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We, the General Insurance Association of Japan (hereinafter the GIAJ),
commend the IAIS for focusing on the differences between insurance and
banking business models, and for underscoring the fact that traditional insurance
activities do not pose systemic risks. We fully support its decision to develop an
Assessment Methodology to identify G-Sllis based on this premise.

Given that the assessment methodology consists of three steps (as stated in
paragraph 20 of this paper and Question 12 of FAQ), the "Incorporating
supervisory judgment and validation” section (paragraph 45-53) should be
numbered "lI-C" instead of the current "lI-B-(D)". Not only would this way of
numbering be more logical, presenting the supervisory judgment process as an
independent step (as opposed to a sub-section under the methodological
process) would also make it clear to all stakeholders that one process does not
trump or override the other and that both should be subject to the same level of
discussions and challenges.

In Table 1, "securities lending” is categorised as a traditional investment and
funding activity while "cascades of repos and securities lending" is categorised
as a non-traditional investment and funding activity. However, without any further
detailed guidance or clarification, it is difficult to distinguish the two in practice.
This could lead to insurers trying to be on the safe side and categorize most of
their security lending activities as the latter and/or avoid the use of necessary
securities lending. Due consideration should be given to this issue so that it does
not inadvertently steer insurers away from fulfilling their roles as long-term
investors in financial markets.

The explanations for 18 indicators given in paragraph 33 are not sufficient. The
definitions for the terms used in individual indicators should be made clearer and
more detailed calculation formulae should be provided. As mentioned in
paragraph 74, the GIAJ welcomes more detailed and specific instructions and
definitions.
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(4%8 NTNIA) Non-policy holder liabilities and non-insurance revenues
B O indicator Tld. FRBEL S ANIEEICRBEENEZRE L > TLVAA, o | Certain non-insurance activities that necessarily do not pose any systemic risks
ATFIVIYRIELEDSHOERIESELE (FIZERENDOESREBR) (1. 15 (e.g. non-insurance activities that are non-financial) should not be included in the

= o s o= -3 su T N s | calculation. This is consistent with the statement in paragraph 17, "non-insurance
*L?g%jfi__:: [‘Tﬁigggigfﬁ ;5\/15\—75;,72 CHOERY . BFRIRERA LT activities are not necessarily of systemic importance”.

(4738 NTNIA) Variable annuities
Technical provision (TP) (&, {12 RIERIITH-ODEFEHBETHH-T, & It should be made clear that the technical provisions mentioned here refer to
FLLERBRLSHIZURYZHED SHAMVEUHERSABRIAINS Z EIZDOVNTOH general reserves set aside to guarantee benefit payments and exclude ‘reserves

= == A Vs held in segregated accounts’ (in which the insurer bears no investment risk). In
fE E= I I R hn =g
%&Sii;ié%%ih\;;t;4 IETYRIAYTINTNS TP [, RO addition, technical provisions hedged by derivatives should be excluded from the
7R 1[: — = o

calculation of the indicator.

IFS assessment approach 28 W TIEHMIRIBD Y RS9 T A k (22.5%) &# Jus‘; as_the risk weights for no_n.-traditional activities and semi-traditional activities
EHRIR NT 16 ICHBHBEY VAIFZZIZEFEFN D) DTN (12.5%) HELE > (vch(;(':f? mcltutlzles Ivangl;lg;nnuglelsz) g(;der the ItESIassteﬁsmeqt r?tppm?Ch are Eclat
\Bi, FIHIC, HEB7 TO—F T4 VA EFEHMRIBOY T A MERITHIR | anrutiee and non ool Heonce aimioe onder the: iostor anoroeet
Tl . N ‘o . ™™ | annuities and non-traditional insurance activities under the indicator approach
EMTENETHD, (ZLLELEVADYRIANYDITEDNDT VAT 4 TIE T | should be different (ie. tilted) as well. This is further justified given that
JINT 4 TOEETHIESNADSZENS B VADT I/ FOBRERFFT E S &3 | derivatives used for risk hedging purposes of variable annuities are already
BHETH5.) captured under "derivatives trading" under NTNIA.

/N7 38, 39
BARMGHESEIZODVWTHANTE LTS, QRA £l EH 3 514 Ehm Y | Perhaps a scoring example could be illustrated in the FAQ.
BOFCHETEIRETHD, T A VSH—F—DFHOEN GFIz=4£EHL | addition, where ratios are used as an indicator, their highly fluctuant nature
=1538) [CE->TERBEIRELEZGEEORYKWNVGELEDHOMNILTELR should be recognized, and therefore be interpreted cautiously.

ELEZD,

In order to ensure G-Sll policy measures provide "strong disincentives from
‘=5 rs(= T o e N N - ‘ becoming G-SliIs" as described in paragraph 55, there should be a mechanism to
IAIS MES & 512, TG-Slls THRVERISH LT, BESNGWNA 2T 1T E | 0w insurers to keep track of their score and where they rank in the G-SlI list.

