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INTRODUCTION

According to the non-life and life insurance di-
rectives adopted in February 2002 (Directive
2002/13/EC and Directive 2002/83/EC), with-
in the framework of the Solvency | project, the
solvency margin is determined by applying fixed
coefficients to the value of the total premium
income or the average amount claim (in the
case of non-life insurance) and to the amount
of the mathematical reserve (in the case of life
insurance). Amendments of the directives were
made to the calculation of the solvency mar-
gin, and in the case of non-life insurance, the
amount was increased for the premium basis
(to EUR 50 million) and for the loss basis (to
EUR 35 million). The amount of the minimum
guarantee fund was also increased (to EUR 2-3
million, depending on the type of non-life in-
surance), with a transitional period of 5 years
for the fulfillment of the aforementioned re-
quirements. In the case of life insurance, the
minimum amount of the guarantee fund has
been increased to EUR 3 million.

The Solvency | regime, which is currently in use

in Bosnia and Herzegovina and whose adapt-

ed version (with regard to the prescribed lower

amounts of the guarantee fund and solvency

margin) is applied in (re)insurance in BiH, stip-

ulates that an insurance company is solvent if:

(1) optimally and cautiously forms reserves in
an amount sufficient to cover its obliga-
tions,

(2) has the prescribed minimum guarantee
fund and,

(3) provides and maintains a solvency margin
as a prescribed amount of capital to cover
unexpectedly high liabilities for damages.

In the Federation of Bosnia and Herzegovina,
after the entry into force of the Law on Insur-
ance (entered into force in 2017), within the
five-year deadline, insurance companies in-
creased the minimum capital for non-life from
5.0 to 10.0 million KM, for life from 3.0 to 6.0
million KM, for reinsurance from 3.0 to 6.0 mil-
lion KM, thus aligning with the minimum capi-
tal threshold defined by the Solvency Il Direc-
tive for EU member states. New Law on Insur-
ance represents a sort of intermediate phase,
the preparation for the gradual transition from

Solvency | to Solvency Il. The focus is on cap-
ital increase and risk management to which

the insurance company is exposed. Insurance

undertakings are obliged to adopt their own
internal documents for the identification and
management of risks. There is the need for the
application of modern information technology
for the purpose of documenting all procedures,
business change, implementation of prescribed
procedures, ensuring the security of the data-
base, etc. The importance of internal control,
monitoring and timely recognition of warning
signals of possible problems in business that
could lead to illiquidity and insolvency of the
insurance undertaking was emphasized.

NEW SOLVENCY Il REGIME IN THE EU
AND APPLICATION DEADLINES

Solvency Il in the insurance and reinsurance
system in the European Union is prescribed by
the Solvency Il Directive 2009/138/EC on in-
surance and reinsurance activities, which was
adopted and published by the EU in December
2009. In September 2012, the European Union
adopted Directive 2012/23/EU, which extended
the deadlines for application of the Solvency
Il regime in the EU insurance and reinsurance
system. New deadline for implementation of
new Solvency Il regulation in the national leg-
islation of the European Union member states
is 31 January 2015 (the original deadline was
31 October 2012), and the deadline for apply-
ing Solvency Il in the operations of insurance
and reinsurance companies is 1 January 2016
(it was previously set as 1 January 2013).

New deadlines for the application of Solvency
Il derive from new Omnibus Il Directive, which
supplements the Solvency Il Directive in regard
to the competence of new supervisory institu-
tion (EIOPA) and other provisions of Solvency II.

With the Stabilization and Association Agree-
ment (including the Interim Agreement) of 16
June 2008, which represents the internation-
al obligation of Bosnia and Herzegoving, our
country committed to harmonize its legisla-
tion according to the criteria of the European
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Union. Before signing the Stabilization Agree-
ment, taking international law into considera-
tion, BiH was, on the one hand, harmonizing its
regulations with the EU regulations on a volun-
tary basis, considering the fact of not having a
contractual relations with the European Com-
munity and its member states, and, on the oth-
er hand, taking domestic law in consideration,
harmonizing was biding, because at the end of
2003, the Council of Ministers of Bosnia and
Herzegovina adopted the Decision on Proce-
dures in the process of harmonizing legislation
with Acquis communautaire - community law
(“Official Gazette of BiH”, number 44/03).

