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Question Respondent Comment received IAIS response 

1. Do you have 
comments regarding the 
general guiding 
principles of the ICS? 

Actuarial 
Association of 
Europe 

The ICS as a Standard and the corresponding Implementation 
Assessment must be considered and decided at the same 
point in time  
- The AAE appreciates the effort of the IAIS and its 
collaborators to develop and agree a complete modern, 
economic, risk-based solvency Standard. 
- Without the process and criteria that will be used to assess 
implementations of the Standard, it is impossible to form a view 
if the lack of rigor and consistency that are currently part of the 
candidate ICS standard will be harmfully constrain reasonable 
implementations of the ICS, like Solvency II, Solvency UK, or 
the Swiss Solvency Test SST. 
- We ask the IAIS to allow reassessing of the ICS Standard in 
light of the to-be-defined implementation Assessment. 
 
The current candidate ICS is materially lacking rigor and 
consistency 
The AAE appreciates the effort of the IAIS and its collaborators 
to develop and agree a complete modern, economic, risk-
based solvency Standard. 
We note that a bespoke market-adjusted valuation standard 
has been defined.  It only partly follows the only known 
consistent extension of the market valuation to insurance 
liabilities, i.e., replicate the insurance cash-flows to the extent 
possible by existing investment instruments with reliable 
market prices, cover the residual risky cashflow on a company 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 











 

 

 

 

 

Question Respondent Comment received IAIS response 

consider the result of the International Association of Actuaries  
"Working Party on Risk Aggregation with Correlation Matrices". 
 
Internal Models (full and partial) must be an integral part of the 
ISC Standard 
- We welcome the proposal to allow firms to use internal 
models to identify their capital requirement subject to suitable 
controls.  
- Internal models are indispensable to realistically reflect the 
risk profile of many IAIGs.  Generally, insurance undertakings 
or groups applying for an internal model must prove that their 
risk profile cannot be realistically covered using the standard 
method, at least partly.  In allowing and providing approval for 
using internal models, supervisory authorities implicitly confirm 
the inadequacy of the standard method for the 
undertaking/group.  Therefore, the option to use internal 
models must be an integral part of ICS as it is indispensable to 
realistically reflect the IAIG's risk profile.   
- To the extent they are used to determine the capital 
requirement, internal models must be eligible for valuation 
purposes, too. It is important to maintain consistency between 
valuation and risk measurement.  
- Moreover, group wide supervisors should not "benchmark" 
internal model results against standard method results.  Such 
comparisons are misleading, as the standard method does not 
realistically reflect the risk profile of the IAIG. Especially, 
corresponding capital floors must not apply as the standard 



 

 

 

 

 

Question Respondent Comment received IAIS response 

method does not realistically reflect the risk profile of the IAIG.  
- Finally, IAIGs that use an internal model should not report 
standard method results.  Such a reporting would be 
misleading for report users, because the standard method does 
not realistically reflect the IAIG's risk profile.  IAIGs should be 
allowed to use their own risk reporting granularity and structure 
as these are best suited to foster a meaningful dialogue about 
their risk situation. 
 
An economically sound and actuarially rigid approach to the 
MOCE must be (re-) established  
- The cost of capital is the only known economically sound and 
actuarially rigid approach to value insurance liabilities that is 
not in contradiction to market values.   
- It accounts for the entire cost of the capital to be held during 
the lifetime of the liability ensuring that the liability is met with a 
defined and prescribed degree of certainty.  
- The definition "A margin that reflects the inherent uncertainty 
in the current estimate." (ICP14 Glossary) resembles a 1960's 
loading concept.  This is an outdated, obsolete concept.  For 
50+ years, modern financial theory has taken a "cost to 
produce or transfer" approach, which leads to the cost of 
capital approach for insurance business.  
- The long-term commitment character of insurance, esp. life 
insurance, can only be properly reflected using a cost of capital 
approach that enables either solvent run-off or transfer to a 
solvent insurer.  The currently proposed technical provisions 



 

 

 

 

 

Question Respondent Comment received IAIS response 

with the ill-defined MOCE are insufficient to protect policy 
holders. 
- The MOCE definition might even incentivise to set up insurers 
as Ponzi schemes, as the definition my make insurers unable 
to go out of business without causing material harm to their 
policyholders. 

3. Do you have 
comments on the 
introduction of a term 
structure of credit 
spreads for discounting? 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe takes note of the 
introduction of a term structure of credit spreads for 
discounting. We refer to the various paper dealing with the 
consequences of discounting with a spread in market-based 
valuation systems, e.g., 
https://www.iaisweb.org/uploads/2022/01/171205-Market-
Adjusted-Valuation-with-Cost-of-Capital-MOCE.pdf 

- About introducing a term 
structure of spreads 
providing benefits: Your 
support for the term 
structure is noted. 
 
- About assessing the 
complexity of the approach 
against its benefits: The 
data collected over the 
monitoring period indicates 
that the current discounting 
approach in the ICS is 
appropriate. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

6. Do you have other 
comments regarding the 
Market-Adjusted 
Valuation? 

Actuarial 
Association of 
Europe 

An economically sound and actuarially rigid approach to the 
MOCE must be (re-) established  
- The cost of capital is the only known economically sound and 
actuarially rigid approach to value insurance liabilities that is 
not in contradiction to market values.   
- It accounts for the entire cost of the capital to be held during 
the lifetime of the liability ensuring that the liability is met with a 
defined and prescribed degree of certainty.  
- The definition "A margin that reflects the inherent uncertainty 
in the current estimate." (ICP14 Glossary) resembles a 1960's 
loading concept.  This is an outdated, obsolete concept.  For 
50+ years, modern financial theory has taken a "cost to 
produce or transfer" approach, which leads to the cost of 
capital approach for insurance business.  
- The long-term commitment character of insurance, esp. life 
insurance, can only be properly reflected using a cost of capital 
approach that enables either solvent run-off or transfer to a 
solvent insurer.  The currently proposed technical provisions 
with the ill-defined MOCE are insufficient to protect policy 
holders. 
- The MOCE definition might even incentivise to set up insurers 
as Ponzi schemes, as the definition my make insurers unable 
to go out of business without causing material harm to their 
policyholders. 

- About MOCE being based 
on cost of capital: The data 
collected over the 
monitoring period supports 
the treatment provided in 
the ICS for MOCE. 
 
- About MOCE calibration 
being too high: The data 
collected over the 
monitoring period supports 
the treatment provided in 
the ICS for MOCE. 













 

 

 

 

 

Question Respondent Comment received IAIS response 

transactions relies on very stringent solo regulation (solo 
regulation that does not consider interest of the wider group). 
Therefore, the down-streamed capital cannot be considered 
available to the group, and thus it cannot be justified for an 
insurer to simultaneously benefit from the group consolidation 
and diversification benefit, while senior debt is considered to be 
eligible capital. 

that can be considered by 
the local supervisor when 
assessing the impact of the 
ICS on their local capital 
frameworks. 

10. Do you have 
comments regarding the 
ICS risks and calculation 
methods? 

Actuarial 
Association of 
Europe 

Internal Models (full and partial) must be an integral part of the 
ISC Standard. 
- We welcome the proposal to allow firms to use internal 
models to identify their capital requirement subject to suitable 
controls.  
- Internal models are indispensable to realistically reflect the 
risk profile of many IAIGs.  Generally, insurance undertakings 
or groups applying for an internal model must prove that their 
risk profile cannot be realistically covered using the standard 
method, at least partly.  In allowing and providing approval for 
using internal models, supervisory authorities implicitly confirm 
the inadequacy of the standard method for the 
undertaking/group.  Therefore, the option to use internal 
models must be an integral part of ICS as it is indispensable to 
realistically reflect the IAIG's risk profile.   
- To the extent they are used to determine the capital 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 







 

 

 

 

 

Question Respondent Comment received IAIS response 

within the ICS approach can result into complexity. 
Regarding lapse risk - The Actuarial Association of Europe 
believes that the current mass lapse stress factors are 
unnecessarily high. High surrenders at a certain moment or 
over a short period are very unlikely, particularly for life 
insurers, because policyholders usually buy life insurance 
products not only for investment purposes but also for 
protection against old-age poverty or of family members in 
case of their own death. 
Reviewability Clauses - We insist that reviewability clauses in 
life insurance contracts are a contractual right of the insurer 
and therefor increase the value of the contract on the insurers 
balance sheet (in case the net position is a liability: decrease 
the liability amount).  Moreover, the risk reducing quality of this 
contractual right must be fully recognizable when determining 
the required capital. 

calibration. When the 
standard method does not 
reflect the IAIG's actual risk 
profile, the ICS allows for 
the use of a (partial) internal 
model to capture 
diversification more 
adequately, subject to the 
GWS approval. 
 
- About mortality risk and 
longevity risk needing 
recognition of offsetting 
effects: Offsetting effects 
recognised in Life risks have 
been limited within HRGs 
since they encompass a 
collection of policies with 
similar characteristics. 
 
- About mortality risk and 
longevity risk needing to be 
mutually exclusive: Since 
mortality rates can be 
affected by intertwined 
factors (eg demographic, 
medical, technological, 



 

 

 

 

 

Question Respondent Comment received IAIS response 

social, or economic 
developments), both 
scenarios may occur 
simultaneously. The Life 
risks correlation matrix is 
introduced to recognise a 
certain diversification effect 
between Mortality and 
Longevity risks. 
 
- About mortality risk and 
longevity risk needing 
opinion about calibration: 
Please refer to the ICS 
calibration document for 
more details about the ICS 
calibration methodology. 
When the standard method 
does not reflect the IAIG's 
actual risk profile, the ICS 
allows for the use of a 
(partial) internal model to 
capture diversification more 
adequately, subject to the 
GWS approval. 
 
- About lapse risk needing 



 

 

 

 

 

Question Respondent Comment received IAIS response 

recalibration for mass lapse 
component: The stress 
factors were initially 
determined based on the 
various solvency 
frameworks of IAIS member 
jurisdictions along with 
expert judgment. 
Subsequently, during field 
testing and monitoring 
period of the ICS, additional 
data collections were carried 
out to review the 
appropriateness of the 
stress factors and update 
the stress factors where 
relevant credible data have 
been received. Please refer 
to the ICS calibration 
document for more details 
about the ICS calibration 
methodology. When the 
standard method does not 
reflect the IAIG's actual risk 
profile, the ICS allows for 
the use of a (partial) internal 
model to capture 



 

 

 

 

 

Question Respondent Comment received IAIS response 

diversification more 
adequately, subject to the 
GWS approval. Specifically, 
on mass lapse, this aspect 
has been investigated 
throughout public 
consultations and data 
collections. The 
differentiation of the stress 
factors by the specified 
geographical segmentation 
in the ICS standard method 
was chosen to strike a 
balance between complexity 
and risk sensitivity. The 
granularity of the 
segmentation has also 
considered the availability of 
data to produce a 
meaningful level of 
calibration. 
 
