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ANNEX A - Definition of termsfor the calculation of technical provisions

1. Market consistency: consistent with information provided by the financial markets and
generally available data on underwriting risks (Article 76(3) of the Solvency II

Framework Directive (Directive 2009/138/EC)).

2. Undertaking specific: Specific to the undertaking and thus with potential to differ from

that of other market participants holding an obligation that is identical in all respects.

3. Portfolio specific: Dependent on the characteristics of the insurance portfolio, i.e. that the

characteristic would apply irrespective of which undertaking holds the liability.

4. Realistic: Aimed at identifying scenarios or parameters as they are or will be in the future,
without distorting the situations and by neither underestimating nor overestimating the

value of the parameters.

5. Stochastic asset model: A stochastic asset model is a tool for producing meaningful
future projections of market parameters. It is based on detailed studies of how markets
behave, looking at statistic properties of various market and non market factors. The
model estimates correlated probability distributions of potential outcomes by allowing for
random variation in one or more inputs over time. It then produces economic scenario
files (ESFs), economic scenario generator files (ESGs), which are inputs for stochastic

asset-liability modelling.

6. Deep, liquid and transparent financial market: See the definition in the subsection

regarding circumstances in which technical provisions should be calculated as a whole.

7. Validation techniques: The tools and processes used by the (re)insurance undertaking to
ensure valuation methods, assumptions and results of the best estimate calculation are

appropriate and relevant.

8. Up-to-date (or current) information: Recent or the latest available information which

reflects the situation at the valuation date.

9. Credible information: Information for which it can be reasonably believed that the
information is not manipulated nor distorted in any other way so that it can be used for

valuation purposes

10. Methodology: The term valuation methodology (or methodology) is understood as a set
of principles, rules or procedures for carrying out a valuation of technical provisions. A
valuation methodology would include all stages of a valuation process, such as gathering
and selecting the data, determining the assumptions, selecting an appropriate model for
quantifying the technical provisions, assessing appropriateness of estimations and

documentations and controls.

11. Method(s): The term valuation method(s) or method(s) is used to denote a procedure or

technique which is applied for calculating technical provisions.

12. Projection horizon: The length of the time used in the projection of cash-flows starting

from the date the valuation refers to.

13. Homogenous risk group: Homogenous risk group is a set of (re)insurance obligations
which are managed together and which have similar risk characteristics in terms of, for
example, underwriting policy, claims settlement patterns, risk profile of policyholders,
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PRILOG A - Definicije termina u izracunu tehnickih pri¢uva

1. Trzisna dosljednost: dosljedan informacijama koje pruZaju financijska trZista i opcedostupnim
podacima o preuzetim rizicima osiguranja (Clanak 76(3) Okvira direktive Solventnost 1. (Direktiva
2009/138/E2)).

2. Specifi¢an za drustvo za osiguranje: Koji se odnosi na odredeno drustvo za osiguranje te se
stoga potencijalno razlikuje od ostalih sudionika na trzistu ¢ije su obaveze istovjetne u svakom
pogledu.

3. Specifi¢an za portfelj osiguranja: Zavisan od svojstava portfelja osiguranja, tj. svojstava koja bi
bila vazeca bez obzira na to koje drustvo za osiguranje snosi odgovornost.

4. Realisti¢an: Usmjeren na identificiranje scenarija ili parametara onakvih kakvi jesu ili kakvi ¢e
biti u buduénosti, bez pogreSnog razumijevanja situacija te podcjenjivanja ili precjenjivanja
vrijednosti parametara.

5. Stohasticki model imovine: Stohasticki model imovine koristi se za izradu znacajnih buducih
projekcija trziSnih parametara. Zasnovan je na detaljnim studijama trzisnih kretanja, s obzirom na
statistiCke znacajke razli€itih trzi$nih i netrziSnih ¢imbenika. Model procjenjuje korelirane
distribucije vjerojatnosti potencijalnih ishoda, uz dopustanje sluc¢ajnih varijacija u jednom ili vise
ulaznih podataka tijekom odredenogA vremenskog razdoblja. Potom proizvodi datoteke
gospodarskog scenarija (ESFs), datoteke generatore gospodarskog scenarija (ESGSs), koje
predstavljaju ulazne podatke za izradu stohastickih modela imovine i obveza.

6. Duboko, likvidno i transparentno financijsko trziste: Vidi definiciju u pododjeljku koji se ti¢e
okolnosti u kojima se tehnicke pricuve izraCunavaju kao cjelina.

7. Tehnike vrednovanja: Alati i procesi kojima se koristi drustvo za (re)osiguranje kako bi
osiguralo primjerenost i relevantnost metoda vrednovanja, pretpostavki i rezultata izracuna najbolje
procjene.

8. Azurirane (ili sadasnje) informacije: Najnovije ili posljednje informacije koje se odnose na
situaciju na datum vrednovanja.

9. Vjerodostojne informacije: Informacije za koje se moze s razlogom smatrati da nisu produkt
manipulacije ili na bilo koji drugi nacin iskrivljene te ih se moze koristiti u svrhu vrednovanja.

10. Metodologija: 1zraz metodologija procjene (ili metodologija) odnosi se na skup nacela, pravila
ili postupaka za vrsenje procjene tehnickih pri¢uva. Metodologija procjene obuhvaca sve stupnjeve
procesa vrednovanja, poput prikupljanja i selekcije podataka, odredivanja pretpostavki, izbora
primjerenog modela kvantificiranja tehnickih priuva, procjene primjerenosti postupaka procjene,
dokumentiranja i kontrole.

11. Metoda/Metode: Izraz metoda/metode procjene ili metoda/metode oznacava postupak ili
tehniku koja se primjenjuje za izracun tehnickih pri¢uva.

12. Horizont projekcije: Duljina vremenskoga razdoblja koje obuhvaca projekcija nov¢anog toka,
pocevsi od datuma na koji se odnosi procjena.

RADNA GRUPA ZA ADEKVATNOST SOLVENTNOST KAPITALA — SOLVENCY Il - HANFA - HUO - HAD )
Prijevod i lektura: EDITOR PLUS d.o.0. za HRVATSKI URED ZA OSIGURANIJE m



14.

15.

16.

likely policyholder behaviour, product features (including guarantees), future management
actions and expense structure. The risks in each group should be sufficiently similar and
the group sufficiently large that a meaningful statistical analysis of the risks can be done.
The classification is undertaking specific.

Model points: One of the important inputs of most life actuarial model is information
about policies/policyholders. Examples of such data items include age of policyholder,
original term of policy, outstanding term of policy, amount of benefit on maturity, amount
of benefit on surrender etc. Information about similar policies can be grouped into single
representative data vector known as model point.

Going concern: The assumption that undertaking is going to continue in operation for the
foreseeable future and that it has neither the intention nor the necessity of liquidation.

Best estimate: The technical provisions should be equal to the sum of a best estimate and
a risk margin, except in circumstances where they should be calculated as a whole. The
best estimate is calculated gross, without deduction of the amounts recoverable from
reinsurance contracts and special purpose vehicles. Unless otherwise specified, it is the
gross best estimate.

5/66



13. Homogena rizi¢na grupa: Homogena rizi¢na grupa je skup obveza (re)osiguranja kojima se
skupno upravlja i koje imaju sli¢na svojstva rizika, primjerice u smislu politike preuzimanja rizika,
obrazaca namire odstetnih zahtjeva, profila rizika osiguranika, vjerojatnog ponasanja osiguranika,
znacajki osiguravateljskog proizvoda (ukljucujuéi jamstvo), buduc¢ih mjera uprave i strukture
troskova. Rizici u svakoj grupi moraju biti dovoljno sli¢ni i grupa mora biti dovoljno velika da bi se
mogla izvrsiti znacajna statistiCka analiza rizika. Klasifikacija je specifi¢na za odredeno
osiguravajuc¢e drustvo.

14. To¢ke modela: Jedan od najvaznijih ulaznih podataka za ve¢inu aktuarskih modela Zivotnog
osiguranja jesu informacije o policama/osiguranicima. Primjeri takve vrste podataka ukljuc¢uju dob
osiguranika, izvorno trajanje osiguranja, izvanredno trajanje osiguranja, iznos povlastica pri
dospijecu placanja, iznos povlastica pri otkupu police itd.. Informacije o sli¢nim policama mogu se
grupirati u jedan vektor reprezentativnih podataka koji se naziva i to¢ka modela.

15. Trajnost poslovanja: Pretpostavka da ¢e osiguravajuce drustvo u doglednoj buducnosti
nastaviti s poslovanjem te da nema namjere ni potrebe za likvidacijom.

16. Najbolja procjena: Tehnicke pricuve jednake su zbroju najbolje procjene i granice rizika, osim
u okolnostima kada se izracunavaju kao cjelina. Najbolja procjena izra¢unava se na bruto-osnovi,
bez odbitaka iznosa koji se mogu naplatiti na temelju ugovora o reosiguranju i od subjekata posebne
namjene. Ako nije drugacije odredeno, rije¢ je 0 bruto najboljoj procjeni.
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ANNEX B - Examples of techniquesfor the calculation of the best estimate
of technical provisions

Simulation techniques

1. Rather than considering all possible future scenarios, (re)insurance undertakings can
choose a suitably large number of scenarios which are representative of all possible future
ones. This approach is referred to as a “simulation technique”.

2. For certain life insurance liabilities, in particular the future discretionary benefits relating
to participating contracts or other contracts with embedded options and guarantees,
simulation may lead to a more appropriate and robust valuation of the best estimate
liability.

3. Examples of simulation techniques:

a) Monte-Carlo simulations: the value of the liabilities is calculated in a large
number of scenarios where one or more assumptions are changed in each
scenario. By simulating the behaviour of the random variable(s) in a very large
number of scenarios, the model produces a distribution of possible outcomes so
that a probability weighted average can be calculated ("mean of the
distribution").

0 For example, the nature of the financial options and guarantees embedded in
some life (re)insurance contracts, particularly those with profit
participation, is such that a set of deterministic best estimate assumptions
may not be sufficient to produce a best estimate liability. The application of
closed form analytical solutions to value the options and guarantees may
also be limited, if it is difficult to find market hedges that replicate the
cash-flows under the contract, for example to reflect the use of
management actions or the effects of path dependency. A deterministic or
an analytical technique may therefore not be suitable for valuing such
contracts, and a simulation technique may be needed.

