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Application Paper on resolution powers, preparation and plans

General comments on the draft revised Application Paper on Resolution Powers, Preparation and Plans

1 International Forum | International On behalf of IFIGS, we would like to commend IAIS for what we see as Noted.

of Insurance Forum of significant improvements in the most recent Application Paper Draft on

Guarantee Insurance Resolution. In particular, we were pleased to see the consistent

Schemes Guarantee reference to the availability, in some jurisdictions, of PPS expertise to
Schemes add value in conducting resolvability assessments and in assessing

resolution plans. This we see as a logical recognition of the fact that, in
jurisdictions with a PPS (and particularly ones with mandates beyond
simply “paybox”), those charged with funding resolution are also most
likely to have skills and expertise which can enhance the quality of the
Resolution planning process and yield better outcomes in assessing
those Plans and monitoring their potential effectiveness.

2 | World Federation of | Belgium WFII comments/suggestions on IAIS draft revised Application Paper on | Noted, agreed.
Insurance resolution powers, preparation and plans.
Intermediaries WFII
General comments/suggestions

WFII appreciates the opportunity offered by the IAIS to comment on the
draft revised Application Paper on resolution powers, preparation and
plans.

WFII welcomes and support any guidance provided to supervisors
regarding the resolution of insurance companies.

We believe it is essential—primarily for the protection of policyholders,
but also to maintain public confidence in the insurance sector and
safeguard the stability of the financial system as a whole—that all
market participants are fully informed about the potential actions and
responsibilities involved in the run-off of an insurance company.
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While the resolution of an insurer is a rare occurrence, it is clear that
insurance supervisors must always be prepared to respond swiftly and
effectively when an insurer becomes non-viable. Supervisors should
have a robust framework in place to ensure policyholder protection in
such situations, and we believe the current draft Paper provides
valuable insight into the necessary steps for establishing such a
resolution framework.

Allow us to make the following suggestions for your consideration.

3 | CROF & CFOF Europe The CROF/CFOF welcomes this draft Application Paper on resolution Noted, agreed.
powers, preparation, and plans, which overall provides a lot of useful
examples and clarifications. The CROF/CFOF emphasizes the
importance of ensuring that the application of resolution planning and
resolution powers remains proportionate, avoiding unnecessary
administrative burdens and costs. The latter is especially pertinent in the
context of resolutions funds and PPS, that should not come at the cost
of financially healthy insurers or come with moral hazard risks.
Authorities should identify which undertakings are more likely to require
a resolution action in the event of failure — that is, when such action
would be necessary and proportionate to achieve the resolution
objectives and to avoid significant negative impacts on policyholders and
financial stability, whereas liquidation under normal insolvency
proceedings would not achieve this to the same extent. A proportionate
implementation of resolvability assessments should avoid unnecessary
changes to operations or contractual terms.

4 | The Life Insurance | Japan 1. The Life Insurance Association of Japan (the “LIAJ") appreciates the | Noted.
Association of opportunity to submit our comments to the International Association of
Japan Insurance Supervisors (the “IAIS”) on draft revised Application Paper on

resolution powers, preparation and plans.
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2. The LIAJ supports that the revision to this Application Paper updates
the practical guidance on the application of resolution processes. As
resolution is highly affected by insurers’ structure, the complexity of their
reinsurance agreements and the regulatory differences, the LIAJ would
like to request that the 1AIS continue to allow flexible implementation
based on proportionality. The LIAJ also expects the IAIS to continue
updating and sharing examples and other information to reduce the
practical burden on insurers.

3. Also, the LIAJ appreciates the IAIS’s effort to cooperate and align
various concepts concerning the RRP requirements with the FSB. For
example, “Scope of Insurers Subject to the Recovery and Resolution
Planning Requirements in the FSB Key Attributes”, which is a
consultation report concurrently issued by the FSB, refers to the IAIS’s
materials.