5Z 5] ETHEHICE. HEFTELED. BESNGVI=ODEREEMNEE | Insurers need to know (or at least have a reasonably good idea of) where they

BIZHENS DD EDTRITNIEGE LI, stand in order to consider making any necessary changes to their profile.

/37 40-43

IAIS @ IFS Assessment Approach &t 45 A2 T EIZY RO A MMl E4T | We fully support the IAIS's IFS Assessment Approach because it prioritizes
W, BEEICHE>TORBEMIFIZOGA DI EMNDIFFLIL, supervision according to the weighted systemic risk of the portfolio This approach

should be the base line.
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/N3F 51
EEERE L+ T . G-SI BROEBREIZHLTEH. AFFIT @A EDOERC There should be a dialogue (or discussion) process that involves G-SlI candidate
AEEEEML. HRICHLTRELIBEZ AREEEZ ARETHD, insurers. In particular, insurers should be informed of their identification as G-Slls
before the results are made public and be given a formal opportunity to challenge
the decision and/or seek clarification.
/INT 52

BRI G-SIEBEICHT->TEREMEHBRLLS LT3 IAISOT7 TO—F 45X | We support the IAIS's approach to exclude arbitrariness in identifying G-Slis. In

42, GSIDEBRIZONTIETET 2MHYEDBBEA LN & 85T 2, | this context, it goes without saying that the IAIS (or any other body) should not
preempt/pre-determine the number of G-Slls (as if it were a quota).

INT 54

Policy measures M&#EDBEIZHT=-> TlE, BEBEDEMIERZ, BAIZHT=-- | Any G-SlI policy measures should be practical and implementable. Factors such

TOEFAIEESEFNEETEoEARDONS, as the scope (and limitations) of supervisors' legal powers should be taken into
due consideration when deciding measures.

/N7 66

3 RYB®DE#%IZ Tand whether they should apply to the specific activities in | The following should be added at the end of the 3rd bullet:

question (as a higher risk charge) or the firm as a whole (as an uplift in the firm’ s | "and whether they should apply to the specific activities in question (as a higher
capital requirement)] & M0 STz Ly risk charge) or the firm as a whole (as an uplift in the firm's capital requirement)."

/N5 67, 68
IAIS A prohibitions & Y incentive-based measures #1517 L T 3 Z & 2 X $ 5, | We support the IAIS's preference for incentive-based measures over prohibition
HE. RIZHEHOIRBRSLE VIERBELOSIBRERT BI2HF->TlL. —h | measures. If the IAIS were to consider limiting or prohibiting insurers'

- s S A F | - g o | non-traditional insurance activities or non-insurance activities, unintended
ﬁiff\ggg_;;;;ﬁ;zﬁ CTHRb3hoRIED L CIHRERA DRI consequences (including the impact on the greater economy) need to be taken
- =2 » o

into consideration as many activities have significant social value.
/N 69
IAIS DE#ZIZEET 3. G-Slis [Zx9 2 EmMB4Ix. SXTFIvH YRS DY —R | We support the IAIS's views on this paragraph. Any additional measures applied
EHBLEDITBELELDTHAIRZTTHY . VRXFIvs YRIMENEEE (10 G-Slis should specifically target sources of systemic risk, and not traditional

NTND . EHHRIEE R -T2 BNEH E1T 5 R = TlEA L insurance activities which pose little or no systemic risks.

INT T2, 73

GSIYRMDARIZEELTIX. G-SIBs EDELEEH. G-Slis DBEDREBEDIF. | When publishing the G-Slls list, taking into account that it will be read not only by

0 YL EAEE LY, the market but also the wider public, the reason(s) for the identifications, a

= ¥= definition of G-SlIs and the difference between G-Slls and G-SIBs, should be
made clear.
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T—RIRHEA5~6 BLEoTUWBEA, REHN 1~12 ATHUE - hEBOREY

IW—TDEFIZHEEFELV=LY, [Most recent figures available] DERZHET 5
BE. RRIGEENVEEEZ D,

A-2

IFSEHME7 JO0—FIcB+5 THREE) (21X, REEETIL—TOEEEL LTIEE
EEhBGW TE=FEEER] ITHITABEENLDENMNEEFEFNEWNLE
ML=,

A-6
BHOBREEDEER— I+ VAT LLERPICH-2TIE. ETIL—TI12&3B
REIEEDEFADL LLEB I I —TIZ L 58 BMLEHHZHERINT=LY,

UL

EX (EX)

It is explained that data collection would be annually conducted around the
May~June period. However, given that there are jurisdictions/groups whose fiscal
year does not necessarily run from Jan to Dec, a flexible approach to collecting
data, such as the allowance of the use of "the most recent figures available”, is
necessary.

It is our understanding that "total assets" in the IFS assessment approach does
not include the client’'s assets (which are not booked as the insurance group’s
assets) managed in third party asset management business.

The use of a proxy or reasonable estimates should be allowed when segmenting
an insurance group's total assets per type of business.

(end)
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