0 Stochastic variation in non-market assumptions such as lapses and option
take-up rates can have a material influence on the valuation of options and
guarantees. One possible approach used is to assume that they are highly
correlated with interest rates/market value which allows the insurer to
include the relationship within the liability models without an additional
stochastic variable.

b) Bootstrapping: one of the most extended uses of bootstrap within actuarial work
is associated with estimation of claims provisions. Starting from a model that
explains how losses are paid, it consists of resampling residuals from that model
and obtaining a large sample of estimated provisions required to pay future
outstanding losses.

c) Simulating losses above a certain threshold and up to a certain limit is also a
frequently used technique by (re)insurers to calculate an estimated expected loss
in respect of a given excess of loss programme.

d) Bayesian approaches, where explicit prior assumptions are blended with
observations resulting in an estimate for the ultimate claim.
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PRILOG B — Primjeri tehnika izra¢una najbolje procjene tehnic¢kih pricuva
Tehnike simulacije

1. Umjesto uzimanja u obzir svih moguc¢ih buducih scenarija, drustva za (re)osiuranje mogu izabrati
dovoljno velik broj scenarija koji su reprezentativni za sve moguée buduée scenarije. Ovaj se
pristup naziva "tehnika simulacije”.

2. Za odredene obveze iz police zivotnog osiguranja, posebice za buduce diskrecijske naknade koje
se odnose na ugovore o osiguranju sa sudjelovanjem u dobiti ili ostale ugovore s ugradenim
opcijama i jamstvima, simulacija moze dovesti do primjerenije i snaznije najbolje procjene obveze.

3. Primjeri tehnika simulacije:

a) Monte-Carlo simulacije: vrijednost obveza izraCunava se uzimajuci u obzir velik broj scenarija,
pri ¢emu se u svakom od njih mijenja jedna ili viSe pretpostavki. Simuliranjem ponaSanja sluc¢ajne
varijable/slucajnih varijabli u vrlo velikom broju scenarija, model proizvodi distribuciju mogucih
ishoda, $to omogucuje izracun prosjeka koji je ponderiran vjerojatnoscu (“srednja vrijednost
distribucije”).

e Primjerice, priroda financijskih opcija i jamstava ugradenih u neke ugovore o Zivotnom
(re)osiguranju, osobito u one sa sudjelovanjem u dobiti, jest takva da deterministi¢ke
pretpostavke najbolje procjene mogu biti nedovoljne za izradu najbolje procjene obveze.
Primjena zatvorenih oblika analitickih rjeSenja za procjenu vrijednosti opcija i jamstava
takoder moze biti ogranicena, ako je teSko pronaci oblike zasti¢ivanja na trzistu koji bi
nadomjestili nov€ane tokove prema ugovoru, primjerice kod predocivanja primjene mjera
uprave ili u¢inaka ovisnosti o putanji. Dakle, moguce je da deterministicka ili analiticka
metoda nece biti prikladna za vrednovanje takvih ugovora te ¢e biti potrebno primijeniti
tehniku simulacije.

e Stohasticke varijacije u netrziSnim pretpostavkama, kao Sto su prestanak osiguranja i stope
prihvacanja opcija, mogu znacajno utjecati na procjenu vrijednosti opcija i jamstava. Jedan
od mogucih pristupa u takvim slu¢ajevima jest to da se pretpostavi kako te pretpostavke
visoko Kkoreliraju s kamatnim stopama/trziSnom vrijednoscu, sto omogucuje osiguravatelju
da tu povezanost uklopi u modele obveza bez dodatne stohasticke varijable.

b) Bootstrap metoda: jedna od najraSirenijih uporaba bootstrap metode u aktuarskom poslovanju
povezana je s procjenom pri¢uva za Stete. Pocevsi od modela koji objasnjava kako se nadoknaduju
gubici, tehnika se sastoji od ponovnog uzorkovanja preostalih trzista iz tog modela i dobivanja
velikog uzorka procijenjenih pricuva potrebnih za nadoknadu buduc¢ih nenadoknadenih gubitaka.

c) Simulacija gubitaka iznad odredenog praga i do odredene granice takoder je ¢esto tehnika kojom
se (re)osiguravatelji ¢esto koriste u procjeni ocekivanoga gubitka s obzirom na odredeni program
reosiguranja viska Stete.

d) Bayesijanski pristupi, u kojima se eksplicitne prethodne pretpostavke spajaju s obrazlozenjima,
Sto rezultira procjenom vezanom uz konaéni zahtjev.
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Analytical techniques

4. The (re)insurance undertaking may be able to use a valuation technique based on closed
form solutions. Such techniques are referred to as analytical techniques and are based on
the distribution of future cash-flows.

5. For the estimation of non-life best estimate liabilities as well as life insurance liabilities
that do not need simulation techniques, deterministic and analytical techniques can be
more appropriate.

6. Examples of analytical techniques:
a) Stochastic variation in non-market assumptions (such as mortality).

b) The time value of options and guarantees may be captured by reference to the
market costs of fully hedging the option or guarantee; if the market price is not
directly observable, it may be approximated using option pricing techniques, for
example closed form solutions such as the Black-Scholes formula.

¢) Techniques which use an assumption that future claim amounts follow a given
mathematical distribution (e.g. Bayesian). These techniques calculate an
undiscounted probability weighted average set of cash-flows without explicitly
considering each potential scenario. An example may be the Mack method, also
known as the distribution free chain ladder.

Deter ministic techniques

7. The (re)insurance undertaking may also be able to use a technique where the projection of
the cash-flows is based on a fixed set of assumptions. The uncertainty is captured in some
other way for example through the derivation of the assumptions. This is referred to below
as a “deterministic approach”.

8. For the estimation of non-life best estimate liabilities as well as life insurance liabilities
that not need simulation techniques, deterministic and analytical techniques can be more
appropriate.

9. At the current point in time, stochastic reserving techniques, especially in non-life
insurance, are not considered as necessary valuation techniques to calculate best estimate
values. The application of deterministic techniques and judgement can be far more
important than the mechanical application of simulation methods.

10. (Re)insurance undertakings may consider deterministic techniques appropriate in
circumstances such as:

a) Where an alternative technique may require the calibration of parameters for
which only inadequate data is available.

b) Where the nature of the liability is complex but the complexity does not
materially affect the result or the complexity cannot be captured better by other
techniques.

c) Where the nature of the liability is sufficiently simple or for other reasons the
nature is such that cash-flow projections based on best estimate assumptions
result in a best estimate liability.

11. Examples of deterministic techniques:
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Analiti¢ke tehnike

4. Drustvo za (re)osiguranje moze se koristiti tehnikom procjene osnovanom na rjeSenjima zatvorenog
oblika. Takve se tehnike nazivaju analitiCkim tehnikama i zasnivaju se na distribuciji buduc¢ih nov€anih
tokova.

5. Za najbolju procjenu obveza nezivotnog osiguranja, kao i za procjenu obveza Zivotnog osiguranja za
koje nisu potrebne tehnike simulacije, deterministicke 1 analiti¢ke tehnike mogu biti primjerenije.

6. Primjeri analiti¢kih tehnika:
a) Stohasticka varijacija u netrzi$nim pretpostavkama (poput smrtnosti).

b) Vremenska vrijednost opcija i jamstava moze se odrediti s obzirom na troSkove potpune zastite od
rizika opcije ili jamstva; ako se trziSna cijena ne moze direktno utvrditi, moze se priblizno ustanoviti
pomocu tehnika odredivanja cijene opcijama, primjerice pomocu rjeSenja zatvorenog oblika poput
Black-Scholesove formule.

c) Tehnike koje se koriste pretpostavkom da su buduéi iznosi potrazivanja rasporedeni u skladu s danom
matemati¢kom distribucijom (npr. Bayesijanska). Te tehnike omoguc¢uju izracun prosjeka ponderiranog
vjerojatno$c¢u nediskontiranog skupa novc¢anih tokova, bez eksplicitnog razmatranja svakoga pojedinoga
moguceg scenarija. Kao primjer moze posluziti Mackova metoda, poznata i kao “chain ladder” metoda
bez distribucije.

Deterministi¢ke tehnike

7. Drustvo za (re)osiguranje moze se takoder koristiti tehnikom u kojoj se projekcija novéanih tokova
zasniva na nepromjenjivom skupu pretpostavki. Neizvjesnost se pritom odreduje na neki drugi nacin,
primjerice izvodenjem iz pretpostavki. U daljnjem se tekstu ovaj pristup naziva “deterministicki

pristup”.

8. Za najbolju procjenu obveza nezivotnog osiguranja, kao i za procjenu obveza iz Zivotnog osiguranja
za koje nisu potrebne tehnike simulacije, deterministi¢ke i analiticke tehnike mogu biti primjerenije.

9. U danasnje se vrijeme stohasticke tehnike izratunavanja pricuva, posebno za nezivotno osiguranje, ne
smatraju vi§e potrebnim tehnikama procjene u izraCunu vrijednosti najbolje procjene. Primjena
determinstickih tehnika i prosudbe moze biti mnogo vaznija od mehanic¢ke primjene metoda simulacije.

10. Drustva za (re)osiguranje mogu deterministicke tehnike smatrati primjerenima u ovim okolnostima:

a) Kada bi alternativna tehnika zahtijevala kalibraciju parametara za koje postoje samo neodgovarajuci
podaci.

b) Kada je obveza sloZene prirode, no njezina sloZzenost ne utje¢e znacajno na rezultat ili se pak njezina
slozenost ne moze bolje prikazati ostalim tehnikama.

c) Kada je priroda obveze dovoljno jednostavna ili je iz drugih razloga takva da projekcije novéanoga
toka zasnovane na najboljoj procjeni preuzimanja rizika rezultiraju obvezom prema najboljoj procjeni.

11. Primjeri deterministickih tehnika:
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g)

Actuarial methods such as Chain ladder, Bornhuetter-Ferguson, average cost per
claim method, etc...

Stress and scenario testing; for example, adjusting data for inflation and allowing
inflation to vary, thus producing sensitivities around this parameter.

Influential observations or outliers have been allowed for appropriately, for
example via case by case reserving.

Systematic as well as other random features are being captured through
sensitivity testing, diagnostics or other techniques (this could be stochastic).

Where a calculation relies on assumptions of an even spread of risk over the
policy year and this is not the case (e.g. seasonality such as due to weather or
hurricane season) the proportions should be adjusted.

The use of relevant assumptions or other external/portfolio specific data as an
input to the calculation when there is lack of data or as a benchmark for
comparison.

Embedded options may be captured by considering different scenarios chosen to
capture, as far as possible, the full range of future scenarios. An appropriate
average or worst-case technique could be used to derive an initial estimate of the
value of options embedded in the life insurance portfolio. A deterministic-to-
stochastic adjustment could then be applied. This adjustment may be derived
from any standardised method including flat benchmarked percentages.

Combination of techniques

12. A (re)insurance undertaking may use a combination of approaches when calculating the
best estimate. For example:

a)

b)

The (re)insurance undertaking may use a valuation technique which fails to
include one or more causes of uncertainty. The excluded/additional cause of
uncertainty could then be valued accurately as a separate set of cash-flows or
measured through the use of validation tools and appropriate adjustments made.