On the way to full membership of Bosnia and
Herzegovina in the EU, it, like the other can-
didate states, must necessarily harmonize its
entire legislation with the legislation of the Eu-
ropean Union, just as its predecessors did.

CONTENT OF THE SOLVENCY Il REGIME
IN INSURANCE AND REINSURANCE
BUSINESS IN THE EU

Solvency Il sets new rules and requirements for
capital adequacy and new rules for risk man-
agement of (re)insurance companies with the
aim of policyholders better protection and pre-
vention of disruptions in the insurance market.
The new regime is based on the quantitative
and qualitative definition and measurement
of the main groups of risks and the propor-
tional determination of the required amount
of capital to cover the defined (measured)
risks of (re)insurance companies.

The Solvency |l system is based on three pil-
lars which define: quantitative requirements (1),
quadlitative requirements (2) and market rules (3)

The first pillar - Quantitative risks: the cap-
ital requirements that the insurance compa-
ny must meet to cover five basic risks (insur-
ance risk, credit risk, business or operational
risk, market and liquidity risk) are quantified
according to the prescribed methodology -
standard, internal or mixed model, namely:
- the calculation of required solvency capital
(SCR) which represents the level of capital
with which 199 out of 200 or 995% of in-

surance companies will satisfactorily cover
operations, existing and new obligations for
claims in a period of 1 year,

- calculation of minimum required capital
(MCR) - safety minimum,

- calculation of technical reserves - harmo-
nization and transparency at EU level,

- calculation of the risk margin over the te-
chnical reserve level,

- valuation of assets and liabilities according
to market methods,

- investment rules of insurers in order to
better cover investment risks.

According to the new concept of solvency, the
required solvency capital (SCR) should ensure
a sufficient level of security for the insured and
at the same time enable the insurance com-
pany to be profitable and the insurance indus-
try to be competitive with other sectors of the
economy. SCR represents the level of capitdl,
which guarantees that the insurance com-
pany is able to survive and absorb significant
unforeseeable or catastrophic damages in a
period of one year and to pay the insured ob-
ligations arising on the basis of the assumed
risk. The target level of SCR can be calculated
using a prescribed standard formula or using
an internal model related to the characteristic
risks of a certain insurance company or using
partially internal models. The latter ones are a
combination of the standard formula and an
internal model and are applied when the insur-
ance company establishes that the exposure
to risk in certain types of insurance or the par-
ticipation of a risk is different than defined by
the standard formula.

The minimum required capital (MCR) is replace-
ment of the currently valid required solvency
margin under the Solvency | project. It is the
amount below which the insurance company’s
capital shall not fall, and if such occurs, the su-
pervisory authority is obliged to, immediate-
ly, take the prescribed measures, including the
revocation of the license. MCR cannot be calcu-
lated using internal models. The limit amount of
MCR is between: 25% SCR < MCR = 45% SCR.
MCR is calculated every three months and the
supervisory authority is informed about it.

The second pillar includes the rules in the in-
surance supervision process or the so-called
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qualitative risks, and contains the requirements
or rules of supervision of the insurance company
with regard to internal solvency control. The role
and responsibility of members of the insurance
company’s management and financial supervi-
sion by state authorities was emphasized. Ef-
forts are being made to ensure strict procedures
and high quality of the insurance business and
human resource management processes, as
well as development and improvement of the in-
ternal control system. Greater mutual coopera-
tion is being established: database, supervision,
transparency of work, prescribing procedures
and rules for company security.

The third pillar contains measures of market
discipline and data transparency. The goal is
to increase responsibility, transparency and
availability of information about the insurance
company’s business to all market participants.
Companies should establish public relations
services that will have access to information
about the company (the same information
that is available to its management). The intro-
duction of new accounting standards based on
fair value and supported by capital valuation
market models is planned.