- About lapse risk needing 
consideration of 
reviewability clauses: 
Review clauses are 
considered in the 



 

 

 

 

 

Question Respondent Comment received IAIS response 

determination of the contract 
boundary, which takes into 
account the rights of the 
IAIG in terminating or 
changing premiums payable 
under its insurance 
contracts on policy 
anniversaries. Those review 
clauses are therefore 
indirectly reflected in the 
capital requirement. 
 
- About morbidity/disability 
risk needing lower level of 
granularity: The design of 
the Morbidity/disability risk 
module is intended to strike 
a balance between 
complexity and risk 
sensitivity. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

18. Do you have 
comments on the 
differentiated treatment 
for investments in 
infrastructure equity? 

Actuarial 
Association of 
Europe 

Care should be taken when including measures such as the 
differentiated treatment for investments as some designs 
create, rather than mitigate, additional solvency volatility for 
insurers by their impact on terms and conditions of available 
investments. 

- About the appropriateness 
of the approach: The 
proposed treatment is based 
on the analysis of data 
series as well as former 
studies on the risk profile of 
infrastructure investments. 
 
- About inconsistencies 
between valuation method 
and calculation of the capital 
requirement: This aspect 
has been investigated 
throughout public 
consultations and data 
collections. The ICS 
treatment aims to strike a 
balance between complexity 
and risk sensitivity. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

19. Do you have 
comments on the 
inclusion of the Equity 
risk counter-cyclical 
measure (NAD)? 

Actuarial 
Association of 
Europe 

Care should be taken when including measures such as the 
counter-cyclical measure that basis risk inherent in some 
designs does not create, rather than mitigate, additional 
solvency volatility for insurers. 

- About basis risk: This 
aspect has been 
investigated as part of the 
finalisation of the ICS. The 
treatment provided in the 
ICS has been deemed 
appropriate. 

24. Do you have 
comments regarding 
Currency risk? 

Actuarial 
Association of 
Europe 

IAIGs' Currency Risk must be measured against the basket of 
currencies in which the extreme loss is expected to occur.   
Only this definition incentivizes the IAIG to invest its capital 
resources in those currencies that are going to be needed to 
cover extreme losses, i.e., the use they are held for.  The 
current method (measuring against the IAIG's reportion 
currency) incentivizes IAIGs to hold all capital resources in 
reporting currency.  This jeopardizes policyholder protection 
systematically. 

- About currency risk being 
measured against a 
currency basket instead of 
the reporting currency: This 
aspect has been 
investigated as part of the 
finalisation of the ICS, but 
such a change was not 
deemed appropriate. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

25. Do you have 
comments regarding 
Asset Concentration 
risk? 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe highlights that the 
approach to asset concentration risk considers the contribution 
of individual counterparties to credit and equity risk charges, 
which is in contrast to the calculation of credit and equity risk 
modules, that operate on a more aggregated level. Thus, a 
certain level of assumptions and loops within the process are 
required. 

- About raising concerns of 
appropriateness: The 
current approach was 
introduced in the 2019 field 
testing to address the 
observation that some 
Volunteer Groups had 
significant counterparty 
exposures. Specifically, 
Volunteer Groups owned 
assets that were highly 
concentrated in the form of 
short-term deposits at 
regulated banks. The 
current approach is intended 
to link the calculation of 
Asset Concentration risk 
(ACR) to the level of credit 
risk underlying the 
investments and to better 
capture the level of 
diversification for a given 
level of assets. The prior 
approach did not factor in all 
assets, only those that 
exceeded certain exposure 



 

 

 

 

 

Question Respondent Comment received IAIS response 

thresholds, and relied on an 
assumption of perfect 
diversification between 
Credit risk and ACR for 
each asset class, which was 
not realistic. Lastly, the 
current approach is intended 
to supplement and not 
overlap with the Credit risk 
or Equity risk charges. 

27. Do you have other 
comments regarding 
Credit risk? 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe suggests the IAIS to 
reconsider its decision to treat internal ratings as non-rated, 
according to point (b) of L2-330, providing the internal rating 
process is well governed. This will serve to reduce reliance on 
external rating agencies, support the development of robust 
internal risk management processes, and promote investment 
in emerging economies and other where ECAI ratings are not 
available. The treatment of internal ratings in combination with 
the very conservative stresses for non-rated credit exposures 
does not reflect the economic reality and leads to an unjustified 
high credit risk charge. 
According to L1-131, there is no recognition of potential 
policyholder participation in the calibration of the credit risk 
charge which can exaggerate the capital requirement for credit 
risk.  
Article L2-304 prescribes that collateral does not offset the 

- About internal ratings: The 
use of internal ratings is 
outside the SOCCA 
framework; however, 
internal ratings can be 
leveraged for use in a 
supervisor-approved internal 
model. 
 
- About effect of the 
collateral for reinsurance 
exposure: The approach 
taken under the ICS 
standard method aims to 
strike a balance between 
complexity and risk 



 

 

 

 

 

Question Respondent Comment received IAIS response 

reinsurance exposure but rather only allows the redistribution 
of the exposure to the credit rating of the collateral rather than 
the reinsurer. It would be more economically accurate to allow 
the collateral to reduce the reinsurance exposure and hence 
the credit risk charge, which is also how it is treated under 
Solvency II. This would be more reflective of the reinsurance 
credit risk than the redistribution approach, which seems 
excessively penal. 

sensitivity. 
 
- About interpretation of 
description about 
management actions: The 
comment is noted. 

28. Do you have 
comments regarding 
Operational risk? 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe notes that the IAIS has 
decided to reflect Operational risk in ICS by imposing factor-
based capital charges. As recognized in IAIS ICP 17.7.4, 
however, operational risk is less readily quantifiable than other 
risks and is subject to data and valuation challenges. In view of 
this ICP 17.7.4 provides for supervisory tools other than 
imposing capital charges to control operational risk. The policy 
choices currently granted by ICP 17.7.4 should be reflected in 
the ICS in order to enable national competent authorities to 
ensure consistency between IAIGs and non-IAIG insurance 
undertakings.  
While always arbitrary to some extent, the Actuarial 
Association of Europe believes that compared to other 
frameworks and under the premise that this is the way a 
jurisdiction chooses to supervise operational risk, the overall 
approach for the calculation of operational risk is reasonable. 

- About a principle-based 
operational risk: For the 
ICS, the choice has been 
made to provide simple and 
prescriptive instructions. 
This is therefore the case for 
operational risk calculation. 
This is deemed appropriate 
for the purpose of a global 
standard for IAIGs. 
 
- About possible better risk 
indicators: The chosen 
indicators are deemed to be 
correct for the purpose of 
operational risk calculation. 





 

 

 

 

 

Question Respondent Comment received IAIS response 

the International Association of Actuaries  "Working Party on 
Risk Aggregation with Correlation Matrices". They show clearly 
that dependent on marginal distributions and copulas involved, 
the linear correlations to be put into the standard methods' 
correlation matrix may differ by a factor 2.   
- More specifically, 25% correlation for normal margins and 
copula produces the same effect as 12% correlation for more 
extreme (skewed) margins and copulas (more tail 
dependence).  This indicates that applying a one size fits all 
correlation approach is materially inappropriate in the context 
of insurers risk absorbing the tail risks on this planet.  
- The Actuarial Association of Europe urges the IAIS to fully 
consider the result of the International Association of Actuaries  
"Working Party on Risk Aggregation with Correlation Matrices". 

35. Do you have other 
comments regarding 
tax? 

Actuarial 
Association of 
Europe 

According to L1-149, the calculation of Deferred Tax Assets is 
based on the GAAP balance sheet. While L2-348 implies that 
the MOCE results in a DTA, it is unclear whether the DTA 
resulting from the corresponding item on the GAAP balance 
sheet (e. g., in IFRS) is removed. If not, this would exaggerate 
the DTA value. It should be made clear that the Deferred Tax 
Assets and Liabilities are based on valuation and income 
differences between the ICS and the underlying tax balance 
sheets. We suggest clarifying that article L1-149 refers to the 
tax balance sheet as the starting point of the DTA calculation. 
Moreover, when the definition of the MOCE is reverted to a 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 







 

 

 

 

 

Question Respondent Comment received IAIS response 

part of all kinds of technical provisions.  In view of this, L1-154 
should be amended in a way that i) group-wide supervisors can 
authorise the use of internal models for the determination of the 
balance sheet and more generally the capital resources and ii) 
GWSs should ensure consistency between the approaches 
used for the determination of capital requirements and the 
balance sheet (and more generally the capital resources) 
rather than comparing the balance sheet as per the internal 
model with the one according to the ICS standard method. 

modified to - Whenever 
internal models are allowed 
as an Other Method for 
calculating the ICS capital 
requirement, the group-wide 
supervisor (GWS) considers 
how the balance sheet, 
used within the internal 
model, complies with the 
requirements for the 
calculation of the balance 
sheet in the standard 
method, currently set out 
within section 5 on Market-
Adjusted Valuation. In doing 
so, the group-wide 
supervisor (GWS) should 
ensure consistency between 
the approaches used for the 
determination of capital 
requirements and capital 
resources. L2-393 has been 
modified to - The 
methodology to calculate 
the ICS capital requirement 
is consistent with the 
methods to calculate the 



 

 

 

 

 

Question Respondent Comment received IAIS response 

ICS balance sheet. The 
initial balance sheet of the 
internal model reconciles 
with the ICS balance sheet. 

39. Do you have 
comments on the 
general provisions on 
the use of an internal 
model to determine 
regulatory capital 
requirements (section 
9.4.2)? 

Actuarial 
Association of 
Europe 

Internal Models (full and partial) must be an integral part of the 
ISC Standard 
- We welcome the proposal to allow firms to use internal 
models to identify their capital requirement subject to suitable 
controls.  
- Internal models are indispensable to realistically reflect the 
risk profile of many IAIGs.  Generally, insurance undertakings 
or groups applying for an internal model must prove that their 
risk profile cannot be realistically covered using the standard 
method, at least partly.  In allowing and providing approval for 
using internal models, supervisory authorities implicitly confirm 
the inadequacy of the standard method for the 
undertaking/group.  Therefore, the option to use internal 
models must be an integral part of ICS as it is indispensable to 
realistically reflect the IAIG's risk profile.   
- To the extent they are used to determine the capital 

- About general support of 
the use of IM to determine 
regulatory capital 
requirements: Your support 
of the use of IM to 
determine regulatory capital 
requirements is noted. 
 