The (re)insurance undertaking may identify that much of the cause of uncertainty
arises from one or more risk (e.g. investment returns) with the remaining risks
making a much smaller contribution to the uncertainty (e.g. mortality
experience). In this example, the (re)insurance undertaking may choose to use a
valuation technique which combines a simulation approach for investment
returns with either a deterministic or analytical approach for mortality experience
provided the loss of accuracy is sufficiently small.

Special case of pure unit-linked contracts

13. Pure unit-linked contract [for these purposes] refers to case of a pure financial savings
product, linked to the performance of a particular portfolio, with no financial guarantees
attached, but which pays the market value of the units at the earlier of maturity, death or
surrender. The underlying portfolio (used as reference to set out the amount to be paid in
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a) Aktuarske metode kao Sto su Chain ladder, Bornhuetter-Fergusonova, metoda prosje¢nog troska
po zahtjevu itd..

b) Testiranje osjetljivosti na stres i scenarije: primjerice, prilagodavanjem podataka za razdoblje
inflacije i dopustanjem da inflacija varira, pri ¢emu se stvaraju podrucja osjetljivosti oko tog
parametra.

C) Znacajna obrazlozenja ili odstupanja primjereno su uzeta u obzir, primjerice odredivanjem
pricuva od slucaja do slucaja.

d) Sistematske kao i sve druge sluc¢ajne karakteristike obuhvacene su testovima osjetljivosti,
dijagnostikom ili drugim tehnikama (ovo moze biti stohasticko).

e) U slucaju da se izra¢un zasniva na pretpostavci ravnomjerne podjele rizika tijekom godine
osiguranja, a da to nije zbiljski slucaj (npr. uslijed odredenosti vremenskim uvjetima, kao Sto je
nevrijeme ili sezona uragana), omjere je potrebno prilagoditi.

f) KoriStenje relevantnih pretpostavki ili drugih vanjskih podataka/podataka specifi¢nih za portfel]
osiguranja kao ulaznih podataka za izracun, u sluc¢ajevima kada nedostaju podaci ili kao referentnih
vrijednosti za usporedbu.

g) Ugradene opcije mogu se prikazati uzimanjem u obzir razli¢itih scenarija izabranih radi §to
boljeg obuhvacanja cjelokupnog spektra bududih scenarija. Primjerena tehnika procjenjivanja
prosjecnoga ili najgoreg scenarija moze se koristiti za dobivanje pocetne procjene vrijednosti opcija
ugradenih u portfelj zivotnog osiguranja. Potom se moze naciniti odgovarajuca deterministicko-
tostohasticka prilagodba. Ta se prilagodba moze izvesti bilo kojom standardiziranom metodom,
ukljucujuéi pausalne referentne postotke.

Kombinacija tehnika

12. Drustvo za (re)osiguranje moze se koristiti kombiniranim pristupom u izrac¢unu najbolje
procjene. Primjerice:

a) Drustvo za (re)osiguranje moze se koristiti tehnikom procjene koja iskljucuje jedan ili vise
uzroka neizvjesnosti. Iskljuceni/dodatni uzrok nesigurnosti moze se potom to¢no procjenjivati kao
zaseban skup novcéanih tokova ili se pak moze mjeriti alatom za procjenu nacinjenih primjerenih
prilagodbi.

b) Drustvo za (re)osiguranje moze identificirati jedan ili vise rizika kao glavni uzrok neizvjesnosti
(npr. povrati od ulaganja), a preostale rizike kao one koji u manjoj mjeri pridonose nesigurnosti
(npr. iskustvo vezano uza stopu smrtnosti). U ovakvom primjeru, drustvo za (re)osiguranje moze
izabrati tehniku procjene koja kombinira simulacijski pristup za povrate od ulaganja s
deterministickim ili analitiCkim pristupom za iskustvo vezano uza stopu smrtnosti, uz uvjet da se
relativno malo gubi na to¢nosti.

Posebni slucajevi ¢istih ugovora o osiguranju po jedinici

13. Cisti ugovor o osiguranju po jedinici [za trenuta¢ne potrebe] odnosi se na &isti proizvod novéane
Stednje, povezan s rezultatima odredenog portfelja, koji nema pridodana financijska jamstva, no
trzisnu vrijednost jedinica isplacuje prije dospijeca, smrti osiguranika ili otkupa police. Osnovni
portfelj (koji se koristi kao osnova odredivanja svote koju treba isplatiti u slucaju dospijeca, smrti
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14.

15.

case of maturity, death or surrender), is composed of assets which are not traded on a
deep, liquid and transparent market.

The calculation of technical provisions for these type of contracts will require modelling
the assets set out as reference according the three building block scheme (discounted
projected cash flows), considering that non traded assets need in any case a mark to model
(which in most of cases implies stochastic modelling, at least to incorporate the non trade
feature passed on to policyholders).

Where the proportionality principle is applicable, the guarantees of these contracts
exclusively dependent on the value of the non-traded assets might be valued in a
simplified manner, directly allowing for the valuation derived from an appropriate mark-
to-model approach of the assets used as a reference.
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osiguranika ili otkupa police) sastavljen je od imovine kojom se ne trguje na dubokomu, likvidnom
I transparentom trzistu.

14. Izracun tehnickih pricuva za takav tip ugovora zahtijeva modeliranje imovine koja je navedena
kao osnovna prema shemi s trima gradbenim blokovima (diskontirani projektirani nov¢ani tokovi),
uzimajuci u obzir da se imovina kojom se ne trguje treba u svakom slucaju vrednovati prema
modelu (Sto u vecini slucajeva podrazumijeva stohasticko modeliranje, barem radi obuhvacéanja
svojstva netrgovanja koje se prenosi osiguranicima).

15. U slucajevima kada je primjenjiv princip proporcionalnosti, vrijednost jamstava ovih ugovora
koja ovise isklju¢ivo 0 vrijednosti imovine kojom se ne trguje moze se procijeniti na
pojednostavljen nacin, koji izravno omogucéuje procjenu na osnovi odgovaraju¢ega vrednovanja
prema modelu imovine koja se uzima kao osnovna.
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ANNEX C - Guidance on the definition on health insurance

1. The following table sets out the treatment of several insurance products in relation to the
definition of health insurance.
Definition

Classification

Critical illness insurance = dread disease
insurance

An insurance policy that makes a lump sum
payment in the event of the policyholder
contracting one of a list of critical illnesses
(e.g. cancer).

Critical illness insurance can be sold as a
separate health or life insurance policy, but
can also be a rider to a (group) life or health
insurance contract.

Under this product different types of covers
may exist (creditor insurance, individual
protection...). Such different covers may need
classification under SLT or non-SLT
depending on the underlying risks.

Health insurance obligations

So called
insurance”

“Accelerated critical illness

An insurance policy that makes a lump sum
payment on the earlier of the following
events:

- The death of the policyholder

- The policyholder contracting one of a list of
critical illnesses (e.g. cancer) or (potentially)
on disability because the main risk driver is
usually death rather than contracting the
illness.

Life insurance obligations, but not health
insurance obligations

Permanent health insurance not subject to
cancellation currently existing in Ireland and
the United Kingdom

An insurance policy that pays a monthly
income if the policyholder become unable to
work because of illness or accidental injury

Health insurance obligations (SLT Health) —
because it is income protection
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PRILOG C - Smjernice za definiranje zdravstvenog osiguranja

1. U tablici koja slijedi navedeni su postupci za nekoliko proizvoda osiguranja, ovisno o definiciji

zdravstvenog osiguranja.

Definicija

Klasifikacija

Osiguranje u sluéaju teSke bolesti =
osiguranje u slu¢aju kriti¢ne bolesti

Polica osiguranja u skladu s kojom se
isplacuje pausalni iznos u slucaju da
osiguranik oboli od neke od bolesti s popisa
tesSkih bolesti (npr. od raka).

Osiguranje u slucaju teske bolesti moze se
prodavati kao zasebna polica zdravstvenoga
ili zivotnog osiguranja, no moze biti i
dodatak (skupnom) ugovoru o zivotnome ili
zdravstvenom osiguranju.

Kod ovog proizvoda postoje razli¢ite vrste
pokrica (osiguranje vjerovnika, individualna
zaStita...). Ta razli¢ita pokri¢a mozda ¢e biti
potrebno svrstati pod SLT ili ne-SLT, ovisno
0 rizicima Kkoji proizlaze iz osiguranja.

Obveze zdravstvenog osiguranja.

Takozvano “Osiguranje od teSke bolesti s
ubrzanim tijekom”

Polica osiguranja koja isplacuje pausalni
iznos u slu¢aju ranijeg od sljede¢ih dogadaja:

- Smrt osiguranika.

- Obolijevanje osiguranika od neke od bolesti
s popisa teskih bolesti (np. od raka) ili
(potencijalno) invalidnost, buduci da je
glavni pokretac rizika obi¢no smrt a ne
obolijevanje.

Obveze zivotnog, ali ne i zdravstvenog
osiguranja.

Trajno zdravstveno osiguranje koje se ne
moZze ponistiti, a trenuta¢no postoji u Irskoj i
Ujedinjenom Kraljevstvu

Polica osiguranja koja tijekom odredenoga
vremenskog perioda isplacuje iznos u visini
mjesecnog prihoda ako osiguranik postane
nesposoban za rad zbog bolesti ili ozljede
uzrokovane nesrecom

Obveze zdravstvenog osiguranja (SLT
zdravstveno) — jer je rije¢ o zastiti priohoda
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for a given period

Terminology: PHI is not just available in the
UK and Ireland. It is just another term
referring to disability insurance. It is also
referred to as income protection (IP)

Private medical insurance (as sold in the
UK)

An insurance policy that pays for the
treatment for curable short-term illness or
injury (commonly known as acute
conditions). Cover is generally renewed
annually

Health
Health)

insurance  obligations (Non-SLT

Funeral cost insurance

A life policy with a low sum assured intended
to pay for the burial costs on the death of the
insured. Also referred to as an assistance
policy or rider to a health insurance policy

Life insurance obligations, but not health
insurance obligations

Long term care insurance

An insurance policy that makes periodic
payments when the policyholder needs
assistance for activities of daily living or
medical care required to manage a chronic
condition. The policy will generally cover
some of, if not all, the costs associated with
skilled nursing facilities, residential care
homes, assisted living or other types of
similar facilities.

Health insurance obligations

Health insurance as an alternative to social
security (as defined in Article 206 of the
Solvency II Framework Directive)

Health insurance obligations

Workers compensation insurance

Insurance cover for the cost of medical care
and rehabilitation for workers injured on the
job, during the way to and from the job, or to
work related diseases.

Workers compensation insurance also
compensates for wage loss and provides
disability or death benefits for beneficiaries if
the insured person is killed or injured in
work-related accidents.