4. However, the LIAJ believes that the RRP requirements for the
insurance sector should primarily be considered proactively by the IAIS
and addressed ultimately by each supervisor, who should take into
consideration the reality of their respective jurisdiction. The LIAJ also
believes that it would be appropriate for the FSB to provide feedback on
the 1AIS’s conclusion as necessary to ensure the consistency across the
financial sector. The LIAJ would appreciate the FSB's further
consideration on this, taking the following two reasons into account:

(i) Jurisdictional supervisors are responsible for supervising insurers
within their own jurisdictions, and the IAIS is a standard-setting body
whose members are jurisdictional supervisors. The LIAJ believes that
the 1AIS, which is most familiar with the insurance sector and has
already accumulated expertise through the development of ICPs and
ComFrame, should consider and develop insurance-specific global

Proportionality underpins all ICPs
(see ICP Introduction, para 9).

However, how proportionality is
implemented in practice is the
responsibility of each jurisdictional
supervisor.

The Reinsurance related section
of the Paper has been updated in
response to comments received.

Noted.

Agreed that RPP requirements for
the insurance sector should be
addressed ultimately by each
supervisor.

Noted.
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standards, including the scope of insurers subject to the RRP
requirements. Another reason to support the effectiveness of
consideration by the IAIS is that it comprises more than 200 jurisdictions
as its members, including non-members of the FSB, and has an
effective regime for summarising broad opinions when developing
policies on RRP and other topics. Alongside this, the FSB’s independent
role (e.g. providing comments on the criteria developed by the IAIS from
the viewpoint of ensuring consistency between sectors) should be
clearly defined.

(ii) If the global criteria on RRP for the insurance sector were set out
separately in documents issued by the FSB and the IAIS, readers would
need to refer to more materials, which could lead to additional costs
arising from increased complexity and confusion in practice. Minor
differences in concepts and wording between the documents of the FSB
and the IAIS could cause unnecessary misunderstandings among
readers. Consolidating the criteria in the IAIS document would reduce
the amount of reference materials and help prevent inconsistencies or
failure to reflect future changes.

5. For example, in terms of concepts, the FSB emphasises direct
transmission to counterparties and other entities rather than
transmission through the market in section 3.3.6 of its “Scope of Insurers
Subject to the Recovery and Resolution Planning Requirements in the
FSB Key Attributes”. The LIAJ would like the 1AIS to note and take into
consideration in the practical application of the Paper, that the insurance
sector has different characteristics from the banking sector.

Noted.

While the FSB draft guidance
indeed notes (p.12) that “RRP
requirements can be appropriate
in these circumstances to [...]
prevent the stress of a highly
interconnected institution from
spreading to its counterparties”, in
context we rather read this FSB
guidance as an example of
circumstances where RRP would
be appropriate.
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You can also note that criteria
under Guidance 12.4.1 also
include interconnectedness,
similar to FSB Guidance (5t
criterion).
5 | Insurance Europe Europe Insurance Europe welcomes the opportunity to provide comments to the | Noted. Your comments are dealt
IAIS Consultation Paper on the draft revised Application Paper on with separately.
Resolution Powers, Preparation, and Plans.
The Consultation Paper explicitly expands expectations across
resolution preparation and plans, broadening the practical perimeter for
supervisors and insurance companies. Insurers will face new
preparatory demands, which in our opinion, is not justified in the context
of a risk-based approach and the stability of the insurance sector.
6 | Assuris Canada Assuris is generally supportive of the direction of the revised Application | Noted.
Paper, which helpfully clarifies expectations for resolution preparation,
planning, and the role of policyholder protection schemes (PPS). We
view the paper as a pragmatic step toward more operationally credible
insurer resolution regimes, particularly through its focus on information
readiness, continuity of critical services, and cross-border coordination.
We encourage IAIS to maintain the strong emphasis on outcome-
focused resolution planning and testing (e.g., dry runs / data requests) to
ensure plans are usable under stress.
7 | American Council United States | The ACLI appreciates and endorses the emphasis the IAIS places on Noted.
of Life Insurers the implementation of the proportionality principle with respect to
resolution powers, preparation, and plans.
We would like to emphasize that local supervisors are best positioned to | While the IAIS probably agrees
determine when resolution plans are appropriate. Such plans should be | With the 1% sentence in the 2"
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formed using an activities-based risk assessment approach rather than
one based on predetermined criteria that may trigger unnecessary and
costly planning for insurers.