- About opposition to the 
use of standard method 
(SM) information in the 
internal model review 
process (L2-371): Feedback 
and data collected over the 
monitoring period show that 
this information can be 











 

 

 

 

 

Question Respondent Comment received IAIS response 

44. Do you have 
additional comments on 
the ICS? 

Actuarial 
Association of 
Europe 

See the comments to Question 1 Noted. 

52. Do you anticipate 
that any reduction in 
product availability from 
IAIGs could be filled by 
other market 
participants? If so, 
please explain the 
potential impacts. 

Actuarial 
Association of 
Europe 

An economically sound and actuarially rigid approach to the 
MOCE must be (re-) established.  Else in jurisdiction without an 
economically sound and actuarially rigid cost of capital 
approach, weak and under-reserved products may be 
incentivised.  These products may replace or hinder the 
development of sound value for money products. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

54. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the long-term 
strategy of IAIGs? If so, 
please explain the 
potential impacts. 

Actuarial 
Association of 
Europe 

See question 52. Please see ICS Economic 
Impact Assessment report 

55. Do you anticipate 
that the implementation 
of the ICS could lead to 
a change in the risk 
sensitivity of the 
solvency position of 
IAIGs? If so, please 
explain the potential 
impacts. 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe warns to introduce an ICS 
Standard without internal models.  Else the reported risk 
sensitivity of the solvency position of IAIGs might be impacted 
materially. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

64. Do you anticipate 
any benefits to the 
business model of IAIGs 
as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
benefits. 

Actuarial 
Association of 
Europe 

The Actuarial Association of Europe believes that a globally 
accepted standard, if implemented in all jurisdictions to the 
same high degree and thus enabling consistent comparisons 
across IAIGs from various jurisdictions, would be beneficial to 
policyholders, IAIGs, supervisors, report users, and the wider 
economy. 

Please see ICS Economic 
Impact Assessment report 

74. Do you anticipate 
any specific benefits to 
the insurance market or 
broader financial 
markets as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
benefits. 

Actuarial 
Association of 
Europe 

See answer 64. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

1. Do you have 
comments regarding the 
general guiding 
principles of the ICS? 

American 
Council of Life 
Insurers (ACLI) 

The IAIS has acknowledged Proportionality is a key principle 
underlying the development and implementation of the ICS. In 
application, however, the calculation procedures and valuation 
protocols underlying the application of the ICS remain unduly 
prescriptive and complex. Consequently, adherence to the 
proportionality principle has not been achieved.  
 
While the ICS has been under development for many years, to 
date the IAIS has not provided comprehensive explanations of 
the technical considerations underlying the approach and 
supporting calibrations.  Given the material impacts the ICS 
can have on the insurance sector, and already is in some 
jurisdictions, the IAIS should publish this information and 
provide stakeholders time to provide feedback before finalizing 
the framework. 
 
The ICS assumes that Group Capital resources are readily 
transferable among, entities within a group, as necessary. This 
presumes that regime supervisors are fully accommodating 
with respect to movement of capital and fails to recognize 
potential restrictions on capital transfers they may impose or 
other limitations that could impede fungibility. This assumption 
may result in the ICS delivering false risk signaling that is 
detrimental to stakeholders, including policyholders. The IAIS 
should clearly address the appropriateness of this assumption 
before the framework is finalized. The principles continue to 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

reference G-SIIs and policy measures the IAIS has long moved 
away from with implementation of the Holistic Framework. 
These references and Principle 3 should be removed. 
 
The IAIS must explain how application of the ICS contributes to 
a level playing field (Principle 5). We believe applying a capital 
requirement that does not account for specificities of 
jurisdictional insurance markets to a subset of insurers would 
instead create an unlevel playing field and result in negative 
unintended consequences. 

2. Do you have 
comments regarding the 
perimeter of the ICS 
calculation? 

American 
Council of Life 
Insurers (ACLI) 

The perspective put forth with respect to the Perimeter of the 
ICS Calculation that all legal entities within the IAIG be 
considered is reasonable. 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

3. Do you have 
comments on the 
introduction of a term 
structure of credit 
spreads for discounting? 

American 
Council of Life 
Insurers (ACLI) 

The inclusion of an Introduction of a Term Structure of Credit 
Spreads for Discounting is a positive development that ACLI is 
supportive of. 

- About introducing a term 
structure of spreads 
providing benefits: Your 
support for the term 
structure is noted. 

4. Do you have 
comments on the 
revised eligibility criteria 
for the Middle Bucket? 

American 
Council of Life 
Insurers (ACLI) 

The revisions improve the potential for reasonably matched 
products to obtain middle bucket treatment, but some of the 
criteria are redundant or overly conservative and may produce 
unstable results in changing market conditions (such as a 
significantly increased rate environment which has not been 
experienced until now through the ICS development process). 
 
The contracts underlying the liabilities do not include future 
premiums or include only future premiums that are 
contractually fixed or are at the discretion of the IAIG. 
Policyholder options to pay additional future premiums do not 
disqualify these liabilities from the Middle Bucket, but all 
corresponding cash flows that are not at the discretion of the 
IAIG must be unbundled and are subject to the General 
Bucket. Our understanding is that the additional language 
added is meant to encompass paid-up additions that result 

- About support for criterion 
D changes: Your support of 
the changes to criterion D is 
noted. 
 
- About support for criterion 
E changes: Criterion E has 
been further clarified to 
ensure a clear 
understanding of future 
premiums and their 
treatment within the middle 
bucket. 
 
- About unbundling of 
discretionary future 





 

 

 

 

 

Question Respondent Comment received IAIS response 

discount rates and therefore 
was not deemed 
appropriate. 
 
- About setting criterion C at 
10%: Changes to criteria B, 
C, and D were investigated 
as part of the finalisation of 
the ICS but did not provide a 
sufficient level of prudence 
when using higher discount 
rates and therefore were not 
deemed appropriate. 
 
- About clarifying premium 
at IAIG discretion in criterion 
E: Criterion E has been 
revised to clarify the 
treatment of premiums at 
the discretion of the IAIG 
within the middle bucket. 











 

 

 

 

 

Question Respondent Comment received IAIS response 

instruments compliant with 
ICS requirements. 

8. Do you have 
comments on the 
introduction of a limit on 
non-controlling interests, 
such as the one 
specified in section 
6.4.4? 

American 
Council of Life 
Insurers (ACLI) 

Beyond the IAIS limit NCI are deducted from capital resources. 
 
The linkage between the non-controlling interest generated by 
the legal entity based on the contribution of the legal entity 
should be enhanced to include an examination of the type, 
quality, and availability of the resources. 

- About needing greater 
granularity: The intention of 
the IAIS is to reduce the 
implementation burden by 
not requiring additional 
granular data on non-
controlling interests. 











 

 

 

 

 

Question Respondent Comment received IAIS response 

standard method does not 
reflect the IAIG's actual risk 
profile, the ICS allows for 
the use of a (partial) internal 
model to capture 
diversification more 
adequately, subject to the 
GWS approval. 
 
- About lapse risk needing 
recalibration for mass lapse 
component: The stress 
factors were initially 
determined based on the 
various solvency 
frameworks of IAIS member 
jurisdictions along with 
expert judgment. 
Subsequently, during field 
testing and monitoring 
period of the ICS, additional 
data collections were carried 
out to review the 
appropriateness of the 
stress factors and update 
the stress factors where 
relevant credible data have 



 

 

 

 

 

Question Respondent Comment received IAIS response 

been received. Please refer 
to the ICS calibration 
document for more details 
about the ICS calibration 
methodology. When the 
standard method does not 
reflect the IAIG's actual risk 
profile, the ICS allows for 
the use of a (partial) internal 
model to capture 
diversification more 
adequately, subject to the 
GWS approval. Specifically, 
on mass lapse, this aspect 
has been investigated 
throughout public 
consultations and data 
collections. The 
differentiation of the stress 
factors by the specified 
geographical segmentation 
in the ICS standard method 
was chosen to strike a 
balance between complexity 
and risk sensitivity. The 
granularity of the 
segmentation has also 



 

 

 

 

 

Question Respondent Comment received IAIS response 

considered the availability of 
data to produce a 
meaningful level of 
calibration. 
 
- About lapse risk needing 
geographic diversification 
for insurance risk: The 
geographical segmentation 
of stress factors in the 
standard method of the ICS 
was chosen to strike a 
balance between complexity 
and risk sensitivity. There is 
limited data to produce a 
meaningful calibration of 
diversification effects across 
geographical areas. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

13. Do you have 
comments regarding the 
calculation of the Non-
life risk charges? 

American 
Council of Life 
Insurers (ACLI) 

Diversification benefits and corresponding interactions between 
risks are hard to evaluate for IAIGs with different exposure to 
products and investments across various jurisdictions via an 
application of a standard model. 
 
Greater transparency regarding the level of diversification 
benefits should be provided with respect to regional and 
product considerations. 

- About the need for clarity 
on geographical 
diversification: Please refer 
to the ICS calibration 
document for more details 
about the ICS calibration 
methodology. 

14. Do you have 
comments regarding the 
calculation of the 
Catastrophe risk 
charges? 

American 
Council of Life 
Insurers (ACLI) 

Vendor models can be used for natural catastrophes.  
 
The analysis should be expanded to include the use of vendor 
models for catastrophe events relating to mortality and 
morbidity events and well as man-made catastrophes when a 
group has significant exposure. 

- About other CAT models: 
With regard to the use of 
vendor models for 
catastrophe events relating 
to mortality and morbidity 
events as well as man-made 
catastrophes when a group 
has significant exposure, 
this aspect has been 
investigated throughout 
public consultations and 
data collections but is not 
appropriate to strike the 
right balance between 



 

 

 

 

 

Question Respondent Comment received IAIS response 

complexity and risk 
sensitivity of the ICS. 

15. Do you have 
comments regarding the 
list of market risks 
considered in the ICS, 
the general principles to 
calculate them and the 
way to aggregate them? 

American 
Council of Life 
Insurers (ACLI) 

Static and dynamic hedging programs are recognized as a 
valuable risk assessment and management tools within the 
global insurance industry.  
 