Health insurance obligations
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Terminologija: TZO nije dostupan samo u
Ujedinjenom Kraljevstvu i Irskoj. Rije¢ je
samo o drugom nazivu za osiguranje od
invaliditeta. Takoder se naziva i zastitom
prihoda (ZP)

Privatno zdravstveno osiguranje (kakvo je | Obveze zdravstvenog osiguranja (Ne-SLT
dostupno u Ujedinjenom Kraljevstvu) zdravstveno)

Polica osiguranja koja placa lijecenje
izljeCivih kratkotrajnih bolesti ili ozljeda
(poznatih i kao akutni uvjeti). Pokrice se
uglavnom obnavlja jednom godisnje.

Osiguranje za pogrebne troskove Obveze Zivotnog, no ne i zdravstvenog
osiguranja

Polica zivotnog osiguranja sa osiguranim
malim iznosom za pokrivanje troskova
pogreba nakon smrti osiguranika. Takoder se
naziva pomo¢nom policom ili dodatkom
polici zdravstvenog osiguranja.

Osiguranje za dugotrajnu skrb Obveze zdravstvenog osiguranja

Polica osiguranja koja povremeno uplacuje
iznos, kada je osiguraniku potrebna pomo¢ u
svakodnevnom zivotu ili zdravstvena skrb
zbog kroni¢ne bolesti. Polica uglavnom
djelomicno ili sasvim pokriva troskove
strucnog njegovatelja, rezidencijalnih
ustanova za zbrinjavanje, pomo¢i u
svakodnevnom zivotu ili drugim vrstama
usluga i ustanova.

Zdravstveno osiguranje kao alternativa Obveze zdravstvenog osiguranja
spcijalnom osiguranju (kako je odredeno u
Clanku 206 Okvira direktive Solventnost I1.)

Osiguranje za slucaj ozljede na radu i Obveze zdravstvenog osiguranja
profesionalne bolesti

Pokri¢e osiguranja za troSkove zdravstvene
skrbi i rehabilitacije radnika ozlijedenih na
poslu, tijekom dolaska ili odlaska s posla, ili
za oboljenja vezana uz posao.

Osiguranje za slucaj ozljede na radu i
profesionalne bolesti takoder nadoknaduje
gubitak place te pruza naknade za invalidnost
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Annuities paid on non-life products which
are not health insurance (e.g. stemming from
third party liability claims or motor third

Life insurance obligations

party vehicle liability claims)

Annuities related to
insurance and workers’ compensation

income protection | Health insurance obligations (SLT Health)

Unemployment guarantees

Non-life insurance obligations, but not health
insurance obligations

Assistance as defined in Article 6 of the
Solvency II framework Directive

Non-life insurance obligations

Supplementary insurance underwritten in
addition to life insurance, in particular:

(1)

including incapacity for employment,

(2) insurance against death resulting from an
accident and

(3) insurance against disability resulting from
an accident or sickness

Health insurance obligations

insurance against personal injury

Preventive medical expenses

Health insurance obligations

M ortgage insurance contracts

In some cases, creditor insurance provides for the following guarantees: death guarantee,
accidental death guarantee, disability/critical illness. In some markets, credit insurance is
offered in connection with trade credits and insures against default of the debtor. It is
usually purchased by companies and not individuals. The insurance pays in case of

e Independent of the cause of default (subject to any restrictions mentioned in the

For consumer credit, it usually insures against death, morbidity/disability and possibly

unemployment. The mortality component is priced using life methodologies, whereas
other components tend to be priced using non-life methodologies (but could also be based

For personal loans, the insurance covers mostly mortality risk (so that it is actually a term
insurance with varying death benefit). It is also possible to add morbidity/disability

2.

default:

insurance contract).
e Dependant on the employment state.

3.

on life methodologies).
4.

protection as for consumer credits.
5.

Mortgage insurance could be treated similarly to income insurance, although the risks
could depend more on macroeconomic parameters than in other health insurance products.
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ili smrt za korisnike u slucaju da osiguranik
pogine ili pretrpi ozljedu u nesreci na
radnome mjestu.

Rente koje se isplacuju za proizvode Obveze zivotnog osiguranja
nezivotnog osiguranja koji ne spadaju pod
zdravstveno osiguranje (npr. koji proizlaze iz
zahtjeva na osnovi odgovornosti treée strane
ili odstetnih zahtjeva na osnovi odgovornosti
vozila trece strane)

Rente povezane sa zaStitom prihoda i Obveze zdravstvenog osiguranja (SLT
osiguranjem za slu¢aj ozljede na radu i zdravstveno)
profesionalne bolesti

Jamstva za nezaposlene Obveze nezivotnoga, no ne i zdravstvenog
osiguranja

Pomo¢ kako je odredena u Clanku 6 Okvira | Obveze neZivotnog osiguranja
direktive Solventnost I1.

Dodatna osiguranja preuzeta uz zivotno Obveze zdravstvenog osiguranja
osiguranje, posebice:

(1) osiguranje za slu¢aj osobne ozljede,
ukljucujuéi osiguranje od nesposobnosti za
rad,

(2) osiguranje za slucaj smrti zbog nesretnog
slucaja te

(3) osiguranje za slu¢aj invalidnosti u slucaju
nezgode ili bolesti

Troskovi preventivnog lije¢enja Obveze zdravstvenog osiguranja

Ugovori o osiguranju hipoteke

2. U nekim sluc¢ajevima osiguranje vjerovnika nudi ova jamstva: jamstvo za slucaj smrti, jamstvo za
slu¢aj smrti zbog nesretnog slucaja, invalidnost/teska bolest. Na nekim se trziStima kreditno
osiguranje nudi vezano uz trgovacke kredite i osigurava od neispunjenja ugovorne obveze duznika.
Obic¢no ga kupuju tvrtke, a ne pojedinci. Osiguranje se isplacuje u slu¢aju neispunjenja ugovorne
obveze:

e neovisno o uzroku neispunjenja ugovorne obveze (podlozno svim ograni¢enjima

navedenima u ugovoru o osiguranju),

e 0Visno o statusu zaposlenosti.
3. Za potrosacke kredite, obi¢no se osigurava za slucaj smrti, morbiditeta/invalidnosti, ponekad i
nezaposlenosti. Za komponentu smrtnosti cijena premije izracunava se metodologijom koja se
odnosi na zivotno osiguranje, dok se za ostale komponente obéno izra¢unava metodologijom koja
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6. In each case, mortgage insurance can in most or all cases be unbundled in:
e Life insurance obligations, but not health insurance obligation (term insurance)
e Health insurance obligations (disability insurance)

e Non-life insurance obligations, but not health insurance obligation
(unemployment insurance)
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se odnosi na nezivotno osiguranje (no mogu biti zasnovane i na metodologiji koja se odnosi na
Zivotno osiguranje).

4. Za osobne zajmove, osiguranje pokriva uglavnom rizik od smrtnosti (tako da je zapravo rijec¢ o
oro¢enom osiguranju s promjenjivim naknadama u slu¢aju smrti). Takoder, moguce je dodati zastitu
od morbiditeta/invalidnosti kao kod potrosackih kredita.

5. Osiguranje hipoteke moglo bi se obradivati na sli¢an nac¢in kao i osiguranje prihoda, iako bi rizici
kod prethodnoga mogli u ve¢oj mjeri ovisiti o makroekonomskim parametrima nego $to je to slucaj
s drugim proizvodima zdravstenog osiguranja.

6. U svakom slucaju, troskovi osiguranja hipoteke mogu u vecini ili u svim slu¢ajevima potpadati
pod:

e O0bveze zivotnog, ali ne 1 zdravstevnog osiguranja (oroceno osiguranje)

e O0bveze zdravstvenog osiguranja (osiguranje u slu¢aju invalidnosti)

e o0bveze nezivotnog, ali ne i zdravstvenog osiguranja (osiguranje u sluc¢aju nezaposlenosti).
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ANNEX D - Examples on the boundary of insurance contracts

This annex sets out a number of examples to illustrate the definition of the contract boundary
that is used to decide which insurance and reinsurance obligation should be recognised and
included in the calculation of technical provisions. The examples are taken from a letter of
several insurance associations to the International Accounting Standards Board.' However the
conclusions for some examples differ from the conclusions set out in the letter. (Namely
examples A4, AS, B3, B5, B6, B8, B9. Example A9 was left out because it was not
conclusive.)

For each example a conclusion according to the definition of contract boundary set out in
subsection V.2.2 is provided. However, where the example description does not clarify
relevant details of the terms and conditions of the contract, the analysis may well arrive at
different conclusions depending on the details of a specific contract. This applies in particular
to the following phrases which lack precision: “pricing formula is partly fixed” in examples
Al and A2, “premiums are capped” in example A3, “current market premiums” in examples
A4 and AS as well as “no claims discount” in example A13, “review the premium rates” and
“experience is significantly different to that expected” in the description of product B6 and
“adjustment for general market experience” in the description of product BS.

Example contract Contract boundary
AT) The contract is for a fixed term and the pricing The fixed term is the contract
formula is at least partly fixed throughout the term. boundary.

There are no options to extend the policy term in the
contract. Neither the insurer nor the policyholder can
cancel the policy during the term. The policyholder
can compel the insurer to continue accepting
premiums and pay valid claims, and the insurer can
compel the policy holder to continue paying

premiums.
A2) The contract is for a fixed term and the pricing The fixed term is the contract
formula is at least partly fixed throughout the term. boundary.

There are no options to extend the policy term
contained in the contract. The insurer cannot cancel
the policy during its term. The policyholder can
compel the insurer to continue accepting premiums
and pay valid claims. The policyholder can cease
paying premiums, in which case the policy lapses. The
insurer cannot, in practice, compel the policyholder to
continue paying premiums.

! See http://www.cea.eu/uploads/DocumentsLibrary/documents/1241447091_joint-contract-boundaries-
paper.pdf
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PRILOG D - Primjeri roka utvrdenog ugovorom o osiguranju

U ovom su prilogu navedeni primjeri koji ilustriraju definiciju roka utvrdenog ugovorom koji se
koristi pri odlu¢ivanju o tome koja obveza osiguranja i reosiguranja treba biti uzeta u obzir pri
izracunu tehnickih pri€uva. Primjeri su uzeti iz pisma nekolicine osiguravateljskih udruzenja
Odboru za medunarodne radunovodstvene norme*. Medutim, zaklju&ci nekih primjera razlikuju se
od onih iznesenih u pismu (rije¢ je o primjerima A4, A5, B3, B5, B6, B8 i B9; primjer A9 je
izostavljen jer nije konkluzivan).