paragraph, we are not aware of
any standard, guidance or part of
this AP that would contradict it.

With respect to the 2" sentence,
you could note that the IAIS, when
setting its standards, guidance or
supporting material, has
constantly adopted a risk-based
approach.

8 | Global Federation Global The Global Federation of Insurance Associations (GFIA) welcomes the Noted.
of Insurance opportunity to provide comments to the I1AIS Consultation Paper on the
Associations revised application paper on resolution powers.
(GFIA)
The Consultation Paper explicitly expands expectations across Noted.
resolution preparation and plans, broadening the practical perimeter for
supervisors and insurance companies. Insurers will face new
preparatory demands, which in our opinion, is not justified in the context
of a risk-based approach and the stability of the insurance sector.
Fundamentally, international standards for the insurance sector, Noted. There is nothing in IAIS’
including the scope of the RRP, should be considered and developed by | standards, guidance or supporting
the 1AIS, which possesses the deepest expertise in the insurance sector, | material that would contradict with
is the standard-setting body with over 200 member jurisdictions, and has | the last sentence of your
already established standards in this area through the ICP and comment. See also response to
ComFrame. Ultimately, RRP requirements should be considered by Comment 4.
each country's authorities in light of their respective national
circumstances.
9 | ACPR France The ACPR approuves the general direction of this AP and is happy with | Noted.

its current wording
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10

The Geneva
Association

International

- We support robust and credible insurer resolution regimes that protect
policyholders and preserve financial stability. However, the revised
Application Paper risks becoming overly prescriptive and bank oriented.
Specifically, the paper should explicitly recognize ‘solvent run-off’,
‘solvent exit,” and court-supervised ‘rehabilitation’ (as utilized in the
U.S.) as valid and often preferred alternatives to administrative
resolution.

Additionally, we are concerned the paper may unintentionally broaden
the population of insurers effectively expected to be subject to resolution
planning.

- Insurance resolution should not be framed through a banking lens.
Insurers typically have long-duration liabilities and, in most cases, can
be stabilised or exited through orderly measures such as solvent run-off,
portfolio transfer, or court-supervised rehabilitation, often over months or
years rather than over a weekend. The Application Paper would benefit
from making this distinction explicit up front, to avoid importing bank-
specific assumptions (for example, rapid “over-the-weekend” execution
or write-down as a default tool) into insurer resolution planning and
expectations.

- Resolution planning is, and should remain, a responsibility of resolution
authorities. Insurers should support the process through the provision of
relevant information and operational input on feasibility, but the
framework should avoid creating an implicit expectation that insurers

Noted. Please note that this
Application Paper does not
establish new standards, and
accordingly does not prescribe
anything

The IAIS is aware that many (but
not necessarily all) of an insurer’s
liabilities are long term. There is
nothing in the Application Paper
nor in IAIS’s standards or
guidance that suggests that
resolution should be executed
“over a week-end”. The IAIS
agrees that portfolio transfer is a
most useful resolution tool but, as
Guidance 12.10.11 illustrates,
there are cases when Portfolio
Transfer Tool needs to be used in
conjunction with Write Down Tool,
when the transferee does not
agree to cover the entire shortfall
in assets.