OBSTACLES TO THE APPLICATION OF
NEW SOLVENCY Il REGIME IN BOSNIA
AND HERZEGOVINA

At the current economic development level,
even if BiH were to become a full member of
the EU (which is currently the basic limitation
for the mandatory application of new Solven-
cy Il rules), the main obstacle would be current
limited economic power of the overall economy,
including the insurance and reinsurance sector
in BiH.

As the organizational and financial fragmen-
tation of insurance undertakings is a serious
obstacle, further consolidation and merging
of the internal business potential of insurance
companies is expected.

Division of the total market in BiH, including di-
vision of the national insurance market by en-
tities, is also a possible obstacle to the unified
conception and application of the new regime

in BiH. Also related to the market division is the
legal and legislative division in BiH by entities,
which will possibly make difficulties in adoption
and application of new solvency regime in BiH.

Also, possible aggravating circumstances in de-
fining, and especially in practical application of
new solvency regime in our country, are insuffi-
cient measures for organization of mass educa-
tion about the Solvency Il project of personnel
engaged in the national insurance sector.

Possible limitations also concern inadequate
information (databases) and software support
in the management of insurance and reinsur-
ance business, and especidlly in the process of
applying the model for quantifying the capi-
tal requirements that the insurance company
must meet to cover basic risks under the new
solvency regime.

SURVEY RESULTS

In order to determine the initial level of under-
standing of the Solvency Il concept and the
level of functions development from the Sol-
vency Il management system, the Federation
of Bosnia and Herzegovina Insurance Supervi-
sory Agency conducted a survey, in such a way
that “Questionnaire - Qualitative impact study
“SOLVENCY II” (hereinafter: Questionnaire) was
submitted to insurance companies established
in the Federation of Bosnia and Herzegovina
(FBiH).

The research objective is for insurance com-
panies to carry out a self-assessment of their
position and level of development in relation to
questions from the Questionnaire, but also to
look at future regulatory requirements and di-
rections for the establishment and/or improve-
ment of key internal functions. The purpose of
the research was to collect information on un-
derstanding of the significance and level of de-
velopment of the functions of the management
system according to Solvency Il requirements.

The results of this research will be the starting
point for identifying the needs for raising the
level of knowledge in the insurance sector, but
also for future regulatory activities.



Survey results on the subject: Qualitative impact study of "SOLVENCY [I*

The Questionnaire contained 57 questions and
included, together with basic general knowl-
edge questions on Solvency I, questions about
the understanding and level of development of
the management system functions. It was di-
vided into:
1. AREA 1: MANAGEMENT EXPECTATIONS
2. AREA 2: CURRENT STATUS OF
IMPLEMENTATION
3. AREA 3:IT OPTIONS AND DATABASE
MANAGEMENT
4. AREA 4: COMPLIANCE WITH SOLVENCY
Il - PILLARI
5. AREA 4: COMPLIANCE WITH SOLVENCY
Il - PILLAR I
6. AREA 4: COMPLIANCE WITH SOLVENCY
Il - PILLAR Il
7. AREA 5:CONCLUDING QUESTIONS

12 insurance companies participated in the
conducted survey, including a reinsurance
company.

In the analysis of responses from the Question-
naire, it was assumed that the responsible per-
sons of the insurance companies answered the
questions honestly and objectively.

The results of the survey indicate a low level
of knowledge of the quantitative and qualita-
tive requirements of Solvency ll, especially the
ORSA process, while in some cases companies
that are members of foreign groups (applying
Solvency Il and ORSA) overestimated their level
of harmonization (a conclusion drawn from un-
derstanding of the process at certain compa-
nies due to supervisory activities).

The vast majority of participants reported that
they were not fully prepared for the implementa-
tion of Solvency Il, especially for ORSA (only two
companies declared that their phase of harmoni-
zation was above 75%, the rest were below 50%).