Za svaki je primjer naveden zakljucak, u skladu s definicijom ograni¢enja ugovora danom u
pododjeljku V.2.2. Medutim, ako dani primjer ne razjaSnjava sve pojedinosti uvjeta ugovora,
analiza moze dovesti do drugacijeg zaklucka, ovisno o detaljima pojedinog ugovora. Ovo se
posebno odnosi na ove nedovoljno precizne izraze: “formula izraCunavanja cijene je djelomi¢no
nepromijenjena” u primjerima Al i A2, “premije imaju gornju granicu” u primjeru A3, “trenutacne
trziSne premije” u primjerima A4 i A5, kao i “popust na nedostatak potrazivanja” u primjeru Al3,
“kontrolirati premijske stope” te “iskustvo je znacajno drugacije od o¢ekivanog” u opisu proizvoda
B6 i “prilagodba s obzirom na opée iskustvo na trzistu” u opisu proizvoda BS.

Primjer ugovora Rok utvrden ugovorom

A1) Ugovor se sklapa na odredeno razdoblje i formula | Rok utvrden ugovorom je razdoblje utvrdeno
odredivanja cijene je barem djelomi¢no nepromijenjena | ugovorom.

tijekom tog razdoblja. Ne postoji mogucénost
produljivanja razdoblja osiguranja zadanog ugovorom.
Ni osiguravatelj ni korisnik ne mogu otkazati policu
osiguranja tijekom tog razdoblja. Korisnik moze
prinuditi osiguravatelja da nastavi prihvacati premije i
izvrSavati isplate prema valjanim potrazivanjima, a
osiguravatelj moZe primorati korisnika da nastavi
uplacivati premije.

A2) Ugovor se sklapa na odredeno razdoblje i formula | Rok utvrden ugovorom je razdoblje utvrdeno
odredivanja cijene je barem djelomi¢no nepromijenjena | Ugovorom.

tijekom tog razdoblja. Ne postoji mogucénost
produljivanja razdoblja osiguranja zadanog ugovorom.
Osiguravatelj ne moze ponistiti policu osiguranja
tijekom tog razdoblja. Korisnik moze prinuditi
osiguravatelja da nastavi prihvacati premije i izvrSavati
isplate prema valjanim potrazivanjima. Osiguranik
moze prestati placati premije te u takvom slucaju
osiguranje prestaje. Osiguravatelj ne moze, u praksi,
primorati osiguranika da nastavi pla¢ati premije.

A3) Ugovor se sklapa na odredeno razdoblje i ne Rok utvrden ugovorom jest razdoblje

1 Vidi http://www.cea.eu/uploads/DocumentsLibrary/documents/1241447091_joint-contract-boundariespaper.pdf
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A3) The contract is for a fixed term and there are no
options to extend. The insurer cannot cancel the policy
during its term. The premiums for each year are based
on current market premiums, but the premiums are
capped. This cap will be valuable for impaired lives.
The policyholder can compel the insurer to continue to
accept premiums and pay valid claims. The
policyholder can cease paying premiums, in which
case the policy lapses. The insurer cannot, in practice,
compel the policyholder to continue paying premiums.
Policyholders have an economic incentive to continue
paying premiums because this keeps alive their option
to renew if the cap is likely to come into the money.

The fixed term is the contract
boundary.

A4) The contract is for a fixed term and there are no
options to extend. The insurer cannot cancel the policy
during its term. The premiums for each year are based
on current market premiums but there is no
reassessment of the individual policyholder’s risk
profile. The policyholder can compel the insurer to
continue accepting premiums and pay valid claims.
The policyholder can cease paying premiums, in
which case the policy lapses. The insurer cannot, in
practice, compel the policyholder to continue paying
premiums. The contract includes an investment
component and a significant penalty for early
surrender gives policyholders an economic incentive
to continue paying premiums.

The contract includes the premiums
for the first year only, because the
insurance undertaking has an
unlimited ability to amend the
premium after one year. As the
undertaking has an unlimited ability
to amend the market premiums, the
restriction of the contract’s
premiums to the market premiums
does usually not effectively limit the
ability of the undertaking to amend
the premiums.

AS5) The contract is for a fixed term and there are no
options to extend. The insurer cannot cancel the policy
during its term. The premiums for each year are based
on current market premiums at the time of renewal but
there is no reassessment of the individual
policyholder’s risk profile. The policyholder can
compel the insurer to continue accepting premiums
and pay valid claims. The policyholder can cease
paying premiums, in which case the policy lapses. The
insurer cannot, in practice, compel the policyholder to
continue paying premiums. The policyholder has some
economic incentive to continue paying premiums
because of the guarantee of continued insurability, but
the premiums charged will always reflect the current
market rates.

The contract includes the premiums
for the first year only, because the
insurance undertaking has an
unlimited ability to amend the
premium after one year. As the
undertaking has an unlimited ability
to amend the market premiums, the
restriction of the contract’s
premiums to the market premiums
does usually not effectively limit the
ability of the undertaking to amend
the premiums.

A6) The contract is renewable annually. The policy is
renewed automatically each year at current premium
rates for a further year unless the policyholder or
insurer gives three months notice of cancellation.

The contract boundary is one year.
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postoji moguénost produljivanja. Osiguravatelj ne
moze otkazati policu osiguranja tijekom tog razdoblja.
Premije za svaku godinu zasnovane su na trenuta¢nim
trZiSnim premijama, ali imaju odredenu gornju granicu.
Ta ¢e granica koristiti osobama pogor$anog
zdravstenog stanja. Korisnik moze prinuditi
osiguravatelja da nastavi prihvacati premije i izvrSavati
isplate prema valjanim potrazivanjima. Osiguranik
moze prestati placati premije te u takvom slucaju
osiguranje prestaje. Osiguravatelj ne moze, u praksi,
primorati osiguranika da nastavi uplac¢ivati premije.
Postoji ekonomski poticaj za osiguranike da nastave s
uplaéivanjem premija, jer im to ostavlja otvorenu
mogucnost obnavljanja police ako se ¢ini vjerojatnim
da ¢e njhova novc¢ana sredstva dosegnuti gornju
granicu iznosa premije.

utvrdeno ugovorom.

A4) Ugovor se sklapa na odredeno razdoblje i ne
postoji moguénost produljivanja. Osiguravatelj ne
moZe otkazati policu osiguranja tijekom tog razdoblja.
Premije za svaku godinu zasnovane su na trenuta¢nim
trZzSnim premijama, no nema ponovne procjene profila
rizika svakoga pojedinog osiguranika. Korisnik moze
prinuditi osiguravatelja da nastavi prihvacati premije i
izvrSavati isplate prema valjanim potraZivanjima.
Osiguranik moze prestati placati premije te u takvom
slucaju osiguranje prestaje. Osiguravatelj ne moze, u
praksi, primorati osiguranika da nastavi uplacivati
premije. Ugovor sadrzi komponentu ulaganja, a visoke
novc¢ane kazne za preuranjeni otkup pruzaju ekonomski
poticaj osiguraniku da nastavi uplac¢ivati premije.

Ugovor pokriva samo premije za prvu
godinu jer osiguravateljsko drustvo ima
neograni¢eno pravo promjene premija nakon
jedne godine. Buduéi da osiguravateljsko
druStvo ima neograni¢eno pravo promjene
trZiSnih premija, ograni¢avanje premija u
ugovoru na trziSne premije zapravo ne
ogranicava pravo osiguravateljskog drustva
na promjenu premija.

AS5) Ugovor se sklapa na odredeno razdoblje i ne
postoji moguénost produljivanja. Osiguravatelj ne
moze otkazati policu osiguranja tijekom tog razdoblja.
Premije za svaku godinu zasnovane su na trenuta¢nim
trZiSnim premijama, no nema ponovne procjene profila
rizika svakog pojedinog osiguranika. Korisnik moze
prinuditi osiguravatelja da nastavi prihvacati premije i
vrSiti isplate prema valjanim potrazivanjima.
Osiguranik moze prestati placati premije, te u takvom
sluGaju osiguranje prestaje. Osiguravatelj ne moze, u
praksi, primorati osiguranika da nastavi uplac¢ivati
premije. Zajamc¢ena kontinuirana sposobnost
osiguravanja pruza osiguraniku odreden ekonomski
poticaj da nastavi uplacivati premije, no iznos premija
uvijek ¢e biti uvjetovan trenutnim trziSnim stopama.

Ugovor pokriva samo premije za prvu
godinu jer druStvo za osiguranje ima
neograni¢eno pravo promjene premija nakon
jedne godine. Buduc¢i da osiguravateljsko
dru$tvo ima neograni¢eno pravo promjene
trzi$nih premija, ograni¢avanje premija u
ugovoru na trziSne premije zapravo ne
ogranicava pravo osiguravateljskog drustva
na promjenu premija.

AB) Ugovor se obnavlja jednom godisnje. Polica se
automatski obnavlja svake godine za sljede¢u godinu
po trenuta¢nim stopama premije, osim ako osiguranik

Rok utvrden ugovorom jest jedna godina.
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A7) The contract is annual. The insurer sends the
policyholder a renewal notice annually. In practice, a
new contract starts at current premium rates, unless the
policyholder informs the insurer that renewal will not
take place. The insurer has the right to reassess the
individual policyholder’s risk profile. Legally, renewal
is not automatic, but in practice, the contract is
administered in a way that makes renewal virtually
automatic.

The contract boundary is one year.

AS8) The contract is annual. The policyholder is
required to sign a preprinted proposal form containing
all the relevant contract details, as recorded in the
insurer’s database, and to confirm any changes in
circumstances. If the policyholder does not sign and
return the proposal form, no new contract starts.

The contract boundary is one year.

A10) The contract is annual. Because of concerns for
its reputation, the insurer feels obliged to continue
writing certain classes of business. There is no
constraint in the contract on pricing or ability to
underwrite.

The contract boundary is one year.

A11) The contract is annual. There are no legal,
commercial or other considerations that compel the
insurer to continue writing insurance. However, no
other insurers are active in a certain class of business.
As a result, policyholders feel compelled to continue
renewing policies with the insurer.

The contract boundary is one year.

A12) The contract is annual. There are no legal,
commercial or other considerations that compel either
the insurer or the policyholder to renew contracts. Past
experience shows that the level of renewals is highly
predictable.

The contract boundary is one year.

A13) The contract is annual. There are no legal,
commercial or other considerations that compel either
the insurer or the policyholder to renew contracts.
However if the policyholder has not claimed in the
past year the insurer will insure the policy for a further
year inclusive of a “no-claims” discount (subject to a
maximum).

The contract boundary is one year.

B1) Group Life/Group PHI/ Individual annual motor

The policyholder expects to pay premiums for one
year and for the insurer to pay claims if the insured
event occurs during that same year. The contract is for
a period of one year. There is no restriction on the

The contract boundary is one year.

16/66




ili osiguravatelj tri mjeseca ranije ne dostavi obavijest o
otkazivanju police osiguranja.