Proportionality underpins all 1AIS’
works. Your comment on public
interest is noted and additional
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develop parallel resolution plans. explanations on public interest
- The revised paper would benefit from clearer guardrails on have been added in Box 1.
proportionality, public interest, and a stronger distinction between
recovery (insurer owned) and resolution (authority led).

- We are concerned about scope creep beyond the FSB Key Attributes, )
including through wider concepts of criticality and broad, discretionary Noted and separately dealt with.
triggers that could in practice recreate a de facto list effect. Greater
clarity is needed to avoid market signalling and stigma.

11 | German Insurance | Germany The insurance industry welcomes the IAIS’ effort to update the Noted.
Association (GDV) Application Paper considering the revised ICP 12 and evolving
jurisdictional practices. The enhanced clarity on resolution concepts and
tools is appreciated. At the same time, the Draft-revised Paper
significantly expands expectations not only regarding resolution powers
and plans, but also to resolution preparation. While operational

readiness is important, the cumulative effect is to move towards bank- Please note that the Application
style crisis preparedness, without sufficiently acknowledging the Paper does not create any new
structural differences of insurance resolution and the diversity of national requirement, above those in ICPs.
legal frameworks. This effectively broadens the practical perimeter for Proportionality underpins all 1AIS’
insurers and authorities and risks creating de facto new requirements. words, and plans are only required
From a GDV perspective, proportionality and a clear focus on from systemic insurers.
systemically relevant or critical insurers are essential.
12 | Institute of United States | 1. The Institute of International Finance (IIF) and its insurance members | Noted.
International appreciate the opportunity to respond to the IAIS public consultations on
Finance (lIF) the draft revised Application Paper (AP) on resolution powers,

preparation, and plans (ICP 12). We offer the following comments to
support the development of RRP APs that are proportionate, practical,
principles-based and aligned with existing frameworks.

2. The priority in insurance should be on recovery rather than resolution.
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Insurers generally do not fail suddenly and are not subject to runs that Agree, and that's what the ICP 16
create acute liquidity crises. The longer timeframes in which insurance standards are working towards
crises materialize provide significant opportunity for recovery measures
to succeed. Effective recovery planning and actions—supported by
robust Own Risk and Solvency Assessments (ORSA) and enterprise risk
management (ERM) frameworks—can substantially reduce the
likelihood that resolution will ever be needed. The IAIS and FSB should
reflect in their respective frameworks that resolution is a rare event that
occurs only after recovery options have been fully exhausted. Resolution
requirements should be tailored in scope and intensity to reflect this
reality and the principle of proportionality. The IAIS should emphasize
the primacy of recovery throughout both papers. We also encourage the
FSB to adopt a similar approach in its guidance to member authorities.
3. Recovery and resolution are distinct processes that should not be Noted and agreed.
conflated. Recovery is a management-led process focused on restoring
financial position before viability is compromised. Resolution is an
authority-led process triggered only when an insurer is no longer viable
and all recovery options have been fully exhausted. These serve
different purposes, involve different parties, and require different
analytical frameworks. The RRP APs must maintain rigorous boundaries
between these phases. Blurring this distinction risks premature
supervisory intervention that forecloses management's strategic options
and undermines the recovery process.

4. Triggers for recovery and resolution should be clearly defined and Noted and agreed.
appropriately calibrated. Clear and appropriately calibrated triggers are
essential to avoid premature entry into resolution. Recovery triggers
should be pre-emptive, enabling management to act while multiple
options remain available. Resolution triggers should reflect genuine non-
viability—not stress conditions that remain within the scope of recovery
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measures.

5. Supervisors should leverage existing frameworks to avoid
duplication. Insurers’ ORSAs, liquidity risk management plans,
contingency plans, and capital management frameworks, should be
leveraged wherever possible in order to prevent overlapping
requirements. The RRP APs should remain principle-based and avoid
being overly prescriptive in ways that impose unnecessary additional
burdens on insurers.