According to data from submitted question-
naires, the majority of participants believe that
they do not have all the resources available and
that they do not have a Solvency Il implemen-
tation plan.

Regarding the readiness for Solvency Il (pillars
1, 2, 3) including ORSA, the majority of partici-

pants expressed the need for support from the
regulator in methodologies, reporting guide-
lines in line with pillars 1/2/3, a clear implemen-
tation schedule and during development ade-
quate reporting model.

Insurance companies that are members of for-
eign groups operating in the territory where the
requirements of Solvency Il have already been
implemented (a total of five companies), point-
ed out that they all participated in the deliv-
ery of reporting packages or data necessary to
support reporting in accordance with Solven-
cy ll, at the group level and that they received
a high level of support, mostly in the form of
templates and draft reports (four companies),
practical training and education (three com-
panies), and very little in the form of tools and
methodological decisions.

Although all insurance companies have de-
clared that they are ready to accept changes
and understand the concept and importance of
risk management in business, independent and
concrete activities are still insufficiently devel-
oped and applied. A great number of insurance
companies expect positive effects of Solvency
I, and as an explanation they state the iden-
tification and quantification of risks (a better
risk management system) and an overview of
their own capital needs, increased transpar-
ency and regulatory reporting that better re-
flects business performance. For the functions
established due to legal requirements (inter-
nal audit, internal control, actuarial function,
risk management and compliance monitoring
function), it was pointed out that the limiting
factor in their harmonization with Solvency
Il requirements was the lack of methodolo-
gies, guidelines, available personnel resources
and education. Accordingly, companies have
adopted strategies for risk management, ac-
tuarial and internal control, and some have also
applied compliance monitoring, as well as a re-
porting system.

From the qualitative answers to questions re-
lated to the development of risk management
functions, internal acts and the process of risk
identification, it can be concluded that insur-
ance companies do not sufficiently recognize
the concept of risk management from Solven-
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cy Il requirements. Regarding the relationship
between assets and capital, the value of liabil-
ities and capital requirements from the regu-
latory results after alignment with the require-
ments of Solvency Il, most companies stated
that they have mostly the same expectations.
An exception are companies that operate
within groups whose main activity is insurance,
and from their answers it can be recognized, to
a certain extent, that they understand the re-
quirements of risk management according to
Solvency Il. It also follows from the answer that
the need to comply with regulatory require-
ments and the development of human resourc-
es will stimulate the development of functions
from the risk management system.

Below is a short excerpt from the research re-
sults, which contains representative questions
and answers, as well as cross-referenced an-
swers to certain questions, having regard to
number of companies that responded or in re-
gard to the size of the insurance company.

Regarding the preparation for Solvency II, con-
cerning the calculation of Solvency Capital Re-
quirement (SCR) and Minimum Solvency Capital
(MCR), the majority of participants consider that
they are partially technically prepared for the cal-
culations. When calculating technical reserves,
five participants stated that they had a high lev-
el of technical preparation for calculations, five
participants indicated that they were partially
prepared, while two companies expressed that
they had a low level of technical preparation.

Among the highlighted measures that the par-
ticipants intend to take in order to prepare for
Solvency ll, are database extensions and addi-

tions, improvement of IT support and improve-
ment of the data management. Also, almost all
participants reported the need for additional
human resources in order to meet the large
administrative requirements of Solvency Il, the
need for training of existing personnel. Person-
nel reinforcements are especially needed in the
area of risk management and actuarial busi-
ness. Regarding gap analysis, five companies
indicated that they had conducted a partial
analysis, five companies stated that they had
not conducted an analysis, while two compa-
nies indicated that they had conducted a full
gap analysis.

All respondents declared that they have estab-
lished a central risk register.

As for the area of technical preparedness for
Solvency Il in terms of calculations, the major-
ity of participants expressed a moderate lev-
el of preparedness for the calculation of SCR,
MCR and own funds, while for the calculation
of technical reserves five companies expressed
a high level of preparedness, and that they
would mostly use standard calculation formu-
las, while only one company intends to use an
internal model.