A7) Ugovor je na godisnjoj bazi. Osiguravatelj jednom
godiSnje dostavlja osiguraniku obavijest o obnovi. U
praksi, novi ugovor krec¢e od trenutac¢nih stopa premije,
osim ako osiguranik ne odluci ne obnoviti ugovor.
Osiguravatelj ima pravo na ponovnu procjenu profila
rizika osiguranika. Pravno gledano, ugovor se ne
obnavlja automatski, no na¢in njegovog izvrSavanja
prakticki omogucuje automatsku obnovu.

Rok utvrden ugovorom jest jedna godina.

A8) Ugovor je na godisnjoj bazi. Od osiguranika se
zahtijeva da potpiSe prijedlog koji sadrzi sve relevantne
detalje ugovora, kako su zabiljezeni u bazi podataka
osiguravatelja, te da potvrdi bilo kakve promjene
okolnosti. Ugovor ne moze biti sklopljen ako
osiguranik prethodno nije potpisao i predao obrazac
prijedloga.

Rok utvrden ugovorom jest jedna godina.

A10) Ugovor je na godisnjoj bazi. Poradi brige za
vlastitu reputaciju, osiguravatelj zadrzava obvezu
nastavljanja osiguravanja odredenih klasa poslovanja.
U ugovoru nema ogranic¢enja u odredivanju cijena ili
sposobnosti preuzimanja rizika.

Rok utvrden ugovorom jest jedna godina.

Al1) Ugovor je na godisnjoj bazi. Nema pravnih,
komercijalnih ili bilo kakvih drugih razloga koji bi
primorali osiguravatelja da nastavi s osiguravanjem.
Medutim, nema drugih aktivnih osiguravatelja za
odredenu klasu poslovanja. Stoga osiguranici bivaju
primorani nastaviti obnavljati policu osiguranja
doti¢nog osiguravatelja.

Rok utvrden ugovorom jest jedna godina.

Al12) Ugovor je na godisnjoj bazi. Nema pravnih,
komercijalnih ili bilo kakvih drugih razloga koji bi
primoravali osiguravatelja ili osiguranika da nastavi
obnavljati ugovore. Na temelju prethodnog iskustva
utvrdeno je da je ucestalost obnavljanja ugovora lako
predvidljiva.

Rok utvrden ugovorom jest jedna godina.

A13) Ugovor je na godiSnjoj bazi. Nema pravnih,
komercijalnih ili bilo kakvih drugih razloga koji bi
primoravali osiguravatelja ili osiguranika da nastavi
obnavljati ugovore. Medutim, ako osiguranik nije
imao nikakvih potrazivanja u prethodnoj godini,
osiguravatelj ¢e produziti osiguranje na sljedec¢u
godinu, uz “popust na nedostatak odstetnih zahtjeva”
(kojemu se moze odrediti maksimum).

Rok utvrden ugovorom jest jedna godina.
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price or underwriting for any further new one-year
contract. There is no obligation on the part of the
policyholder to renew, although in practice a vast
proportion may do (and have done). These contracts
are annually renewable.

B2) Extension of term (with premiums) at maturity

The policyholder pays premiums for the full contract
term. At the end of the term, the policyholder decides
to extend the term of the policy, continuing to pay
premiums. The insurer is not required to accept the
premium and the policy does not include any clauses
which constrain the price and underwriting that can be
performed at maturity.

The maturity date determines the
boundary of the contract.

B3) Deferred annuity with guaranteed annuity option

At the end of a savings/accumulation phase, the
maturity benefit may be paid out as a lump sum or as
an annuity, for which a guaranteed annuity rate is
provided. This guaranteed rate effectively provides an
investment and mortality guarantee (combined).
Premiums may be single or variable during the
accumulation phase. These products are offered in the
USA.

Where the terms and benefits of the
annuity are specified in the initial
contract, the contract includes the
annuity, because the insurance
undertaking has no ability to cancel
the annuity, to re-underwrite it or to
amend the premiums for it.

B4) Voluntary automatic premium increases

Certain recurring premium contracts have a facility in
the application form and the policy contract that
premiums will increase automatically on an annual
basis at a fixed rate or at the rate of inflation. If the
policyholder takes no further action, then the
premiums will increase (and the insurer will increase
debit orders etc annually so as to receive the increased
premiums). The policyholder has the option at any
stage of intervening to prevent future increases from
being deducted.

The premium increases are within
the boundary of the contract.

B5) Universal Life type products

There are many variants around the world for these
products. They work on the principle that every
month, the recurring premium can be divided into a
savings component and a life cover component. The
life cover component is calculated as the rate for the
insured’s age for that month multiplied by the sum
insured. The sum insured may have a pre-defined
pattern or is fixed in some other way (e.g. there is a
fixed death benefit, including the savings component,

Where the terms and conditions of
the contract allow the undertaking to
amend premiums in line with the
market premiums, the contract does
not include these premiums.
Usually, the link of the contract’s
premiums to the market premiums
does not effectively limit the ability
of the undertaking to amend the
premiums.
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B1) Grupno zivotno osiguranje/Grupno privatno
zdravstveno osiguranje/Pojedinac¢no godiSnje
osiguranje motornih vozila

Osiguranik je obvezan uplacivati premije tijekom
godine dana, a osiguravatelj je obvezan tijekom te
iste godine nadoknaditi Stetu u slucaju dogadaja
protiv kojeg je ugovoreno osiguranje. Ugovor se
sklapa na godinu dana. Nema ogranic¢enja vezanog
uz cijenu ili preuzimanje rizika za bilo kakav daljnji
jednogodisnji ugovor. Osiguranik nema obvezu
obnoviti ugovor, iako u praksi to moze uéiniti (i ¢ini)
velik broj osiguranika. Takvi se ugovori obnavljaju
jednom godisnje.

Rok utvrden ugovorom je jedna godina.

B2) ProduZenje roka trajanja (s premijama) po
dospijecu

Osiguranik uplacuje premije tijekom cjelokupnog
razdoblja trajanja ugovora. Po isteku ugovora,
osiguranik odlucuuje produziti trajanje police
osiguranja tako Sto nastavlja uplacivati premije.
Osiguravatelj nije obvezan prihvatiti premije, a polica
ne ukljucuje klauzule koje bi ograni¢avale cijenu i
mogucénosti osiguravanja koje se mogu postaviti po
dospijecu.

Rok utvrden ugovorom odreden je datumom
dospijeca.

B3) Odgodena renta sa zajam¢enom opcijom rente

Na kraju faze Stednje/akumulacije, naknada za
dospijece moZze se isplatiti kao pausalni iznos ili kao
renta sa zajam¢enom stopom. Ova zajamcena stopa
zapravo je jamstvo za ulaganja i jamstvo u slucaju
smrti (kombinirano). Premije mogu biti jednokratne ili
promjenjive tijkom faze akumulacije. Ovi su proizvodi
osiguranja dostupni u SAD-u.

Kada su uvjeti i naknade za rentu odredeni u
pocetnom ugovoru, taj ugovor ukljucuje i
rentu, buduéi da osiguravajuée drustvo nema
mogucnost otkazivanja rente, njezina
ponovnog preuzimanja ili promjene premija
vezanih uz nju.

B4) Dobrovoljna automatska povecanja premija

Neki ugovori o povratnim premijama u prijavnom
obrascu i ugovoru o osiguranju sadrZe opciju
automatskog povecanja premija na godiSnjoj bazi uz
fiksnu stopu ili u skladu sa stopom inflacije. Ako
osiguranik ne poduzme odgovarajuée radnje, premije
¢e se povecavati (a osiguravatelj ¢e godiSnje
povecavati naloge o dugovanju kako bi dobio uvecane
premije). Osiguranik moZe u svakoj fazi intervenirati
radi spreCavanja odbitka budu¢ih povecanja premija.

Povecéanja premija odvijaju se unutar roka
utvrdenog ugovorom.
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until breakout point; life cover is thus the balancing
figure). From the policyholder’s perspective, there is
flexibility in terms of premium payment. If
policyholders fail to pay premiums, cover may still
continue to be provided by deducting the cost of the
life cover from the savings account each month. At
least some versions do not guarantee mortality rates.
In other words, the insurer may increase the cost of the
life cover purchased during the term if mortality
experience is worse than expected. The policyholder
could elect to either pay a higher premium or to leave
the premium unchanged in which case less of the
premium would be available for savings resulting in a
reduction in life cover.

B6) Term assurance with premium reviews

Term assurance or whole life contracts are issued
where premiums are guaranteed for a certain number
of years. In terms of the policy contract, at this
guaranteed cover date, the life office has the
opportunity to review the premium rate for the balance
of the term if experience is significantly different to
that expected. The policyholder can reject the
premium change — in which case the contract would
cease. Importantly, review means increases and
decreases to rates, depending how experience unfolds.

Where the terms and conditions of
the contract allow the undertaking to
amend premiums in line with its
subjective experience, the contract
does not include these premiums.
Usually, the restriction of the
premium amendment to subjective
experience does not effectively limit
the ability of the undertaking to
amend the premium.

B7) 5 year motor policy

The policyholder and insurer enter into a policy that
runs for 5 years. The policy generally cannot be
cancelled by the insurer without the occurrence of an
accident or without cause, but may be cancelled by the
policyholder in the event of premium increase. The
policyholder pays one year of premium (full or
instalments can be possible), and expects the insurer to
pay claims originating during the policy period. At the
end of each year, the insurer can re-rate the contract,
i.e. adjust for experience during the policy period, as
well as make general rate increases. In practice, few
policyholders cancel at the end of a policy year,
although liberalisation of the market has increased the
trend. The insurer pays the agent 5 years of
commission upfront, but commissions are generally
recoverable on a pro rata scale should the policyholder
cancel.

The contract boundary is one year.
However, to the extent that accidents
are expected which allow the
insurance undertaking to cancel the
contract, the proportion of the
annual premium that relates to
insurance cover after the opportunity
to cancel does not belong to the
contract. (This is not likely to make
a relevant difference for the
purposes of QISS.)

B8) Post-level term products

A term policy with scheduled rate increases.

