZEZ SFEICRESIDLETRETH
%,

Statistical quality tests should examine whether the underlying data has sufficient
quality against their objectives. The examination should not be any more stringent
and burdensome than necessary.

For example, when an individual component of the internal model is examined,
such examination should reflect the extent the component influences the required
capital of an I1AIG.
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Q19 |2 TIZTBLTEHHEESB L UREENADEEERHBZ &IE. T | Requiring both the Board of Directors and senior management to have duplicative
IDEBERZEEMALDICTAAEELAHYES. AEOLEEM(-G | control of and responsibility over the internal model indicates a clear lack of
LT, BERst LS IEBREEES S MNEYRADBES T+ &3~ | flexibility. The Board of Directors and senior management should be allowed to
x2TH3 divide and/or share their roles and responsibilities depending on the activity or

° materiality.

Q192 | TXXEIDERKEE., THRFILOEHITEET S L ZFHT SD | The requirement on documentation should be “sufficient to demonstrate
244 (ICP17.17) | H/KEELTRETHY . BEIZ T#Z . MM D | compliance with the regulatory validation requirements” (ICP17.17). They should
WK BHDETRETIEAL, | not be too detailed, prescriptive or exhaustive.

Q193 | IAIG A° cherry-picking 23 2 ERMA LGN o1& LTH. &%EEBD GWS | Even if an IAIG has no intention to “cherry-pick”, if the GWS does not approve
[ZE>THEHETILO—EARIINLZNES. EREMIZESETI/L | theirinternal model as a whole, the IAIG will be forced to use a partial internal
DERAEREINDZ-EIZHED, ZOBEIZIE self-assessment AFRZE |model. It should be made clear that self-assessment is not required in such cases.
HdHEEHBEELTRLLY, : : :

. = sk ~oes — | Also, it should be clearly stated that changes in scope of the internal model that
irf‘ 7'1 kAl 7]'0)7"1&[’1‘?3 VA RBEOEAL. ”f’ﬁl]i”j':‘@j%gl“ reflect changes in portfolio, risk environment, and measurement methodologies,
i LZ’C WNERE T L DEEE ? EEI DL 1= =hIcF )=t F | should not necessarily be regarded as “cherry-picking”.
DUIIEEEGWEEZITEY ., TORBAR LTV EELL, The requirement to provide “the rationale for the limited scope of the internal
Ft. TABETILOHENRE SN TV SHREBMEL] DORED model” should not put an IAIG under excessive burden of proof. Mitigation of
3KIE. cherry-picking DR EDER IR DEFEHICH LNTH g}n,%,z\% concern about “cherry-picking” should be enough.

THY. IAIGITBEDILAFERZELELS LD TH > TIXLELAELY,

Q194 | Twhy it considers that using partial internal modelling for determining With regard to the reference “why it considers that using partial internal modelling
regulatory capital requirements is more consistent with the risk profile of the | for determining regulatory capital requirements is more consistent with the risk
business than the standardised approach] IZESL T. E#E£FE (HAKE profile of the business than the standardised approach”, factors and stress levels
12[5’*) DIT7HRE—ORRLALARNILDBEDRN - % 5IZFRBEL us;:d fokr) th_e stagdar_d m?thod (excluding cz_iltastlroph(e risrlf) often inc_lude elements

BB D (EBRES vy SHRA-TIND 1&,0)75\%6) F-8. tesg | Whose basisan rationale are not necessarily clear (such as supervisory
z%)'lﬁiﬁb‘ﬁﬂ BN TNRBARSEY 52 LchtNBESTAETH J(:Lgc:gserlr;iesrg?{ n'l;gsrﬁgc:rgé gvsgtl):tl)(lje?e duly noted that sufficient information for

25