The majority of companies (nine companies)
consider implementation of Solvency Il, at the
end of the reporting year, on 1 January 2026
likely possible, while seven companies believe
that the deadline of 1 January 2024 is eventu-
ally possible. Most companies believe that they
have enough time to implement the system
technology required for Solvency Il in the period
of the next two financial years.

Non life Life 2 Non and life ® Reinsurance * Total
Domestic® 3 - 1 1 5
Foreign ¢ 1 - 6 - 7
Total 4 - 7 1 12
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AREA 1: MANAGEMENT EXPECTATIONS

Are you familiar with the reporting requirements governed by the Solvency I
regulations?

_
o

[ S I VR N ¥ N« NN B~ - BN}

—_

Members of the Accounting Function Actuarial Function Risk Management
Management Board Manager Manager Function Manager
B Very familiar B Mostly familiar B Vaguely familiar Not familiar at all

Have you defined who in your company would be responsible for compliance
with Solvency Il Criterion?

O = NN W b Uy

10

0

Yes Don't know
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Area 1: Management Expectations

3. If the answer to the previous question is “YES”, please indicate what functi-
on it is from the above:

o s N B B Lo

Risk management Actuarial

4.  Has management and key personnel received any training related to So-
Ivency Il requirements?

—_
J—

10
10
9
8
7
6
5
4
3
) 2
! . 0 0
0
Everyone Certain key Management only Nobody
employees
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Area 1: Management Expectations

5. Inwhat area do you believe that you need the most support and communi-
cation from the Regulator (choose top 5)?

13

12 1 1

n

10

9 9

8 8 8

7 / 6

6

5

4

3

) 2

| B

0
Reporting Aclear Model Guidelineson  Guidelinesin  Guidelines Effective Better
guidelinesin  implementation development  dataquality the creationof  for tax Date  communication
accordance path and systems reports treatment with the
with Pillar industry

123

6. What level of difficulty is your organization experiencing in moving through
the steps to Solvency Il compliance:

9
8
! 6 6
6
° 4
! 3 3
3 2
2
1
0 0
0
Development and Education and Overview of Review existing Conducting an Establish a Appropriate level
implementation training of the operating IT capabilities analysis of the compliance of understanding
technological employees model actuarial, according to impact on the team of the majority
solutions financial and risk Solvency Il business owner on the
management requirements challenges of
functions compliance
Very difficult B Difficult B Moderate I Achievable

12
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Area 1: Management Expectations

7.  To what extent do you believe that your financial reporting, administrative
and/or actuarial systems need to be changed and/or upgraded to comply
with Solvency Il reporting requirements?

! 6

6

° 4

4

3

5 2

1 .

0
a) Require b) Require ¢) Current systems
significant moderate do not require
upgrades upgrades upgrades

8.  If the answer to the previous question is under a) or b), do you estimate that
you can make the upgrades in question with your own resources?

6
5 5 5
4
4
2
1
0
Yes No

13
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Area 1: Management Expectations

9. In what aspects, when preparing technological solutions to comply with so-
Ivency Il requirements, do you invest or anticipate to invest the most efforts
(choose top 3?

? 8
8 7
7
6 6
6
5
! 3
3
2
1
0
(alculation Data storage/ Data transfer Performance of Reporting
capabilities Data Management technological Interface
solutions

10. With what aspects are you struggling with in implementing your technology
solutions (choose top 3)?

? 8
8 7 7
7
6
5 5
4
4
3
2
2
1 E
0
Integrating operations Resource Availability Time availability for Designing a Finding a tech
(risk management, engagement for of internal implementation technological solution supplier
actuaries) to optimise ~ technological resources of new solutions solution
the use of new solutions in
technological solutions  accordance with
Solvency Il

14
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Area 1: Management Expectations

11. How many people do you estimate would be involved in the implementation

and:
12
10
10
8
6
6 5
4 2
1
2 0
0 [ |
Develop appropriate Execution of asset and liability valuation Quarterly and annual reporting
control systems each year, calculation of minimum in accordance with solvency Il
capital requirement (MCR) and solvency regulations requirements
capital requirements (SCR)
M 1t03 B 4t05 B Morethan5

12. Which of the following skills do you think are most necessary for your com-
pany for the effective application of Solvency Il regulations (choose top 5)?