Where the terms and conditions of
the contract allow the undertaking to
amend premiums in line with its
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B5) Proizvodi osiguranja koji spadaju pod tip
univerzalne Zivotne police

U svijetu postoje razlicite varijante ovih proizvoda. Oni
funkcionraju po principu da se svaki mjesec povratna
premija dijeli na komponentu Stednje i komponentu
pokrica zivota. Komponenta pokri¢a Zivota izraCunava
se kao umnoZak stope za dob osiguranika za taj mjesec
i osigurane svote. Rasporedenost osigurane svote moze
biti prethodno definirana ili svota moZe na drugi na¢in
biti fiksna (npr. postoji fiksna naknada u slucaju smrti,
ukljuéujuci komponentu Stednje, do tocke proboja;
pokriée Zivota pritom je bilan¢na stavka). Sa stajaliSta
osiguranika, postoji fleksibilnost u isplati premija. Ako
osiguranik ne isplati premiju, moZe se nastaviti pruzati
pokri¢e oduzimanjem cijene pokric¢a Zivota od Stednog
raCuna svaki mjesec. Neke varijante nemaju jamstva
vezana uza stope smrtnosti. Drugim rije¢ima,
osiguravatelj moze povecati cijenu pokric¢a Zivota
kupljenog za vrijeme trajanja police ako je iskustvo
vezano uza stopu smrtnosti gore od oc¢ekivanog. U tom
slu¢aju osiguranik moze odabrati — ili uplatiti viSu
premiju ili da premija ostane nepromijenjena, pri ¢emu
bi manji iznos premije bio na raspolaganju za Stednju,
Sto bi smanjilo pokrice Zivota.

Kada uvjeti ugovora dopustaju
osiguravaju¢em drustvu promijeniti premije
u skladu s trziSnim premijama, ugovor ne
obuhvaca te premije. Povezanost premija
obuhvacenih ugovorom i trziSnih premija
obi¢no ne ograni¢ava moguénost
osiguravaju¢eg drustva da promijeni premije.

B6) Oroc¢eno osiguranje uz kontrolu premija

Ugovori o oro¢enomu ili dozivotnom osiguranju izdaju
se kada su premije zajamCene na odredeni broj godina.
Sto se ti¢e ugovora o osiguranju, na taj zajaméeni
datum pokric¢a, ured za zivotno osiguranje ima
moguénost kontrole premijske stope za bilancu
utvrdenog razdoblja, ako se iskustvo pokaze druk¢ijim
od ocekivanog. Osiguranik moze odbiti promjenu
premije — u tom slucaju ugovor se prekida. Vazno je
istaknuti da se kontrola odnosi na povec¢anja i
smanjenja premijskih stopa, ovisno o iskustvu.

Kada uvjeti ugovora dopustaju
osiguravaju¢em drustvu promijeniti premije
u skladu sa svojim subjektivnim iskustvom,
ugovor ne obuhvaca te premije.
Ograniavanje promjena premija na one
zasnovane na subjektivnom iskustvu obi¢no
ne ogranicava mogucnost osiguravajuceg
drusStva da promijeni premije.

B7) Petogodisnja polica osiguranja motornih vozila

Osiguranik i osiguravatelj sklapaju ugovor o osiguranju
u trajanju od 5 godina. Osiguravatelj opcenito ne moze
otkazati policu bez razloga ili ako se ne dogodi nesreca,
ali moze je otkazati osiguranik u slu¢aju povecanja
premije. Osiguranik uplacuje jednogodi$nju premiju
(odjednom ili u obrocima), a osiguravatelj je obvezan
isplatiti mu potrazivanja nastala u vrijeme trajanja
police. Na kraju godine, osiguravatelj moze prilagoditi
stope utvrdene ugovorom, tj. prilagoditi ih u skladu s
iskustvom tijekom azdoblja trajanja police te opéenito

Rok utvrden ugovorom jest jedna godina.
Medutim, s obzirom na o¢ekivane nesrece
uslijed kojih osiguravajuce drustvo moze
ponistiti ugovor, dio godiSnje premije koji se
odnosi na pokri¢e osiguranja nakon isteka
roka za ponistenje ugovora ne spada pod
ugovor (ovo nije osobito relevantno za svrhe

QISS).
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Policyholder may be given a choice at inception as to
how long the policy runs before a rate increase (e.g.
10, 20 or even 30 years), but the policy will cover not
only that period but the additional period thereafter.
The rate increase will not reflect a re-underwriting of
the individual policy at that time, but will in fact be an
adjustment for general market experience which would
apply to all policies at that point if they reach the point
of the “step-up” in the premium. We would be obliged
to accept the premium if the policyholder continues to
pay the new premium.

subjective experience, the contract
does not include these premiums.
Usually, the restriction of the
premium amendment to subjective
experience does not effectively limit
the ability of the undertaking to
amend the premium.

B9) Whole-Life Insurance with Term Life Rider

Premiums for the whole-life insurance contract are
fixed and guaranteed at the issue of the contract. The
term life rider has a certain period of coverage
(typically 10 years), and premiums for the term are
fixed and guaranteed at the issue or renewal of the
rider. Neither the whole-life insurance contract nor the
term life rider can be cancelled by the insurer after the
issue. The policyholder has an option to renew the
term life rider. The policyholder can renew the term
life rider without reassessment of the risk profile of the
policyholder, and the insurer cannot reject the renewal.
Re-pricing of premiums for the renewed term life rider
is based on current market premiums without
reassessment of the individual policyholder’s risk
profile.

Where the terms and conditions of
the contract allow the undertaking to
amend premiums in line with its
subjective experience, the contract
does not include these premiums.
Usually, the restriction of the
premium amendment to subjective
experience does not effectively limit
the ability of the undertaking to
amend the premium.
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povecati stope. U praksi, mali broj osiguranika
otkazuje policu na kraju godine, iako je liberalizacija
trzista utjecala na povecanje njihova broja.
Osiguravatelj unaprijed placa agentu proviziju za 5
godina, no provizije su uglavnom povratne u
proporcionalnom opsegu ako osiguranik otkaze policu.

B8) Oroceni proizvodi osiguranja s postkonstantnom
premijom

Orocena polica sa planskim povecanjem stopa. Na
pocetku osiguranja osiguraniku se moze dati da
odabere koliko ¢e dugo polica teci prije nego Sto se
stopa poveca (npr. 10, 20 ili ¢ak 30 godina), no polica
nec¢e obuhvacati samo to razdoblje, nego i ono koje
slijedi iza njega. Povecanje stope nece znaciti ponovno
ugovaranje pojedine police za sljedece razdoblje, nego
¢e se smatrati prilagodbom s obzirom na opéenito
trZisno iskustvo koje bi se u tom razdoblju moglo
primijeniti na sve police koje bi dosegnule to¢ku
“eskalacije” u iznosu premija. Bili bismo obvezni
prihvatiti novu premiju ako je korisnik nastavi
uplacivati.

Kada uvjeti ugovora dopustaju
osiguravajué¢em drustvu promijeniti premije
u skladu sa svojim subjektivnim iskustvom,
ugovor ne obuhvaca te premije.
Ograniavanje promjena premija na one
zasnovane na subjektivnom iskustvu obi¢no
ne ograni¢ava mogucénost osiguravajuceg
druStva da promijeni premije.

B9) Dozivotno osiguranje s dodatkom oro¢enoga
Zivotnog osiguranja

Premije iz ugovora o dozivotnom osiguranju su fiksne i
zajamcene, pocevsi od dana izdavanja ugovora.
Dodatak orocenoga zZivotnog osiguranja ima odredeno
razdoblje pokri¢a (uobi¢ajeno je 10 godina), a premije
za to razdoblje su fiksne i zajamcene, pocevsi od dana
izdavanja ili obnove dodatka ugovoru. Nakon
izdavanja, osiguravatelj ne moze otkazati ni ugovor o
dozZivotnom osiguranju niti dodatak oro¢enoga
Zivotnog osiguranja.

Osiguranik moze obnoviti dodatak oro¢enoga Zivotnog
osiguranja bez ponovne procjene profila rizika
osiguranika, a osiguravatelj ne mozZe odbiti obnovu.
Ponovni izraun premija za obnovljene dodatke
oro¢enoga Zivotnog osiguranja zasniva se na
trenutac¢nim trziSnim premijama te ne ukljucuje
ponovnu procjenu profila rizika pojedinac¢nog
osiguranika.

Kada uvjeti ugovora dopustaju
osiguravaju¢em drustvu promijeniti premije
u skladu sa svojim subjektivnim iskustvom,
ugovor ne obuhvaca te premije.
Ograniavanje promjena premija na one
zasnovane na subjektivnom iskustvu obi¢no
ne ograni¢ava mogucénost osiguravajuceg
druStva da promijeni premije.
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ANNEX E - Extrapolation of therisk-freeinterest rates

1. For the specification of the relevant risk-free interest rate term structures macroeconomic
extrapolation techniques are used to derive the extrapolation beyond the last available data
point. This requires specification of the following:

e Determination of the ultimate forward rate

e Interpolation method between the last observable liquid forward rate and the
unconditional forward rate

Specification of the ultimate forward rate (UFR)

2. The UFR is specified as the sum of the following two-components:
o the expected long-term inflation

e the expected real rate of interest

3. For QIS5 the following UFR are used:

Category | Currencies UFR (%)
1 JPY, CHF 3.2
2 Euro, SEK, NOK, DKK, GBP, | 4.2

USD, PLN, RON, HUF, ISK,
CZK, BGN, LVL, LTL, EEK,
CAD, AUD, SGD, MYR, KRW,
THB, HKD, TWD, CNY

3 TRY, ZAR, MXN, INR, BRL 5.2

Interpolation method between the last observable liquid forward rate and the unconditional
forward rate

4. In QIS5 two techniques are used to interpolate between the estimated forward rates and
the unconditional ultimate forward rate: the linear extrapolation technique and the Smith-
Wilson technique.”

For QISS purposes, the maturity at which the forward rate curve reaches the UFR is 90 years.
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PRILOG E - Ekstrapolacija nerizi¢nih kamatnih stopa
1. Za specifikaciju relevantnih ro¢nih struktura nerizi¢nih kamatnih stopa koriste se
makroekonomske tehnike ekstrapolacije, kako bi se izvela ekstrapolacija iza posljednje dostupne
tocke podataka.To zahtijeva specifikaciju:

e utvrdivanje krajnjega terminskog tecaja,

e metodu interpolacije izmedu zadnjeg zabiljezenoga likvidnoga terminskog tecaja i

neuvjetovanoga terminskog tecaja.

Specifikacija krajnjega terminskog tecaja (KTT)
2. KTT se specificira kao zbroj ovih dviju komponenti:

e ocekivana dugoro¢na inflacija

e ocekivana realna kamatna stopa.

3. Za QIS5 koriste se ovi KTT-i:

Kategorija Valute KTT (%)
1 JPY, CHF 3,2
2 Euro, SEK, NOK, DKK, 4,2

GBP,

USD, PLN, RON, HUF, ISK,
CZK, BGN, LVL, LTL,
EEK,

CAD, AUD, SGD, MYR,
KRW,

THB, HKD, TWD, CNY

3 TRY, ZAR, MXN, INR, 5,2
BRL

Metoda interpolacije izmedu zadnjega zabiljezenoga likvidnog terminskog tecaja i neuvjetovanoga
terminskog tecaja

4. U QISS koriste se dvije tehnike interpolacije izmedu procijenjenih terminskih tecajeva i
neuvjetozvanoga krajnjega terminskog tecaja: tehnika linearne ekstrapolacije 1 Smith-Wilsonova
tehnika.