Dynamic hedging is especially valuable to insurers writing 
variable annuity and indexed annuity contracts where the 
dynamic hedging is used to mitigate equity investment risk and 
serves to the support risk mitigation approaches currently used 
in local authorities or internally within insurance groups.  Such 
programs provide strong support for reducing exposure to 
market risk. 
 
Consideration needs to be given for incorporating a mechanism 
to assess the risk mitigation properties of dynamic hedging 
programs and its effectiveness for the purposes of evaluating 
solvency and capital. 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

 
It is recognized that a dynamic hedging program cannot be 
addressed in the standard formula. 
 
Consequently, an alternative mechanism for evaluating 
reductions in required capital based on the application of a 
dynamic hedging program needs to be developed and 
implemented. Approaches could include but not be limited to 
approval by the jurisdictional supervisor and use of an internal 
model. 

16. Do you have 
comments regarding the 
Interest Rate risk? 

American 
Council of Life 
Insurers (ACLI) 

The approach for evaluating interest rate risk is unduly 
complicated, hard to understand and difficult to interpret.   
 
Based on the information provided, the interest rate shocks 
appear to be based on an application of a normal distribution 
which assumes symmetry between up and down movements 
and shocks. This may result in stressed results inconsistent 
with existing and potential market outcomes. Combining the 
impacts of a number of scenarios does not reflect a potential 
real world economic outcome and incorporates additional 
difficulty with respect to understanding and assessing interest 
rate risk. 
 
The stress on the Long-Term Forward Rate (LTFR) should be 
eliminated, or limited to at most 15 basis points, in line with the 
cap the IAIS has established for maximum changes to the 

- About LTFR not being 
stressed, 10% shock 
exceeding max 15 bp 
change: The maximum 
stress of the LTFR has been 
limited to the maximum 
year-over-year change of 
the LTFR with respect to the 
base risk-free yield curve, 
as specified for Market 
Adjusted Valuation. Please 
refer to the ICS calibration 
document for more details 
about the ICS calibration 
methodology. 
 



 

 

 

 

 

Question Respondent Comment received IAIS response 

LTFR in a year. Contrary to one of the fundamental design 
principles of the ICS, the LTFR stress is not based on a one-
year market-based VaR, but rather a regulatory judgment that 
is inconsistent with judgement applied in the framework for the 
same component.   
 
Further, the approach the ICS employs is highly procyclical.  
We believe the IAIS should introduce a counter-cyclical 
measure for interest rate risk as it has done for equity risk or 
explain why it feels such a modification is not warranted and 
why the volatility the current approach gives rise to is 
appropriate for supervisors, policyholders, other stakeholders, 
and financial stability. 

- About IRR approach being 
complicated and symmetry 
between up and down 
shocks potentially being 
inconsistent with market 
outcomes: Please refer to 
the ICS calibration 
document for more details 
about the ICS calibration 
methodology. With regard to 
the design of the scenarios, 
this aspect has been 
investigated throughout 
public consultations and 
data collections but is not 
appropriate to strike the 
right balance between 
complexity and risk 
sensitivity of the ICS. 
 
- About LTFR shock 
needing elimination or 
limitation to 15 bp and 
adding a counter-cyclical 
measure to IRR: The 
maximum stress of the 
LTFR has been limited to 



 

 

 

 

 

Question Respondent Comment received IAIS response 

the maximum year-over-
year change of the LTFR 
with respect to the base 
risk-free yield curve, as 
specified for Market 
Adjusted Valuation. 

17. Do you have 
comments regarding the 
Non-Default Spread 
risk? 

American 
Council of Life 
Insurers (ACLI) 

As a general point, we continue to believe non-default spread 
risk is not a relevant risk for life insurers given their long 
investment horizon, their buy and hold investment strategy, and 
short-lived nature of spread fluctuations.  
 
To the extent it is retained, the approach proposed for the 
Candidate ICS should be subjected to further field testing over 
a range of economic scenarios including those when spreads 
widen significantly to determine if it is fit for purpose.  
 
In addition, it is unclear as to how the non-default spread risk is 
contemplated to complement the modulation factor. 

- About modulation factor 
potentially distorting the 
NDSR result: With regard to 
potential interaction 
between the modulation 
factor and NDSR, the data 
collected and analysis 
conducted over the 
monitoring period supports 
the treatment provided in 
the ICS. The modulation 
factor has been revised with 
regard to extrapolation to 
reduce potential unexpected 
interactions with NDSR. The 
overall approach is 



 

 

 

 

 

Question Respondent Comment received IAIS response 

appropriate to strike the 
right balance between 
complexity and risk 
sensitivity of the ICS. 
 
- About unclear rationale for 
NDSR: With regard to the 
rationale of NDSR, the data 
collected over the 
monitoring period supports 
the treatment provided in 
the ICS. To avoid potential 
procyclicality, the upstress 
was revised to include a 150 
bp cap on the spread 
movement. 

18. Do you have 
comments on the 
differentiated treatment 
for investments in 
infrastructure equity? 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

- About the absence of 
comment / the non-
materiality of this subject: 
With regard to the 
differentiated treatment for 
investments in infrastructure 
equity, it is noted that no 
granular enough information 
is available so you can 





 

 

 

 

 

Question Respondent Comment received IAIS response 

 
As a result, it is important to gain further understanding as to 
whether testing of the application of the formula and key 
parameters was conducted and if the results were seen to be 
consistent with the primary objective of creating a measure that 
would reduce significant counter cyclical trading activity. In 
addition, a supportable result may not be achieved because the 
categories listed (developed, emerging and other) are too 
crude. A consideration may be that the group wide supervisor 
would be in the best position to specify the indexes to be used 
rather than attempting to use crude set of categories. 

However, some risks would 
be more difficult to address 
with a simple methodology 
as the population of IAIGs 
react differently to steep 
market movements. The 
NAD for equity risk is 
deemed efficient and yet 
simple enough to be applied 
consistently by all IAIGs. 
 
- About NAD formula: 
Please refer to the ICS 
calibration document for 
more details about the ICS 
calibration methodology. 

20. Do you have 
comments on the 
proposed design of the 
Equity risk counter-
cyclical measure? 

American 
Council of Life 
Insurers (ACLI) 

See response to question 19. Noted. 





 

 

 

 

 

Question Respondent Comment received IAIS response 

23. Do you have 
comments regarding 
Real Estate risk? 

American 
Council of Life 
Insurers (ACLI) 

The real estate risk charge should differentiate between held 
real estate and other categories of real estate. 
 
Support should be provided for the 25% stress factor as it 
seems high in relation to historical volatility in market prices. 

- About shock level for real 
estate assets: The 
calibration of the stress 
factor has been investigated 
throughout several public 
consultations and data 
collections.Please refer to 
the ICS calibration 
document for more details 
about the ICS calibration 
methodology. 
 
- About shock category for 
real estate assets: The 
current design aims to strike 
a balance between 
complexity and risk 
sensitivity. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

24. Do you have 
comments regarding 
Currency risk? 

American 
Council of Life 
Insurers (ACLI) 

ACLI does not support the inclusion of currency risk within the 
ICS. The currency risk exposure for an insurer is largely a 
result of the currency translation risk relating to subsidiaries 
conducting business in foreign currency.  
 
Currency translation does not impact policyholder protection. 
Movements in exchange rates for currency translation from a 
local currency to the group reporting currency have no bearing 
on the ability to meet policyholder liabilities, as those liabilities 
must be satisfied by the local business unit. 
 
A group should protect all policyholders equally. A requirement 
to hold additional capital for this risk would imply that the 
purpose of group capital (in addition to legal entity 
requirements) is to provide protection that skews toward 
policyholders who are in the jurisdiction of the home currency. 

- About currency translation 
risk being exempted: This 
aspect has been 
investigated as part of the 
finalisation of the ICS, but 
such a change was not 
deemed appropriate. When 
facing negative exchange 
rate movements, a currency 
mismatch may affect the 
capital resources of an IAIG. 





 

 

 

 

 

Question Respondent Comment received IAIS response 

27. Do you have other 
comments regarding 
Credit risk? 

American 
Council of Life 
Insurers (ACLI) 

External ratings are not always readily available. In such cases, 
treatment as unrated can be punitive. The approach for 
assessing credit risk should permit the use of supervisor 
assessment and /or internal ratings when there is recognition of 
a robust risk management framework. 
 
Anticipated management actions that serve to support sound 
risk management and reduce the potential for litigation should 
be recognized consistent with ICS Principle 1 which requires 
the recognition of risk mitigation techniques.  
 
As there is a stated objective of recognizing the effect of risk 
mitigation techniques to promote good risk management, all 
management actions that support sound risk management 
should be recognized in the ICS. These would include limited 
premium adjustments on guaranteed renewable health 
insurance products, dynamic pricing, applications of market 
value adjustments and dynamic hedging strategies. 
 
As it stands now, the Candidate ICS confines management 
actions to discretionary benefits for participating products which 
is too narrow of a restriction. 

- About internal ratings: The 
use of internal ratings is 
outside the SOCCA 
framework; however, 
internal ratings can be 
leveraged for use in a 
supervisor-approved internal 
model. 
 
- About management action: 
The approach taken under 
the ICS standard method 
aims to strike a balance 
between complexity and risk 
sensitivity. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

28. Do you have 
comments regarding 
Operational risk? 

American 
Council of Life 
Insurers (ACLI) 

There are additional considerations beyond size (GWP and 
change in GWP) that contribute to operational risk including 
jurisdictions, infrastructure, reputation, processes, systems, 
leadership, and governance. 
 
Further support and explanation should be provided for the 
derivation of the operational risk factors. 

- About calibration 
methodology: Please refer 
to the ICS calibration 
document for more details 
about the ICS calibration 
methodology. 
 
- About operational risk 
being too simple: The 
current methodology is 
assumed to strike the right 
balance between complexity 
and risk sensitivity. 

29. Do you have 
comments regarding the 
aggregation / 
diversification of ICS risk 
charges? 

American 
Council of Life 
Insurers (ACLI) 

Consistent with the goal of transparency, the IAIS should 
provide support for all of the factors and parameters pertinent 
to the aggregation and diversification of ICS risk charges. It is 
unclear as to whether factors applied to Premium and Claims 
Reserve exposures properly capture the unexpected loss, at a 
99.5% VaR over a one-year time horizon for each segment. 
 
Geographic diversification should be recognized in the 
aggregation of insurance risk charges (mortality, longevity, 
lapse, and expense). The assumption that these risk 
considerations are perfectly correlated across various diverse 
geographies is not evidence based. 