1
10 10
9 9
9
8
7 7 7
6
6
5
4 4

4
3 2
2
1 E
0

Expertise Actuarial  Expertisein Project Data Cooperation  Strategic Designand  Communication

in risk expertise  accounting Management management skills planning  implementation

management of technologies

15
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Area 1: Management Expectations

13. Are you satisfied with the level of skills in your company in the following

areas:
12
0 10
8 ; 8
8
6 6 6 6
6 5
A 4 4
2
2
0 0 0 0 0 0
0
Actuarial Project Risk Expertise in Design and Data quality
expertise Management management accounting implementation and data
of technologies management
B Very satisfied B Moderately satisfied I Unsatisfied

14. How confident are you that all the necessary skills, which need to be acqu-
ired, can be obtained in the local market?

9
8 8
7
6
5
4 4
3
2 I
1
0
0
Moderately Not confident Very confident
confident atall

16



Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 1: Management Expectations

15. According to your estimates and plans, please indicate the budget planned
for the implementation of Solvency Il within your company?

4
3 3
3
1 I I 1
, ]

<10.000 BAM 10.000 - 25.000 BAM  25.000 - 50.000 BAM  50.000 - 100.000 BAM > 100.000 BAM

-~

16. Do you believe that the stakeholders of your organization are well informed
of the Solvency Il requirements?

7
6 6 6
5
4
3
2
1
0
0
Yes No Maybe

17
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Area 1: Management Expectations

17. Please indicate your answer: We believe that the main stakeholders of the
company are well informed about Solvency Il requirements?

7
6
6
5
4
3 3
3
2
1
0 0 0
0
Strongly Moderately Neutral Somewhat Strongly [ do not
agree agreed disagree disagree know

18. Please indicate how adequately your company communicates with stake-
holders about the impact of Solvency Il regulation ?

4 4 4
. [ ]

[ N O N ]

Adequate communication  Selected team responsible Senior management and Management/

with all stakeholders for communication of other internal stakeholder- Management
influences and have a good functions have a good

understanding understanding

19. Is your company involved in the delivery of reporting packages or data ne-
cessary to support reporting in accordance with Solvency Il, at Group level ?

All companies that have an obligation to report to the group answered in
the affirmative.

18
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Area 1: Management Expectations

20. Have you received guidance and support from the Group regarding solvency
Il reporting requirements?

_ N W B~ U

1

0 - : :

High level of support Middle level of support Low level of support Not support at all

21. What form of support did you receive from the Group?

5
4
3
2
2
. [ ]
Practical training Templates and Methodological Tools for data
and education draft reports decisions preparation and

control of results

19
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AREA 2: CURRENT DEPLOYMENT STATUS

22. Did you, up to this point, perform a gap analysis in order to identify shortco-
mings in compliance with Solvency Il requirements?

e

Yes, full analysis Partial analysis

(= L T -V, B« )

23. Can you rate the extent to which you are advanced in preparing to comply
with Solvency Il requirements?

o = NN B B Uy N

B I =

Reasonably advanced Moderately advanced Extremely unadvanced

24. At what stage of compliance is your company with Solvency Il require-

ments?
5
4
4
3 3
3
2
2
1
0
0
Upto 10% 10-25% 25-50% 50-75% Over 75%

20



Survey results on the subject: Qualitative impact study of "SOLVENCY II“

AREA 3: IT CAPABILITIES AND DATABASE MANAGEMENT

25. Please indicate your answer: We believe that we need support and coopera-
tion with the external supplier in improving current IT capabilities?