6. The role of the group-wide supervisor should be more prominent. For
international insurance groups, recovery planning is most effective when
coordinated at the group level, reflecting how these groups manage risk
and capital in practice. References to "the supervisor" in the draft AP on
recovery planning in particular should clarify when the group-wide
supervisor is intended, especially in sections addressing coordination
and information sharing.

7. The IAIS should continue to coordinate closely with the FSB to
ensure FSB reliance on IAIS expertise. The FSB Draft Guidance on the
scope of insurers subject to recovery and resolution planning
requirements should make greater reference to IAIS supervisory
standards and guidance. As we have emphasized in our response to the
FSB, the Holistic Framework should be the primary tool for assessing
systemic risk and determining the need for RRP. Relying on this
established framework ensures that thresholds for mandatory RRP
remain consistent and avoids the creation of parallel, overlapping
assessment tracks. Close coordination between the IAIS and FSB is

Agreed.

Agree with the 2n? sentence, but
with regards to the 1st sentence,
the 1AIS does not have the power
to override other involved
supervisors’ judgement that a
recovery plan should be required.

Unless otherwise specified, the
term “supervisor” can refer either
to group supervisor, or to other
involved supervisors.

Noted.
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essential to avoid inconsistencies, duplicative requirements, or
conflicting expectations for internationally active insurers. We encourage
both bodies to ensure that their respective materials cross-reference
each other appropriately and that ultimately the FSB relies on the IAIS
standards and guidance.

Comments on Section 1 Introduction

13 | The Geneva
Association

International

- The introduction should more explicitly state that the Application Paper
is intended to support authority-led planning and preparedness, not to
create a parallel insurer-owned resolution planning obligation.

- We encourage the IAIS to add a short paragraph that distinguishes
clearly between: (i) recovery planning (insurer owned, pre-emptive), (ii)
resolution planning (authority led), and (iii) resolvability assessments
(authority led, informed by insurers).

- The paper should include a stronger disclaimer against list effects and
market signalling. Where reference is made to insurers for which
resolution planning is required, the paper should note that having a plan
does not imply systemic importance.

The 2" bullet point under para 4
was changed into

“Provide support to supervisors
and/or resolution authorities with

regard to resolution preparation
and plans, as per ICPs 12.3 &
12.4".

A new sentence was added at the
end of para 4.

Figure 2 after paral29 clearly
shows that in a number of
countries, requirement for
resolution plan is not necessarily
linked to systemicity. Other criteria
may apply, such as minimum
market share to be covered, the
insurer’s size.

Also refer to para 128 of the
paper, which clarifies the scope of
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- Suggested clarifications to improve implementation consistency

o Add explicit reference to public interest considerations as a gating
factor for requiring a resolution plan.

o Clarify that proportionality applies not only to the content of plans but
also to the decision to require planning in the first place.

insurers that should be subject to
a resolution plan.

The concept of “public interest” is
not in current ICPs. Please also
note that IAIS’ standards requiring
resolution plan apply to
supervisors / resolution
authorities. Further, the concept of
“public interest” seems to more
often operate when deciding to
open resolution proceeding, rather
when deciding to draft a plan.

No change needed.

Comments on Section 1.1

Objectives and

background

14

International Forum
of Insurance
Guarantee
Schemes

International
Forum of
Insurance
Guarantee
Schemes

Paragraph 19 of the IAIS November 25, 2025 draft application paper on
recovery planning provides a helpful definition of the purpose and
authors of an insurer’s recovery plan. “As defined in the IAIS Glossary,
a “recovery plan” is a plan developed and maintained by the insurer that
“identifies in advance options to restore its financial position and viability
if the insurer comes under severe stress”. This allows the reader to
clearly understand who is responsible for creating and maintaining the
Recovery Plan document.