- About transparency on the 
calibration: Please refer to 
the ICS calibration 
document for more details 
about the ICS calibration 
methodology. 
 
- About geographical 
diversifications: The 
approach already 
recognises geographical 
diversification within non-life 



 

 

 

 

 

Question Respondent Comment received IAIS response 

 
Additional information should be provided regarding the source, 
development, calibration and initial testing of the factors and 
correlation matrix and how it has been substantiated that the 
individual risk distributions and overall summary result achieve 
the target 99.5% VaR intended outcome. 
 
Relying on a single risk metric (VaR) that is highly sensitive to 
underlying assumptions and parameters will result in an 
incomplete solvency assessment.  
 
Further, consideration should also be given to other tools that 
exist such as company level risk-based capital standards and 
assessments, financial and market conduct examinations, 
investment guidance & limitations, licensing authorities, and a 
resolution framework. 

risks. Regarding life risks, 
please refer to the life risks 
section of this document. 

30. Do you have 
comments regarding the 
optionality given to 
group-wide supervisors 
to require a calculation 
based on the Basel III 
approach for calculating 
risk charges for non-

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

insurance non-banks 
financial entities? 

31. Do you have 
comments regarding the 
optionality given to 
group-wide supervisors 
to require an additional 
risk charge for non-
insurance, non-bank 
financial entities without 
a sectoral capital 
requirement where an 
operational risk charge 
would not capture all 
material risks? 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

32. Do you have other 
comments regarding 
non-insurance risk 
charges? 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Noted. 

33. Do you have 
comments regarding the 
use of a simplified 
utilisation approach for 
tax? 

American 
Council of Life 
Insurers (ACLI) 

The previous approach was overly complex and suggested a 
false sense of precision.  
 
An accurate evaluation requires a bottom-up jurisdictional 
based approach. 
 
However, given the ICS is a consolidated approach that is 
divorced from jurisdictional solvency frameworks and tax 
regimes, movement toward a more simplified approach is 
appropriate. The retention of a 20% haircut to the tax offset to 
required capital adds a completely arbitrary layer of 
conservatism on top of those that exist in other components of 
the ICS and should be removed. 

- About 20% haircut needing 
removal: The 80% factor is 
meant to reflect that not all 
net operating losses under 
stress conditions would be 
able to be utilised due to the 
impact of the stress on 
future taxable income. The 
amount represents an 
average utilisation that was 
observed during the 
monitoring period. 
 
- About support for 
simplified approach: The 
IAIS takes note of your 



 

 

 

 

 

Question Respondent Comment received IAIS response 

support for the simplified 
utilisation approach for tax. 

34. Do you have 
comments regarding the 
option given to the 
supervisor to require a 
more complex approach 
for tax? 

American 
Council of Life 
Insurers (ACLI) 

We support the IAIS expressly recognizing that elements of the 
ICS may not be appropriate for a jurisdiction and jurisdictional 
supervisors have the option to employ alternative methods that 
will result in better assessments of risk and solvency, and 
therefore, better outcomes for policyholders and other 
stakeholders. 

- About support for allowing 
GWS to employ alternate 
methods: This is the 
specified approach under 
the standard method. A full 
internal model can be 
developed to calculate a 
post-tax capital requirement. 





 

 

 

 

 

Question Respondent Comment received IAIS response 

global insurance industry, and we view these conclusions as 
evidence of jurisdictional bias. 
 
Dynamic hedging is especially valuable to insurers writing 
variable annuity and indexed annuity contracts where the 
dynamic hedging is used to mitigate equity investment risk and 
serves to the support risk mitigation approaches currently used 
in local authorities or internally within insurance groups.   
 
Future IAIS work on the ICS should give due consideration to 
dynamic hedging. 
 
In addition, it is unclear as to whether partial internal models 
approved by the supervisor could be utilized and whether they 
would be subject to additional approval. Additional guidance 
should be provided. 

37. Do you have 
comments regarding 
SOCCA processes? 

American 
Council of Life 
Insurers (ACLI) 

Given that SOCCA is an independent and objective process 
and deemed suitable for regulatory purposes, it is unclear as to 
why it applies only to unrated exposures within the ICS. We 
believe it should be applicable to all instruments which it rates. 

- About wider application of 
SOCCA: This aspect has 
been investigated as part of 
the finalisation of the ICS, 
but was not deemed 
appropriate. The aim of 
including SOCCA processes 
in the ICS is to provide 
jurisdictions with the ability 
to assess more appropriate 



 

 

 

 

 

Question Respondent Comment received IAIS response 

Credit risk charges for 
unrated exposures, while 
providing a consistent 
treatment for investments 
that have external ratings. 
Taking such an approach 
ensures that there is no 
disadvantage to IAIGs in the 
application of SOCCA under 
the ICS across all 
exposures, both rated and 
unrated. 

38. Do you have 
comments on the overall 
requirements (section 
9.4.1)? 

American 
Council of Life 
Insurers (ACLI) 

Internal models for regulatory capital purposes, while 
recognized in ICP 17, do not have uniform or widespread 
adoption amongst jurisdictional insurance supervisors. Thus, it 
should give pause that the internal models approach, which is 
wholly novel for the ICS, has been added so close to the end of 
the ICS monitoring period. The IAIS should consider the 
implications of recognizing the internal models approach within 
the ICS relative to the rigorous and lengthy assessment to 
which the Aggregation Method has been subjected in order to 
be deemed comparable to the ICS. 
 
That said, internal models are a well-established risk 
management and capital measurement tool. Supervisory 
review, and transparent approval are important considerations 

- About recognition of 
internal models (IM) in ICS 
being welcome: Your 
support of the use of IM to 
determine regulatory capital 
requirements is noted. 
 
- About use of standard 
method (SM) results: 
Feedback and data 
collected over the 
monitoring period show that 
this information can be 
useful for the supervisor. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

for prudent implementation. 
 
The development of an internal model (full or partial) can 
provide a solution that not only better reflects the companys 
risk profile but removes some of the ambiguity and uncertainty 
around the assumptions and parameters underlying an 
application the standard formula. 
 
While internal models may rely on differing approaches and 
metrics, reasonability in assessing capital adequacy under an 
internal model should be a guiding principle and not strict 
adherence with a standard calculation method or prescribed 
metric. 
 
It should be recognized that internal models may rely on 
different parameters than the ICS standard method and that 
the ICS standard method is not necessarily an appropriate 
benchmark for internal model capital requirements. 

 
- About appetite to add IM in 
the comparability 
assessment: This is an 
implementation and 
assessment topic. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

39. Do you have 
comments on the 
general provisions on 
the use of an internal 
model to determine 
regulatory capital 
requirements (section 
9.4.2)? 

American 
Council of Life 
Insurers (ACLI) 

Work done by jurisdictional supervisors which serves to reflect 
the uniqueness of jurisdictional requirements should be a key 
measure of support for a group level review. 

- About importance of 
jurisdictional requirements 
uniqueness not being 
enough accounted for: With 
regards to jurisdictional 
requirements uniqueness, 
the data and feedback 
collected over the 
monitoring period show that 
the treatment provided in 
the ICS is appropriate. 

40. Do you have 
comments on the criteria 
for internal model 
approval (section 
9.4.3)? 

American 
Council of Life 
Insurers (ACLI) 

Internal models that have previously been approved by a 
jurisdictional supervisor should be granted approval by the 
group supervisor, subject to demonstrating that the ICS 
balance sheet is appropriately reflected in those models. 

- About already approved 
internal models: The ICS 
constitutes the minimum 
standard to be achieved and 
GWS should implement or 
propose to implement it 
locally. Depending on the 
local regime, a new internal 
model approval could be 
needed but it might not be 
the case. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

41. Do you have 
comments on the 
additional 
considerations (section 
9.4.4)? 

American 
Council of Life 
Insurers (ACLI) 

Based on the criteria established in the guidance for internal 
model approval, it can be expected that approval of an internal 
model will be a lengthy process. During the period the internal 
model is subject to review and consultation, it is unclear as to 
how the group needs to calculate its PCR. Will there be latitude 
granted for using an internal model on a provisional basis? If 
during the interim period, the IAIG must calculate its PCR using 
the standard model, such an approach would require significant 
additional time and resources. 
 
Additional perspective and guidance should be provided. 

- About PCR during the 
period of internal model 
approval process: An 
internal model cannot be 
used until approved. 
Therefore, the standard 
method is used during the 
approval process. 

42. Do you have 
comments on the 
general provisions on 
the use of partial internal 
models (PIM) (section 
9.4.5)? 

American 
Council of Life 
Insurers (ACLI) 

Internal models that have previously been approved by a 
jurisdictional supervisor that are to be used as partial internal 
models should be granted approval by the group supervisor 
based on an expedited review process that appropriately 
reflects the ICS balance sheet. 

- About supporting swift 
approval of internal models 
previously approved by 
jurisdictional supervisors 
and used as partial internal 
models: This is an 
implementation topic. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

43. Do you have other 
comments regarding the 
use of internal models? 

American 
Council of Life 
Insurers (ACLI) 

There should be a mechanism for implementing simplifications 
and   applying a proportionality approach that reflects risk 
exposures of the insurer so long as the required tests are 
satisfied. 

- About inclusion of a 
mechanism for 
implementing simplifications 
and proportionality: 
Mechanisms such as 
proportionality are already in 
place and not ICS-specific. 

44. Do you have 
additional comments on 
the ICS? 

American 
Council of Life 
Insurers (ACLI) 

In general, the ICS is a prescriptive method based on many 
parameters and assumptions which require additional and 
ongoing testing. 
 
A single one-year summary risk metric (VaR) is used to assess 
capital adequacy. 
 
This exposes the capital system to the risk of mismeasurement 
should the VaR metric not be calibrated appropriately. 
 
Additional work should be done to improve the design of the 
ICS so that it more appropriately reflects the unique business 
model of insurers offering a wide range of products across a 
large number of insurance markets. 
 
Relying on a single metric fails to capture additional key 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

elements of a sound regulatory system, including but not 
limited to licensing requirements, annual reporting, financial & 
market conduct examinations and jurisdictional risk-based 
capital regimes.   
 
Despite improvement over time, we continue to believe the ICS 
is deeply flawed and produces flawed measurement and 
signaling of risks.  These shortcomings are most pronounced 
for the type of long-duration liabilities that are prevalent in 
markets like the U.S. As noted in our responses to questions 
included in the consultation, we believe improvements are 
needed across multiple elements of the framework. Absent 
improvement, the ICS would negatively impact the insurance 
sector by creating a disincentive for offering consumers long-
term protection products, and thereby exacerbate the 
protection gaps society is facing. 
 