5
4 4
4
3

3

2

1 1

0 0
: ]
Strongly Moderately Moderately Strongly Neutral I do not
agree agree disagree disagree know

26. Please indicate your answer: We believe that we are able to find the softwa-
re solutions that are needed to meet Solvency Il requirements?

8
7
6
4
3
) 2
0
Strongly Moderately Neutral Moderately Strongly I do not
agree agree disagree disagree know

21
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Area 3: IT Capabilities and Database Management

27. Please indicate your answer: We believe that we have enough time to imple-
ment the technology, necessary for Solvency ll, over the next 2 (two) finan-

cial years?
6
5

5

4

3

2 2 2
2
1
1
H

0
Strongly Moderately Neutral Moderately I do not Strongly
agree agree disagree know disagree

22
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AREA 4: ALIGNMENT WITH SOLVENCY Il - PILLAR|

28. Is your financial reporting department familiar with the reporting require-
ments for Pillar | under the Solvency Il directive?

7
3
2 E

Familiar Moderately familiar Unfamiliar

o = NN W B Uy

29. Have you considered the requirements for calculating the minimum capital
requirement (MCR) and solvency capital requirements (SCR)?

8 7
7
6
5
4
; 3
2

2
1 .
0

Yes No | do not know
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Area 4: Alignment with Solvency Il - Pillar |

30. Have you considered whether your company will use an internal model or a
standard formula for calculating SCR?

9
g 8
7
6
5
4
3 3
2
1 1
0
Standard Formula Internal Model I do not know

31. Please assess your company’s technical capabilities for Solvency Il in terms
of calculations:

10

Technical provisions MCR SCR Own resources

B High B Medium M Low



Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 4: Alignment with Solvency Il - Pillar |

32. What are your expectations of regulatory results, after complying with So-
Ivency Il requirements?

10
9
8
7
6
5
4
3
2
1
0
The assets/capital Value of Solvency Il Solvency II's impact on
liabilities capital requirements
B Greater B Lower I Mostly the same
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Survey results on the subject: Qualitative impact study of "SOLVENCY Il

AREA 4: SOLVENCY ALIGNMENT Il - PILLAR Il

33. Do you have a central risk register ?

All companies answered in the affirmative.

34. Do you have a record of registered losses and incidents?

o = N W Bsu;

Yes No

I do not know
35. Have you analyzed the necessary changes under Solvency Il in terms of cor-
porate governance and risk management ?

1

[ R L L N U, B e SN |

6
g 5
Yes No
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Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 4: Alignment with Solvency Il - Pillar II

36. Do you have processes for analyzing exposure, concentration, mitigation
and sensitivity to the following risks:

10
9
8
7
6
5
4
3
2
1
0
Insurance risk Market risk Credit risk Liquidity risk Operational Other material
risk risks

M Yes M No ™ Partially

37. Do you have committees in place to oversee these functions?

9
8
7
6
5
4
3
2
1 I I 11 N ||
0 A @ EEE ENT N
Investment risk Investments Business risk Asset and Liability
Management
B Yes M No I Plan to establish
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Survey results on the subject: Qualitative impact study of "SOLVENCY Il

Area 4: Alignment with Solvency Il - Pillar Il

38. Have you started preparations or have you been preparing for ORSA (Own
Risk Self Assessment):

6
5
5
4
3 3
3
2
1
1
. ]
Already done Yes, during 2021 No, planned to do in the We do not have a
or before next 12 months define plan

39. How many of your key functions have been established in accordance with
Solvency II?

12
10

10

(=)}

~

N

Risk management Controlling Actuarial Functions Internal audits
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Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 4: Alignment with Solvency Il - Pillar II

40. Do you have, for all types and risk categories that have been declared as a
materially significant, a developed and implemented methodology for calcu-
lating the internal capital requirement, that is, an internal model that includes
an analysis of the sensitivity of its parameters, as well as testing its outputs/
results for stress (based on different ‘extreme but plausible’ scenarios)?

