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CONSISTENCY OF SOLVENCY Il APPLICATION

The Actuarial Association of Europe (AAE) is a strong supporter of the European risk-based solvency
framework, Solvency Il. In particular, the AAE strongly supports EIOPA in its intent to ensure the
convergence of supervisory practices and to build a level-playing field across the Union.

Against this background, the AAE has developed a document providing an overall picture of the
practices observed across the Union in the implementation of Solvency Il. It focuses on some key
topics such as contract boundaries, valuation of options and guarantees, expenses modelling, use of
surplus funds, etc.

The document is based on expert judgment of generally observed practices for the following
representative panel of countries: Belgium, Ireland, Czech Republic, Italy, Denmark, Luxembourg,
France, Netherlands, Germany, Poland, Greece and Spain.

Over the panel of countries considered, the AAE observes that, following the implementation of
Solvency Il, which is a principles based Directive, discrepancies have emerged in the methods and
approaches used in practice by country. These discrepancies have emerged either as a result of
market practices or the guidance and/or requirements of local National Competent Authorities. They
relate in particular to the calculation of the Best Estimate of technical provisions.

The AAE strongly believes that these discrepancies may:
- Have arelevant impact on policyholders and financial stability

- Affect fairness, the level playing field or the proper functioning of the internal market through
the existence of possible supervisory arbitrage

Therefore, the AAE strongly encourages EIOPA to include analysis of the consistency of the
calculations of technical provisions across Europe as a top priority for 2019.

Contact:
Ad Kok, Chief Executive, AAE aamkok@actuary.eu Twitter: @InfoAAE
Esko Kivisaari, Chairperson, AAE esko.kivisaari@financefinland.fi  Twitter: @EskoKivisaari

The Actuarial Association of Europe (AAE) was established in 1978 under the name Groupe Consultatif to represent actuarial associations
in Europe. Its primary purpose is to provide advice and opinions to the various organisations of the European Union - the Commission, the
Council of Ministers, the European Parliament, the European Supervisors and their committees — on actuarial issues in European
legislation. The AAE currently has 36 member associations in 35 European countries, representing over 24,000 actuaries. Advice and
comments provided by the AAE on behalf of the European actuarial profession are totally independent of industry interests.
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