The IAIS should take steps to better balance the role its 
guidance on group capital plays relative to ComFrame and the 
ICPs, the latter of which more appropriately recognize the 
heterogeneity of the insurance sector and better promote 
solvency and enhance policyholder protection.  
 
In light of these considerations, ACLI continues to support the 
AM and its ability to produce an appropriate measure of group 
capital adequacy, which is in line with the intent of the ICS and 
the ICS principles. Based on existing legal entity building 







 

 

 

 

 

Question Respondent Comment received IAIS response 

47. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the range of 
product features 
available in the market 
(for example investment 
guarantees? If so, 
please explain the 
potential impacts. 

American 
Council of Life 
Insurers (ACLI) 

Yes, as noted in our responses to questions 45 and 46, we 
would ex anticipate the ICS having a negative impact in 
markets where long-term insurance and retirement products 
are offered. 

Please see ICS Economic 
Impact Assessment report 

48. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the duration of 
products written (eg 
offering products with 
shorter-term 
guarantees)? If so, 
please describe the 
products that might be 
affected and the 
potential impacts. 

American 
Council of Life 
Insurers (ACLI) 

Where applied, the ICS will have a punitive impact on long term 
products offered by insurers. Thus, we anticipate a migration to 
products that are shorter duration and require customers to 
retain greater amounts of economic risk. Such changes would 
have deleterious effects on society. 

Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

50. Do you anticipate 
the implementation of 
the ICS requiring 
changes to risk appetite 
of IAIGs? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

See our responses to questions 45 through 48. Please see ICS Economic 
Impact Assessment report 

51. Do you anticipate 
any circumstances in 
which the 
implementation of the 
ICS might create or help 
resolve protection gaps 
(eg due to changes in 
product availability)? If 
so, please explain the 
potential impacts. 

American 
Council of Life 
Insurers (ACLI) 

As noted in our response to questions 45 through 48, we 
believe that the ICS would exacerbate protection gaps in 
markets where long-term insurance and retirement products 
are common and desired by consumers. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

52. Do you anticipate 
that any reduction in 
product availability from 
IAIGs could be filled by 
other market 
participants? If so, 
please explain the 
potential impacts. 

American 
Council of Life 
Insurers (ACLI) 

The withdrawal of long duration insurance and retirement-
oriented products due to constraints on investments and overly 
conservative capital requirements would apply to any insurer 
and would result in f these important product types being 
unavailable to consumers.  
 
Insurers that are not subjected to the punitive effects of the ICS 
may continue to offer products whiles IAIGs pull back, and thus 
benefit from the reduced competition and the unlevel playing 
field in local markets as a result of the ICS.  
 
Given the anti-competitive implications of the ICS, it is possible 
that some IAIGs would pursue adjust their business strategy to 
avoid IAIG status. 

Please see ICS Economic 
Impact Assessment report 

53. Do you anticipate 
any opportunities for an 
increase in the range of 
products available in the 
insurance market as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
opportunities. 

American 
Council of Life 
Insurers (ACLI) 

In general, the prescriptive nature of the ICS, limitations on 
assets and investments and conservative capital 
measurements will likely result in a reduction in innovation in 
the insurance marketplace especially in the areas of long 
duration, retirement and investment oriented products.  
 
No. As noted in our responses to questions 45 through 52, we 
would expect product offerings and competition in certain 
markets to be reduced or evolve in a manner that is driven by 
shortcomings of the ICS rather than the consumer needs. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

54. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the long-term 
strategy of IAIGs? If so, 
please explain the 
potential impacts. 

American 
Council of Life 
Insurers (ACLI) 

See our responses to questions 45 through 53. 
 
In addition, an important aspect of developing and having a 
global capital standard is the ability to translate and effectively 
implement the standard in all jurisdictions.  
 
The absence of this important aspect of developing a global 
capital standard by solely relying on a prescriptive standard 
which fails to incorporate key aspects of sound jurisdictional 
specific capital regimes will likely disadvantage IAIGs 
competing with solely domestic companies. 
 
In addition, IAIGs may cease offering products for which ICS 
capital risk charges are overly conservative. 
 
The resulting impacts of the implementation of the ICS would 
be divergence, contraction and separation in the global 
insurance markets which is contrary to its objectives. If the ICS 
were applied solely to IAIGs, IAIGs would likely find themselves 
at a competitive disadvantage relative to non-IAIGs, particularly 
if the ICS were to diverge significantly from local requirements, 
as is the case in the U.S. market. 

Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

57. Do you anticipate 
any circumstances in 
which IAIGs will need to 
raise additional capital 
(beyond those currently 
anticipated) as a result 
of the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

In general, the prescriptive nature of the ICS, limitations on 
assets and investments and conservative capital 
measurements along with the introduction of additional volatility 
due to the application of market value-based measurements 
could result in the requirement to inject additional capital into 
the IAIG even on a temporary basis. 

Please see ICS Economic 
Impact Assessment report 

58. Do you have any 
concerns over the ability 
of IAIGs to raise capital 
or issue debt in the 
future as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

Any necessity to raise additional capital due to the investment 
constraints, solvency assessments, capital requirements and 
additional measurement-related volatility due to the application 
of the ICS could serve to destabilize the insurance program 
and result in unnecessary costs. 
 
In reference to surplus notes issued by U.S. insurance groups, 
supervisory approval prior to the redemption of a surplus note 
at contractual maturity is sufficient (in order for the instrument 
to be considered perpetual) for purposes of protecting 
policyholders. U.S. insurance supervisors monitor all 
repayment activity and can elect the deferral of any 
interest/principal repayments for as long as necessary. 
 
Surplus notes widely utilized in the US insurance markets are a 

Please see ICS Economic 
Impact Assessment report 







 

 

 

 

 

Question Respondent Comment received IAIS response 

61. Do you anticipate 
circumstances in which 
IAIGs would re-structure 
their business as a 
direct result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

Given the anti-competitive implications of the ICS, it is possible 
that some IAIGs would pursue restructuring to avoid IAIG 
status. 

Please see ICS Economic 
Impact Assessment report 

62. Do you anticipate 
any other changes to 
the operating model of 
IAIGs as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

IAIGs would likely be required to run parallel capital models 
concurrently (jurisdictional and ICS) in order to be able to 
produce ICS results.  
 
This would result in significant additional time and expense with 
no real enhancement of policyholder security or solvency 
protection. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

63. Do you anticipate 
any changes to risk 
management practices 
across the insurance 
industry as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Please see ICS Economic 
Impact Assessment report 

64. Do you anticipate 
any benefits to the 
business model of IAIGs 
as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
benefits. 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

those risks.  
 
Overly conservative prescriptive calibrations of capital 
requirements on investments will lead to artificial distortions of 
insurers asset allocations, which will impact their ability to 
achieve an adequate rate of return and appropriately ensure 
policyholder obligations will be met. 

67. Do you anticipate 
any changes to the 
investment strategy by 
other market 
participants which could 
lead to greater pro-
cyclical behaviour, as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Please see ICS Economic 
Impact Assessment report 







 

 

 

 

 

Question Respondent Comment received IAIS response 

72. Do you have any 
concerns over the 
availability of longer-
term assets in the 
market to meet any 
increase in demand 
from IAIGs as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

ACLI, on behalf of its members, has no response to this 
question at this time. 

Please see ICS Economic 
Impact Assessment report 

73. Do you anticipate 
any increased risk to the 
broader financial 
markets (eg from re-
allocations into or out of 
specific asset classes in 
response to shocks in 
financial markets) as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

The high responsiveness of the ICS to changes in financial 
markets will provide incentives for insurers to undertake 
extensive asset reallocations in the event of a market shock. 
This may exacerbate stressed market conditions. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

74. Do you anticipate 
any specific benefits to 
the insurance market or 
broader financial 
markets as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
benefits. 

American 
Council of Life 
Insurers (ACLI) 

In insurance markets that lack a comprehensive risk-based 
solvency regime, the ICS may provide a useful standard to 
consider for local implementation. However, if the ICS is limited 
only to IAIGs, the benefits will be very limited given that IAIGs 
are typically headquartered in advanced insurance markets. 

Please see ICS Economic 
Impact Assessment report 

75. To the extent that it 
can be predicted, do you 
anticipate the insurance 
industry having to 
devote resources, 
including training, to 
implement the 
requirements of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

The implementation of the Candidate ICS may result in 
companies bearing the cost of being subject to two sets of 
capital requirements and corresponding financial reporting 
platforms. This could be resolved by having the IAIS accept the 
AM as a capital requirement considered to be a comparable 
alternative to the ICS.  
 
The cost to insurers of maintaining dual capital platforms on an 
ongoing basis will be significant and will require additional 
human resources as well as financial reporting development. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

76. To the extent that it 
can be predicted, do you 
anticipate impediments 
to implementing the 
requirements of the 
ICS? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

The IAIS has neither communicated a time frame for 
implementation of the ICS, nor has perspective been provided 
regarding a transition period for implementation. 
 
Adoption of the ICS will require insurers to develop additional 
systems and run concurrent capital modeling platforms and 
calculation facilities.    
 
This requires time for development, implementation and testing 
of the final ICS framework. 

Please see ICS Economic 
Impact Assessment report 

77. Could any costs of 
implementing the ICS be 
absorbed by or shared 
with other 
implementation projects 
running concurrently (eg 
IFRS 17)? If so, please 
explain how this might 
be achieved. 

American 
Council of Life 
Insurers (ACLI) 

Given that US based insurers are subject to US statutory 
reporting requirements, the ability to leverage work from such 
projects would likely be limited. 

Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

78. Do you anticipate 
any other impacts from 
the implementation of 
the ICS, not covered 
above? If so, please 
explain the potential 
impacts. 

American 
Council of Life 
Insurers (ACLI) 

In the US, the impact of the implementation of the ICS is 
inherently dependent on whether the Aggregation Method is 
deemed outcome equivalent. The concept of a comparability 
determination recognizes that a single, globally implemented, 
standardized, and uniform ICS is not currently achievable. An 
achievable objective is ensuring that the obligations of IAIGs 
are subject to strong, prudent measures of group capital 
adequacy. 
 
The comparability of the AM should be based not on prescribed 
metrics but rather on whether it provides a comparable level of 
policyholder protection, whether it contributes to global financial 
stability, and whether it achieves a satisfactory and sufficient 
level of supervisory outcomes. These are important 
considerations given there is a fundamental assumption that 
the ICS is the appropriate baseline standard even though it is 
untested under actual market conditions. 