The draft application paper on resolution powers, preparation and
planning would benefit greatly from a similar paragraph. The IAIS
Glossary defines the term Resolution Plan. Including a similar
paragraph, stating that the resolution plan is developed and maintained
by the resolution authority, with contributions from the insurer, the

Noted. The Glossary definition of
“Resolution plan” is included in
Table 1.
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regulatory authority, and (where applicable) the PPS, would be a very
helpful addition to this paper.

15 | Global Federation Global The objectives of the revised Application Paper are broadly supported, in | Noted.
of Insurance particular the aim of enhancing preparedness for orderly resolution As stated in para 7, the Application
Associations where needed. GFIA nevertheless notes that the conceptual shift from Paper should be read in the context
(GFIA) resolution planning towards a broader notion of resolution preparation of the proportionality principle.
goes beyond the scope of the 2021 Application Paper. This shift should
be carefully aligned with proportionality and should not result in implicit
new expectations for insurers that are not subject to resolution planning
requirements.
16 | German Insurance | Germany The objectives of the revised Application Paper are broadly supported, See response to Comment 15.

Association (GDV)

the aim of enhancing preparedness for orderly resolution where needed.
GDV nevertheless notes that the conceptual shift from resolution
planning towards a broader notion of resolution preparation goes beyond
the scope of the 2021 Application Paper. This shift should be carefully
aligned with proportionality and should not result in implicit new
expectations for insurers that are not subject to resolution planning
requirements.

Comments on Section 1.2

Scope of application

17

Global Federation
of Insurance
Associations
(GFIA)

Global

While formally applying to all insurers, the Draft-revised Paper
introduces preparatory expectations that may also affect insurers not
subject to a resolution plan requirement. GFIA considers this
inconsistent with a risk-based approach and recommends clearer
safeguards to ensure that small and non-complex insurers / non-1AIGs
are not indirectly drawn into resolution planning.

Your point is noted but the
Application Paper can here only
reflect current IAIS standards,
which indeed introduce
preparation requirements (ICP
13.3) that apply to a wider scope
than insurers for which a
resolution plan is required.
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Please also note that in any case,
those who would be drawn into
resolution planning would be the
supervisors and / or resolution
authorities, not the small and not
complex insurers.

Finally, paras 127 and 128 make it
clear that resolution preparation
has a different scope —e.g. what
would you do to resolve such type
of (small) insurer— than resolution
planning, and explicitly includes
insurers that are not subject to
resolution planning.

18 | German Insurance | Germany While formally applying to all insurers, the Draft-revised Paper See response to Comment 17.
Association (GDV) introduces preparatory expectations that may also affect insurers not
subject to a resolution plan requirement. GDV considers this inconsistent
with a risk-based approach and recommends clearer safeguards to
ensure that non-systemic insurers / non-l1AIGs are not indirectly drawn
into resolution planning.

Comments on Section 1.4 Terminology

19 | Global Federation Global The definition of resolution should be broadened to encompass a Noted.
of Insurance spectrum of exit strategies, including "solvent run-off" or "solvent exit," See also response to Comment
Associations rather than focusing solely on "gone concern" actions or immediate 10.
(GFIA) liquidation. In the insurance context, particularly for reinsurance, a IAIS Glossary defines “resolution”
managed run-off is often the most efficient outcome for policyholders y

as “actions taken (...) towards an
insurer that is no longer viable, or
is likely to be no longer viable, and

and stability.
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has no reasonable prospect of
returning to viability”, and “going
concern basis” as an approach
where it is assumed that the
insurer “will continue to operate
and that future business will be
written”. So indeed, resolution
would only apply to “gone concern
insurers” (see also ICP 17.2.6).
This does not mean, however, that
only “immediate liquidation” is
contemplated. See ICP 12.8.4,
and 6™ power under ICP 12.8.6,
and paras 79-81 of the paper.

No change needed.