8
7
6
5
4
3
2
2
1
0
0
Yes Partially | do not know

41, Until you have an ORSA process established in the Company, as a strategic
process of centralized and integrated risk and capital management, inte-
grated into the company’s corporate governance system both in the do-
main of strategic planning and in the business decision-making processes
of strategic Level, and in the processes of monitoring the exposure of the
company’s business to materially significant risks?

8
6
4
2
0
0
Yes Partially I do not know

29



Survey results on the subject: Qualitative impact study of "SOLVENCY Il

Area 4: Alignment with Solvency Il - Pillar Il

42. Does the Management and Supervisory Board of the Company participate
in defining risk appetite and risk profiles of the company?

8
7
6
° 5
5
4
3
2
1 1
0
: ]
Yes No Partially [ do not know

Only two companies answered affirmatively to the question number 41. They
stated that they have a defined and documented dynamic and annual schedule
of activities within the ORSA process, that the results of the ORSA process have
an impact on strategic planning within the company, and that they partially have
established key functions in ORSA process.
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Survey results on the subject: Qualitative impact study of "SOLVENCY II“

AREA 4: ALIGNMENT WITH SOLVENCY Il - PILLAR 1II

43. To what extent has your strategy and policy been prepared for Pillar lll requ-

irements?
7
6
6
5
4

4

3 2

2

1 .

0

Strongly prepared Normally prepared Strongly unprepared

44, To what extent is the quality of the data, implicitly under Solvency Il requi-
rements, explicitly determined and actively managed?

9
8 8
7
6
5
4
3 3
2 E
1 1
. [
To the excepitonal extent, it To a normal extent, it is To tge exceptional
is determined and actively determined and actively extent, it has not been
managed managed determined or managed
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Survey results on the subject: Qualitative impact study of "SOLVENCY Il

Area 4: Alignment with Solvency Il - Pillar Il

45. Are you familiar with the format and requirements of producing a Solvency
Financial Condition Report (SFCR)?

’ 7
6
5
4
3
3 2
R—
0
Yes Partially

46. How ready is your company at the moment, from the point of view of ava-
ilable resources, knowledge and IT tools, for reporting requirements for the
issuance of SFCR on an annual basis?

8
7
7
6
5
4
3
2 2
2
E. . 1
1
0
Yes, to a large extent Yes, in medium measure Yes, to a low extent No, not at all
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Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 4: Alignment with Solvency Il - Pillar Il

47. Does your company have the capacity to issue quarterly data in accordance
with solvency Il regulations requirements?

1

Yes, to a large extent Yes, in medium measure Yes, to a low extent No, not at all

—_ NN W B~ U1 O N o

o
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Survey results on the subject: Qualitative impact study of "SOLVENCY Il

AREA 5: CONCLUDING QUESTIONS

48. How confident are you that your company can, according to the table below,
implement the new requirements in accordance with Solvency II?

—_
o

9
9
8
7
6
5
4
3
3
2
1
0 0 0
0
1.1.2023. 1.1.2024. 1.1.2025. 1.1.2026.
B Probably I Possibly I Unlikely Impossible

49. For your business activity, the advantage of adopting Solvency Il reporting
exceeds the expected costs?

9
8
8
7
6
5
4
3
3
2
1
1
0 0 0
0
Strongly Moderately Neutral Moderately Strongly Strongly
agree agree disagree disagree disagree
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Survey results on the subject: Qualitative impact study of "SOLVENCY II“

Area 5: Concluding Questions

50. What are the benefits you have identified for your company after complying
with Solvency Il requirements (choose top 3)?

14 7

12

10 9 9

8

6

4 3

2 2 1

; H .
Regulatory Increased Better risk Improve product Improved Improved
reporting that transparency management  design support system Cross-
better reflects system information technology cooperation
business
performance

51. Can you evaluate the impact of Solvency Il implementation on the following:

14
12
12
10
8
8
6 5
4

4
2

0 0 0 0 0
0

Product Design (apital Risk Corporate

management management culture
B High B Middle B Low
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