Please see ICS Economic 
Impact Assessment report 







 

 

 

 

 

Question Respondent Comment received IAIS response 

USA in advocating for the Aggregation Method and, for many 
valid reasons, that it be deemed comparable to the ICS and be 
accepted internationally as an outcomes-equivalent means of 
implementation of the ICS in the United States. 
  
We understand the AM and its comparability to the ICS are not 
the subject of this current consultation. However, we cannot let 
the absence of responses to some of the IAIS questions in this 
consultation be somehow misconstrued that APCIA agrees to 
the market-based valuation basis in the candidate ICS and its 
various components. We do not.  
 
With that said, and as described further in our response to 
question 78, our responses to this consultation nonetheless 
assume, hypothetically, that the ICS would be implemented in 
the U.S., although that will not happen. In that spirit, we have 
considered the changes that the IAIS has made in the 
candidate ICS from ICS version 2.0. In the broadest sense, we 
continue to oppose market-adjusted valuation and it is our view 
that the changes made with respect to the market-adjusted 
valuation basis in the ICS are, by and large, intended to 
address certain impacts of the ICS as it relates to long-term 
guaranteed life and retirement products rather than the typically 
short-duration non-life products that are the primary focus of 
APCIA and its members. As a consequence, we have no 
comment on those changes. However, our lack of more 



 

 

 

 

 

Question Respondent Comment received IAIS response 

specific comments on the market adjusted valuation basis in 
the ICS should not be taken as consent. 

38. Do you have 
comments on the overall 
requirements (section 
9.4.1)? 

American 
Property 
Casualty 
Insurance 
Association 

We are not opposed to the inclusion of internal models as an 
Other Method in the ICS in general. We do note, however, that 
the ICS process has not subjected internal models to the same 
extensive data collection and analysis efforts to which the rest 
of the ICS and the Aggregation Method have been subject. 

- About appetite to add IM in 
the comparability 
assessment: This is an 
implementation and 
assessment topic. 







 

 

 

 

 

Question Respondent Comment received IAIS response 

reconsidered and modified? After all, if the use of internal 
models presumably better reflect the business models of IAIGs, 
then those differences should be an indicator of where changes 
to the ICS would seemingly need to be considered. So, if such 
changes were made, as a stakeholder we would like to know 
where (what risk categories) and to what extent such 
differences were identified, and whether they were considered 
in adjusting the capital requirements in the ICS standard 
method, and if not, why not. 

44. Do you have 
additional comments on 
the ICS? 

American 
Property 
Casualty 
Insurance 
Association 

APCIA continues to maintain that the ICS is not suitable for 
implementation in the U.S. In particular, market-adjusted 
valuation of technical provisions is inconsistent with both major 
accounting methods that apply to U.S. property/casualty 
insurers (U.S. GAAP and state statutory accounting principles). 
A switch to an MAV-based system such as the ICS would 
provide no benefit in improved solvency regulation at enormous 
cost. For further discussion, see our answers to questions 6, 
76, and 78. 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 

















































































 

 

 

 

 

Question Respondent Comment received IAIS response 

their experience demonstrates that additional and ongoing 
investment of resources will be needed to implement and 
maintain the ICS, resources that can only come from a 
relatively small pool of skilled and experienced experts.  
 
We believe the same is true for at state insurance departments 
that serve as lead state regulators for US-based IAIGs. Largely 
because of resource constraints, only a few state insurance 
regulators have had any direct involvement at the IAIS in the 
ICS development process. While they have generally been 
kept up to date on progress through various NAIC activities, 
there is a long learning curve involved with the ICS and which 
would require a significant amount of time. Given budget 
constraints, funding is not always forthcoming to the extent 
desired. And, just as on the industry side, the skillsets and 
expertise that regulatory oversight of the ICS require are very 
specialized and in high demand.  
 
We would also point out that ICS implementation would require 
U.S. non-life IAIGs to implement a valuation system (MAV) that 
is contrary to both major accounting systems that currently 
apply (U.S. GAAP and state statutory accounting principles). 
This would require significant up-front costs and training for 
both IAIG personnel and state regulators. 















 

 

 

 

 

Question Respondent Comment received IAIS response 

on the Insurance Capital Standard (ICS) as a Prescribed 
Capital Requirement.  The ABI supports and welcomes the 
work of the IAIS for the effort that precede this consultation and 
that continues to take place ahead of the potential adoption at 
the end of 2024, and subsequent implementation of the 
candidate ICS.   
 
Overall, the ABI is supportive of the aims of a globally accepted 
capital standard for Internationally Active Insurance Groups 
and the enhanced risk mitigation and safeguards this seeks to 
provide to the insurance industry and by virtue the financial 
industry as a whole on a global level.   
The ABI notes below further views ahead of the implementation 
of the candidate ICS.  
 
1. The inclusion of internal models in the candidate ICS is 
highly meritorious, the ABI welcomes and embraces this as 
highlighted in prior public consultations on the ICS.  For an 
effective, efficient, and robust capital standard the inclusion of 
internal models is one which should remain.  Internal models 
have proven to be an efficient mechanism to better capture risk 
profiles of a company.  
o Suggestions to improve the internal models currently 
proposed in the ICS should not be taken to undermine the 
benefits of including internal models.  The main concern the 
ABI has is that the current inclusion of internal models in part is 
more onerous than the existing Solvency II regime.  





 

 

 

 

 

Question Respondent Comment received IAIS response 

jurisdiction in isolation taking a component-by-component 
approach or whether this approach will allow for outcomes 
more broadly judging compliance overall as opposed to slight 
deviations. It is important to embrace pragmatism when 
assessing comparability between jurisdictions in how the ICS is 
adopted.  To fully embrace meaningful implementation of the 
ICS, the IAIS should consider further public consultation on its 
approach to incorporating the ICS into existing international 
standards, and the implementation assessment approach that 
will be adopted to provide clarity of what implementation at a 
jurisdictional level will mean in practice so that the potential 
impact can be properly assessed.   
o Conceptual elements of the ICS such as it being a risk-based 
market adjusted approach calibrated at a 1 in 200 level with 
allowance for internal models are fully reflected in Solvency 
UK. We are also in the process of the review of Solvency UK to 
make sure it is appropriately tailored to the UK market. 
Therefore, we expect that Solvency UK should be seen as the 
practical implementation of the ICS without revision. 
 
Yours sincerely,  
 
Janice Fordjour 
Policy Adviser, Association of British Insurers 





 

 

 

 

 

Question Respondent Comment received IAIS response 

10. Do you have 
comments regarding the 
ICS risks and calculation 
methods? 

Axa group We believe the ICS presented is far too detailed and 
prescriptive, as well as excluding appropriate approaches to 
design and calibration that are already in use in existing 
frameworks and have proven their fitness for purpose. 
Comparing the various elements of the ICS in terms of design 
and calibration (valuation curves, risk margin, capital 
instruments, capital requirements, etc.) with those in Solvency 
II, these practically differ on all aspects. Overall, it seems the 
ICS tries to reinvent the wheel when it comes to all these 
elements, whereas alternative, proven methods already exist. 
There is no strong rationale for ICS to deviate from these 
proven methods. Therefore, a general flexibility mechanism 
needs to be built into the ICS that allows for assessing existing 
frameworks, such as Solvency II, on alignment to the general 
principles rather than prescribing detailed designs and 
calibrations for each individual element. 
AXA supports the answer provided by the European 
CROF/CFOF and the additional detail provided in the questions 
answered to in that response 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

36. Do you have 
comments regarding 
Other Methods for the 
calculation of the ICS 
capital requirement? 

Axa group Recognition of internal models is essential for the proper 
functioning of the ICS, including its wider impact, and is fully in 
line with ICP 17. 
AXA supports the answer provided by the European 
CROF/CFOF and the additional detail provided in the questions 
answered to in that response. 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 

39. Do you have 
comments on the 
general provisions on 
the use of an internal 
model to determine 
regulatory capital 
requirements (section 
9.4.2)? 

Axa group The proposed supervisory overlays linked to a benchmarking 
or reporting of the standard method are not appropriate.  
AXA supports the answer provided by the European 
CROF/CFOF and the additional detail provided in the questions 
answered to in that response. 

- About deleting the 
requirement to maintain an 
internal capital target 
greater than the regulatory 
capital requirement (L2-
363): Note that this criterion 
is not meant to increase the 
PCR when using an internal 
model. A similar concept 
applies to standard method 
users via ICP 16.14. The 
supervisor requires the 
insurer, as part of its ORSA, 
to analyse its ability to 
continue in business, and 
the risk management and 



 

 

 

 

 

Question Respondent Comment received IAIS response 

financial resources required 
to do so over a longer time 
horizon than typically used 
to determine regulatory 
capital requirements. 
 
- About general support of 
the use of IM to determine 
regulatory capital 
requirements: Your support 
of the use of IM to 
determine regulatory capital 
requirements is noted. 
 
- About opposition to the 
use of standard method 
(SM) information in the 
internal model review 
process (L2-371): Feedback 
and data collected over the 
monitoring period show that 
this information can be 
useful for the supervisor. 
 
- About opposition to the 
use of standard method 
(SM) risk categories 







 

 

 

 

 

Question Respondent Comment received IAIS response 

process (L2-381): The data 
submission templates are to 
be agreed upon between 
the GWS and the IAIG. 
GWS can ponder cost vs. 
added value. 

44. Do you have 
additional comments on 
the ICS? 

Axa group The AXA Group is a worldwide leader in insurance with 
activities ranging from Property & Casualty, Life & Savings, 
Health, but also Asset Management. We operate across the 
globe and have established an economic framework that allows 
us to measure risk on an economic and consistent basis across 
the group to support our business. AXA has been applying 
Solvency II, using an internal model, since its inception in 2016. 
Solvency II is a robust and advanced supervisory framework, 
which we also apply on a global basis. 
AXA has from the start supported the development of an ICS 
on its original objective as a single global standard to provide a 
sound, global regulatory level playing field. For this to be 
achieved, the ICS has to present a single, high-quality, and 
robust global insurance standard that promotes a sound, global 
regulatory level playing field. Effectively, this would result in the 
same targeted level of policyholder protection and triggering 

Thank you for your 
feedback. Your comment 
has been thoroughly 
reviewed and considered in 
the finalisation process of 
the ICS. 









 

 

 

 

 

Question Respondent Comment received IAIS response 

51. Do you anticipate 
any circumstances in 
which the 
implementation of the 
ICS might create or help 
resolve protection gaps 
(eg due to changes in 
product availability)? If 
so, please explain the 
potential impacts. 