Comments on Section 1.5 Related work by the IAIS

Comments on Section 1.6 Related work by the FSB

20 | The Life Insurance | Japan The LIAJ supports the IAIS’s development of guidance that is based on Noted.
Association of the FSB’s framework while taking into account the characteristics of the | g change needed.
Japan insurance sector. The LIAJ would request that the implementation

remain flexible to reflect the characteristics of the sector.

As stated in our comment for Q1, the LIAJ believes that the RRP
requirements for the insurance sector should primarily be considered
proactively by the IAIS and ultimately addressed by each supervisor,
who should take into consideration the reality of their respective
jurisdiction. The LIAJ also requests that the IAIS align its wording and
concepts with those of the FSB.
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21

American Council
of Life Insurers

United States

Due to the fact that the IAIS has an established supervisory framework
through its ICPs and ComFrame, which was developed from the
expertise of its member jurisdictions, we urge any discussion of the
development of recovery and resolution plans to be contained within the
IAIS institutional structures.

Noted. No change needed.

Comments on Section 2 Objectives and concepts of resolution of insurers

robust industry-funded safety nets (e.g., U.S. Guaranty Associations),
complex ‘No Creditor Worse Off than in Liquidation’ (NCWOL)
calculations may be less relevant for policyholders within statutory caps.
The guidance should validate the guaranty fund approach as an
effective alternative to administrative bail-in mechanisms.

- The paper should better reflect the distinct failure dynamics of insurers
compared to banks, including long-duration liabilities, the importance of
maintaining claims servicing capacity, and the feasibility of orderly run-
off and portfolio transfers.

- Critical functions and criticality

22 | Global Federation Global GFIA stresses that resolution should remain a last-resort tool, clearly Resolution is not isolated to
of Insurance distinct from recovery and supervisory intervention measures. insolvency and as mentioned in
Associations the paper can be due to strategic
(GFIA) In the view of GFIA, the case of a ‘voluntary exit from the market’ reasons. The draft is to suggest
referred to in paragraph 19 should be clearly outside the scope of this alternative uses where applicable.
paper. The final sentence of the paragraph is drafted too broadly and
ultimately provides no practical guidance; instead, it risks encouraging “
an overly expansive application of the measures set out in this paper to Par_a 19 regd as “...Although such
such cases. ? situation is _often referred to a:t’s_
voluntary exit from the market”, it
is not the focus of this paper;...".
23 | The Geneva International | - The objectives should be presented as a balanced set without implying | Noted. We believe the paper
Association a hierarchy. The paper should acknowledge that in jurisdictions with already covers the involvement of

PPSs sufficiently.

These have been addressed
adequately.
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o0 We strongly caution against broadening criticality thresholds to include
significant impact on the real economy on a standalone basis. The term
‘critical at failure’ is not found in ICP 16.15.7 nor ICP 24; we recommend
removing this terminology to avoid confusion with existing standards.

o0 Where the concept of critical functions is used in the context of
resolution planning, the paper should stress substitutability, time
sensitivity, and the realistic availability of private sector solutions
(including portfolio transfers).

- Reinsurance

o References to reinsurance should be carefully framed to avoid
implying that reinsurance is inherently a vulnerability. The paper should
recognise that reinsurance is a core risk management tool, and that
resolution planning should avoid disrupting reinsurance markets through
overly conservative assumptions about recoverability.

0 Where operational dependencies on reinsurers are discussed, the
paper should focus on practicable contingencies and information
availability, not on speculative worst-case assumptions.

Section 2.4 “Considerations
related to reinsurance” has been
updated in response to comments
received, in particular by focusing
on increasing the practical
application of relevant
considerations.

24

German Insurance
Association (GDV)

Germany

Para 17: GDV stresses that resolution should remain a last-resort tool,
clearly distinct from recovery and supervisory intervention measures.

Para 19: In the view of the GDV, the case of a ‘voluntary exit from the
market’ referred to in paragraph 19 should be clearly outside the scope
of this paper. The final sentence of the paragraph is drafted too broadly
and ultimately provides no practical guidance; instead, it risks
encouraging an overly expansive application of the measures set out in
this paper to such cases.