Axa group No, the ICS will not address this. The introduction of a fully risk-
based approach to supervision is good, but already exists in 
the EU and some markets will not implement the ICS but an 
outcome equivalent system that may not benefit from risk-
based pricing to the same extent. Essential is also the full and 
unrestricted allowance for Internal Models calibrated to the set 
confidence level to ensure a level playing field. Any deviations 
from this will distort product availability and only further 
increase the protection gap. 

Please see ICS Economic 
Impact Assessment report 

52. Do you anticipate 
that any reduction in 
product availability from 
IAIGs could be filled by 
other market 
participants? If so, 
please explain the 
potential impacts. 

Axa group No and ICS should not aim to distort local competitive markets. 
In the EU, it was a fundamental decision to implement 
Solvency II for all insurers, solo and groups, to ensure 
consistent approaches on both levels of the calculation and to 
ensure a full level playing field. ICS as a group wide 
consolidated standard does not bring this benefit and risks 
distorting and fragmenting the overall level playing field in 
contradiction of a fundamental legislative decision. It currently 
risks, via the combination of a detailed prescriptive ICS and 
potential AM comparability, putting EU IAIGs at a competitive 
disadvantage both locally and globally and thus distorting 
rather than improving the level playing field. 

Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

1. Do you have 
comments regarding the 
general guiding 
principles of the ICS? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

2. Do you have 
comments regarding the 
perimeter of the ICS 
calculation? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

3. Do you have 
comments on the 
introduction of a term 
structure of credit 
spreads for discounting? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

4. Do you have 
comments on the 
revised eligibility criteria 
for the Middle Bucket? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

5. Do you have 
comments on the 
introduction of a 
modulation factor? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

6. Do you have other 
comments regarding the 
Market-Adjusted 
Valuation? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

7. Do you have 
comments on the 
changes regarding 
eligibility criteria for Tier 
1 Limited and Tier 2 
financial instruments? 
Please explain your 
response based on 
actual terms and 
conditions of 
instruments commonly 
issued by insurers. 

Bayfront 
Infrastructure 
Management 

No. Noted. 

8. Do you have 
comments on the 
introduction of a limit on 
non-controlling interests, 
such as the one 
specified in section 
6.4.4? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

9. Do you have other 
comments regarding 
capital resources? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

10. Do you have 
comments regarding the 
ICS risks and calculation 
methods? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

11. Do you have 
comments regarding the 
grouping of policies for 
life insurance risks? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

12. Do you have 
comments regarding the 
calculation of the Life 
risk charges? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

13. Do you have 
comments regarding the 
calculation of the Non-
life risk charges? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

14. Do you have 
comments regarding the 
calculation of the 
Catastrophe risk 
charges? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

15. Do you have 
comments regarding the 
list of market risks 
considered in the ICS, 
the general principles to 
calculate them and the 
way to aggregate them? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

16. Do you have 
comments regarding the 
Interest Rate risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

17. Do you have 
comments regarding the 
Non-Default Spread 
risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

18. Do you have 
comments on the 
differentiated treatment 
for investments in 
infrastructure equity? 

Bayfront 
Infrastructure 
Management 

Definition of infrastructure - reference to "essential public 
services" is fairly narrow. For example, data centers and towers 
as listed are new infrastructure asset classes, but does not 
necessarily provide "essential public services". Likewise, power 
generation assets can also be supplying power on a captive 
basis to industrial complexes.  
 
The requirement for infrastructure projects/corporates to be 
operational for at least 5 years is not feasible. Most 
infrastructure projects require funding to be locked in at 
financial close, prior to the commencement of construction. 

- About the appropriateness 
of the approach: The 
proposed treatment is based 
on the analysis of data 
series as well as former 
studies on the risk profile of 
infrastructure investments. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

19. Do you have 
comments on the 
inclusion of the Equity 
risk counter-cyclical 
measure (NAD)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

20. Do you have 
comments on the 
proposed design of the 
Equity risk counter-
cyclical measure? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

21. Do you have 
comments on whether 
the Equity risk counter-
cyclical measure should 
allow for more granular 
calibrations to reflect 
geographical market 
specificities?  

Bayfront 
Infrastructure 
Management 

No. Noted. 

22. Do you have other 
comments regarding 
Equity risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

23. Do you have 
comments regarding 
Real Estate risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

24. Do you have 
comments regarding 
Currency risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 







 

 

 

 

 

Question Respondent Comment received IAIS response 

27. Do you have other 
comments regarding 
Credit risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

28. Do you have 
comments regarding 
Operational risk? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

29. Do you have 
comments regarding the 
aggregation / 
diversification of ICS risk 
charges? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

30. Do you have 
comments regarding the 
optionality given to 
group-wide supervisors 
to require a calculation 
based on the Basel III 
approach for calculating 
risk charges for non-
insurance non-banks 
financial entities? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

31. Do you have 
comments regarding the 
optionality given to 
group-wide supervisors 
to require an additional 
risk charge for non-
insurance, non-bank 
financial entities without 
a sectoral capital 
requirement where an 
operational risk charge 
would not capture all 
material risks? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

32. Do you have other 
comments regarding 
non-insurance risk 
charges? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

33. Do you have 
comments regarding the 
use of a simplified 
utilisation approach for 
tax? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

34. Do you have 
comments regarding the 
option given to the 
supervisor to require a 
more complex approach 
for tax? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

35. Do you have other 
comments regarding 
tax? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

36. Do you have 
comments regarding 
Other Methods for the 
calculation of the ICS 
capital requirement? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

37. Do you have 
comments regarding 
SOCCA processes? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

38. Do you have 
comments on the overall 
requirements (section 
9.4.1)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

39. Do you have 
comments on the 
general provisions on 
the use of an internal 
model to determine 
regulatory capital 
requirements (section 
9.4.2)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

40. Do you have 
comments on the criteria 
for internal model 
approval (section 
9.4.3)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

41. Do you have 
comments on the 
additional 
considerations (section 
9.4.4)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

42. Do you have 
comments on the 
general provisions on 
the use of partial internal 
models (PIM) (section 
9.4.5)? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

43. Do you have other 
comments regarding the 
use of internal models? 

Bayfront 
Infrastructure 
Management 

No. Noted. 

44. Do you have 
additional comments on 
the ICS? 

Bayfront 
Infrastructure 
Management 

No. Noted. 



 

 

 

 

 

Question Respondent Comment received IAIS response 

45. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the new 
business strategy of 
IAIGs? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

46. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the pricing of 
products of IAIGs and/or 
across the insurance 
industry? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

47. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the range of 
product features 
available in the market 
(for example investment 
guarantees? If so, 
please explain the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

48. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the duration of 
products written (eg 
offering products with 
shorter-term 
guarantees)? If so, 
please describe the 
products that might be 
affected and the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

51. Do you anticipate 
any circumstances in 
which the 
implementation of the 
ICS might create or help 
resolve protection gaps 
(eg due to changes in 
product availability)? If 
so, please explain the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

52. Do you anticipate 
that any reduction in 
product availability from 
IAIGs could be filled by 
other market 
participants? If so, 
please explain the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

53. Do you anticipate 
any opportunities for an 
increase in the range of 
products available in the 
insurance market as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
opportunities. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

54. Do you anticipate 
any impacts from the 
implementation of the 
ICS on the long-term 
strategy of IAIGs? If so, 
please explain the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

57. Do you anticipate 
any circumstances in 
which IAIGs will need to 
raise additional capital 
(beyond those currently 
anticipated) as a result 
of the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

58. Do you have any 
concerns over the ability 
of IAIGs to raise capital 
or issue debt in the 
future as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

59. Do you anticipate 
any circumstances in 
which IAIGs might 
change their risk 
management strategy 
as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

60. Do you anticipate 
any circumstances in 
which IAIGs might 
change their approach 
to risk mitigation as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

61. Do you anticipate 
circumstances in which 
IAIGs would re-structure 
their business as a 
direct result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

62. Do you anticipate 
any other changes to 
the operating model of 
IAIGs as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

63. Do you anticipate 
any changes to risk 
management practices 
across the insurance 
industry as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

64. Do you anticipate 
any benefits to the 
business model of IAIGs 
as a result of the 
implementation of the 
ICS? If so, please 
explain the potential 
benefits. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

65. Do you anticipate 
any impacts to the 
competitiveness of 
IAIGs relative to non-
IAIGs with the 
implementation of the 
ICS? 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

66. Do you anticipate 
any changes to the 
investment strategy of 
IAIGs which could lead 
to greater pro-cyclical 
behaviour, as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

67. Do you anticipate 
any changes to the 
investment strategy by 
other market 
participants which could 
lead to greater pro-
cyclical behaviour, as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

68. Do you anticipate 
any impacts from the 
implementation of the 
ICS on asset 
concentration risk, either 
within IAIGs or across 
insurance markets? If 
so, please explain the 
potential impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

69. Do you anticipate 
the implementation of 
the ICS altering the 
investment strategy or 
investment decisions of 
IAIGs in response to 
stressed market 
conditions? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

70. Do you anticipate 
the implementation of 
the ICS resulting in a 
change in the market 
demand for specific 
asset classes (eg AAA / 
BBB rated corporate or 
government bonds, 
equities) driven by 
IAIGs? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 





 

 

 

 

 

Question Respondent Comment received IAIS response 

73. Do you anticipate 
any increased risk to the 
broader financial 
markets (eg from re-
allocations into or out of 
specific asset classes in 
response to shocks in 
financial markets) as a 
result of the 
implementation of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

74. Do you anticipate 
any specific benefits to 
the insurance market or 
broader financial 
markets as a result of 
the implementation of 
the ICS? If so, please 
explain the potential 
benefits. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

75. To the extent that it 
can be predicted, do you 
anticipate the insurance 
industry having to 
devote resources, 
including training, to 
implement the 
requirements of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

76. To the extent that it 
can be predicted, do you 
anticipate impediments 
to implementing the 
requirements of the 
ICS? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 



 

 

 

 

 

Question Respondent Comment received IAIS response 

77. Could any costs of 
implementing the ICS be 
absorbed by or shared 
with other 
implementation projects 
running concurrently (eg 
IFRS 17)? If so, please 
explain how this might 
be achieved. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 

78. Do you anticipate 
any other impacts from 
the implementation of 
the ICS, not covered 
above? If so, please 
explain the potential 
impacts. 

Bayfront 
Infrastructure 
Management 

No. Please see ICS Economic 
Impact Assessment report 










































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