See response to Comment 22.

Comments on Section 2.2 Objectives of a resolution framework

Comments on Section 2.3 Resolution of an IAIG
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Association (GDV)

IAIGs. Resolution strategies should respect legal entity separability,
national insolvency frameworks and cross-border legal constraints.

25 | Global Federation Global The Paper appropriately highlights the complexity of resolving IAIGs. Noted.
of Insurance Resolution strategies should respect legal entity separability, national
Associations insolvency frameworks and cross-border legal constraints.

(GFIA)
26 | German Insurance | Germany Para 25: The Paper appropriately highlights the complexity of resolving Noted.

Comments on Section 2.4

Considerations related to reinsurance

27

CROF & CFOF

Europe

It is useful that the application paper includes considerations on
reinsurance and highlights that when reinsurance is involved, some
specific features of the business of reinsurance may need to be
considered. Moreover, in terms of paragraphs 29 and 30, the application
paper should not imply that a reinsurer’s failure could generally have a
significant impact on financial stability or create material risks of
contagion. Reinsurers contribute to the overall resilience of the
insurance market by pooling and diversifying risks across lines of
business and geographies. Their B-to-B operations are mostly based on
treaties syndicated among many reinsurers, which limit the impact of a
single default. The implementation of resolution planning should be
proportionate and consider that the use of resolution tools is generally
less relevant for reinsurers, relative to existing alternative options.

Unlike in banking, most insurance activities do not give rise to critical
functions, so transmission channels are very limited. Competition in
insurance lines is generally high and therefore critical functions should
be rare. As such, critical functions should be defined restrictively and
treated solely as a resolution concept rather than a recovery concept.
Conflating the two processes risks confusion and inappropriate
intervention during the recovery phase while the insurer is still in going

The application paper provides the
reinsurance considerations based
on real-life examples. The
guidance aims to draw attention to
topics that are not always
considered so that plans and
considerations are in place in the
event of a worst case scenario.

Critical function analysis should be
considered in both a resolution
and a recovery as the application
paper is in consideration of the
entire market and not necessarily
the most common denominator.
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concern. Introducing critical function considerations into recovery
planning blurs the distinction between these phases and may lead
supervisors to intervene prematurely or impose structural requirements
that are not warranted during recovery. We recommend the application
papers to clarify that critical function analysis belongs in the resolution
context and should not be improperly imported into recovery planning
frameworks.

28 | The Life Insurance | Japan Given recent discussions, the LIAJ understands the increasing Noted.

Association of importance of taking into account the impact of reinsurance when A new box providing more
Japan considering resolution plans. On the other hand, insurers can benefit explanations for AIR has been
from AIR in various ways, as set out in the IAIS's “Issues Paper on added in Section 2.4.
structural shifts in the life insurance sector”. Additionally, the LIAJ
believes that the Application Paper's assertion that AIR is particularly
relevant compared to other forms of reinsurance is not clearly justified,
and that AIR should only be highlighted to the extent necessary.
If a reference to AIR is to be made, it would be more useful to provide
guidance on the perspectives from which the impact of AIR should be
more carefully considered.

29 | National United States | We suggest adding the following to the end of paragraph 28, "and As noted in the IAIS Issues Paper
Organization of Life whether reinsurance claims are covered by the PPS." on the roles and functioning of
and Health policyholder protection schemes
Insurance Guaranty (PPSs), “reinsurers and/or
Associations/Nation reinsurance business are rarely (if
al Conference of ever) covered by a PPS.” On this
Insurance Guaranty basis, no changes have been
Funds made to the proposed text.

30 | American Council United States | ACLI urges the IAIS to reference the use of reinsurance and AIR as an Noted. Section 2.4
of Life Insurers important tool(s)that mitigate the need for resolution planning, “Considerations related to

Resolution of publ