2 7a svrhe QIS5, rok dospijeca u kojem krivulja terminskog te¢aja doseze KTT jest 90 godina.

RADNA GRUPA ZA ADEKVATNOST SOLVENTNOST KAPITALA — SOLVENCY Il - HANFA - HUO - HAD O
Prijevod i lektura: EDITOR PLUS d.o.0. za HRVATSKI URED ZA OSIGURANIJE m '



ANNEX F - Method to derivetherelevant risk-freeinterest rateterm
structurefor currencieswhereit isnot provided

1. Where for a certain currency the risk-free interest rate term structures are not provided,
insurance and reinsurance undertakings should determine the relevant term structure
according the four steps described below, and following the same principles applied to
calculate the risk-free interest rate term structures for those currencies whose risk-free
interest rate term structure is provided in these specifications.

Step 1. Calculation of the non-extrapolated part of the curve, prior to adjustment.

2. The interest rates of this part of the curve should be based on data observed in financial
markets, according to the following principles:

(a) The relevant risk-free interest rate term structure should be determined on the basis
of market data which is relevant for the valuation date.

(b) The relevant risk-free interest rate term structure should ideally meet the following
criteria (“risk-free rate criteria”):

e No credit risk: the rates should be free of credit risk. Swap rates may be used as a
starting basis for this purposes, (although as reflected in the step 2, they should
be adequately adjusted to reflect that these rates are not credit risk-free and to
remove any bias —see principle f below).

If swap rates are available, but they do not meet the criteria set out in these
specifications, then the undertaking may use data based on government bonds
trades in the relevant currency. Those data should be adjusted for their
deficiencies relating to these criteria (e.g. to fit rates based on government bond
data with the risk-free criteria).

If neither swaps nor government bonds are available or cannot be adjusted to
meet the risk-free rate criteria for practical or theoretical reasons, other financial
instruments can be used to derive the risk-free interest rates. These instruments
should be as similar to swaps as possible. Their rates should be adjusted for
credit risk and any other deviations from the criteria with the objective of
approximating swap rates which meet the risk-free criteria.

e Where the instruments used (swap, government or any other) do meet the risk-
free rate criteria (or can be adjusted to meet them) for some maturities but not
for all maturities, they should be used to derive the relevant risk-free rate for
these maturities only. Different financial instruments may be used to derive the
relevant risk-free rates for different maturities.

e Realism: it should be possible for all undertakings to earn the rates in practice in
a risk-free manner. Technical provisions should not be discounted with rates
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PRILOG F — Metoda izra¢una relevantne rocne strukture nerizi¢ne kamatne stope za valute
za koje nije navedena

1. Ako za odredenu valutu ro¢ne strukture nerizi¢nih kamatnih stopa nisu navedene, drustva za
osiguranje i reosiguranje trebaju odrediti relevantne ro¢ne strukture slijedeci dolje navedena Cetiri
koraka te iste principe koji se koriste za izra¢un ro¢nih struktura nerizi¢nih kamatnih stopa za valute
¢ije su rocne strukture nerizi¢nih kamatnih stopa navedene u ovim specifikacijama.

Korak 1. Izra¢un neekstrapoliranog dijela krivulje, prije prilagodbe.

2. Kamatne stope u ovom dijelu krivulje moraju se zasnivati na podacima s financijskih trzista, u
skladu s ovim principima:

(a) Relevantna ro¢na struktura nerizi¢nih kamatnih stopa odreduje se na osnovi podataka s trzista
relevantnih za datum procjene.

b) Relevantna roc¢na struktura nerizi¢nih kamatnih stopa trebala bi u idealnom sluc¢aju zadovoljavati
ove Kriterije (“kriteriji za nerizi¢ne stope”):

e Nema kreditnog rizika: stope moraju biti oslobodene od kreditnog rizika. U tu svrhu se kao
polaziste mogu koristiti zamijenjene kamatne stope (iako se one, kao Sto je vidljivo iz
koraka 2, moraju prilagoditi dovoljno da bude ocito kako one nisu oslobodene od kreditnog
rizika i da se onemoguci pristranost — vidi princip f dolje).

Ako su zamijenjene kamatne stope dostupne, ali ne zadovoljavaju kriterije navedene u ovim
specifikacijama, osiguravajuce drustvo moze koristiti podatke koji se osnivaju na trgovanju
drzavnim obveznicama u relevantnoj valuti. Ti podaci moraju biti prilagodeni zbog mogué¢ih
nedostataka s obzirom na zadovoljavanje navedenih kriterija (npr. da bi se stope zasnovane
na podacima vezanima uz drzavne obveznice uskladile s kriterijima nerizi¢nosti).

Ako nisu dostupne ni zamijenjene stope niti drzavne obveznice ili ako se iz prakti¢nih ili
teorijskih razloga ne mogu prilagoditi tako da zadovoljavaju kriterije nerizi¢nosti kamatnih
stopa, za izvodenje nerizi¢nih kamatnih stopa mogu se koristiti drugi financijski instrumenti.
trebalo prilagoditi zbog kreditnoga rizika i svih ostalih otklanjanja od kriterija, a s ciljem
priblizavanja zamijenjenim kreditnim stopama koje zadovoljavaju kriterije nerizi¢nosti.

e Ako instrumenti koji se koriste (zamijenjene kamatne stope, drzavne obveznice ili drugo)
zadovoljavaju kriterije nerizicnosti kamatnih stopa (ili se mogu prilagoditi tako da ih
zadovolje) za neke, no ne i za sve, rokove dospijeca, treba ih koristiti za izvodenje
relevantnih nerizi¢nih kamatnih stopa samo za te rokove dospije¢a. Razli¢iti financijski
instrumenti mogu se koristiti za izvodenje relevantnih nerizi¢nih kamatnih stopa za razli¢ite
rokove dospijeca.

¢ Realisti¢nost: Sva osiguravajuéa drustva moraju moci u praksi ostvariti dobit od kamatnih
stopa na nerizican nac¢in. Tehnicke pricuve ne smiju se diskontirati stopama koje dovode do
skrivenih gubitaka koji bi se pokazali tijekom isplate potrazivanja po run-off osnovi.
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that create hidden losses which would materialise during the run-off period of
the liabilities.

Reliability: The data basis and the method chosen to determine the term structure
should be robust. It should result in a reliable and accurate estimate. This
criterion should in particular apply in times of market crisis or turbulence.

High liquidity: the rates should be based on financial instruments for which a
reliable market value is observable. A reliable market value is observable from
deep, liquid and transparent markets (as these features are defined in the item
regarding calculation of technical provisions as a whole).

For most term structures, there is sufficient liquidity up to a certain maturity.
Beyond this point the term structure needs to be extrapolated when necessary
(see step 4).

No technical bias: Supply and demand distortions should be filtered in the
determination of the relevant discount rates for the cash flows considered in the
calculation of technical provisions.

Proportionality. The principle of proportionality does not allow for simplified or
approximate derivations of the risk-free rate term structure.

Step 2. Adjustment of the non-extrapolated part of the curve.

3.

According to the principles set out above, the interest rate term structure derived in step 1
should be adequately adjusted to reflect that these rates are not credit risk-free and to
remove any bias.

In those cases where the undertaking lacks a sufficient basis to robustly assess the
magnitude of the aforementioned adjustment the following approach should be used. The
adjustment should be quantified by using the adjustment applied for the interest rate term
structure relevant for euro, multiplied by the proportion which the interest rates in the
relevant currency bear to the euro. To calculate this proportion the longest term available
which meets the requirements set out in step 1 for the relevant currency should be used.
The proportion should never be lower than 1.

Step 3. Calculation of theilliquidity premium.

5.

The illiquidity premium existing at the date relevant for the valuation should only be
assessed for those currencies where these specifications do not provide risk-free interest
rate term structures. For this purpose, undertakings should base their assessment on long-
term 1illiquid financial assets maturing in that currency, and follow the methodology
described in the CRO Forum/CFO Forum calibration paper on the risk free interest rates.

Liabilities expressed in the relevant currency may be discounted with the interest rate term
structures that allow for a portion of the illiquidity premium under the same requirements
on how to assess the portion of the illiquidity premium set out above in respect of those
currencies whose interest rate term structures are provided in these specifications.

For those currencies where these specifications do not provide risk-free interest rate term
structures no illiquidity premium will apply where it is not possible to apply in a robust
manner the methodology to derive the illiquidity premium (e.g. due to the lack of
appropriate or adequate long-termed illiquid assets, or lack of reliable prices or data, or
the principles aforementioned on the illiquidity premium are not met).
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Pouzdanost: Osnova podataka, kao i metoda odabrana za utvrdivanje ro¢ne strukture, mora
biti snazna te mora dovesti do pouzdane i to¢ne procjene. Primjena ovoga Kriterija posebno
je znacajna za razdoblja krize ili nestabilnosti trzista.

e Visoka likvidnost: Kamatne stope moraju se temeljiti na financijskim instrumentima s
vidljivom pouzdanom trziSnom vrijednoséu. Pouzdana trzisna vrijednost vidljiva je na
dubokim, likvidnim i transparentim trzistima (u skladu s definicijama tih karakteristika u
dijelu dokumenta koji se odnosi na izracun tehnickih pricuva kao cjeline).

e Zavecinu ro¢nih struktura postoji dovoljna likvidnost do odredenog roka dospije¢a. Nakon
tog roka roc¢na struktura se mora ekstrapolirati kada je to potrebno (vidi korak 4).

e Nema tehnicke pristranosti: Narusavanja ponude i potraznje potrebno je izostaviti pri
odredivanju relevantnih diskontnih stopa za nov¢ane tokove uzete u obzir u izracunu
tehnickih pricuva.

e Princip proporcionalnosti ne dopusta pojednostavljena ili priblizna izvodenja ro¢ne strukture
nerizi¢nih kamatnih stopa.

Korak 2. Prilagodba neekstrapoliranoga dijela krivulje

3. U skladu s gore navedenim principima, ro¢na struktura kamatnih stopa izvedena u koraku 1 mora
se prilagoditi dovoljno da bude ocito kako nije oslobodena od kreditnog rizika te da se onemoguci
pristranost.

4. U slucaju da osiguravajuce drustvo nema dovoljne osnove za snaznu procjenu opsega
gorespomenutih prilagodbi, potrebno je upotrijebiti sljedeéi pristup. Prilagodbu treba kvantificirati
prilagodbom nac¢injenom za ro¢nu strukturu kamatne stope relevantne za euro, pomnozene s
omjerom koji kamatne stope za relevantnu valutu imaju u odnosu na euro. U izra¢unu tog omjera
treba upotrijebiti najdulji dostupan rok koji zadovoljava uvjete navedene u koraku 1 za relevantnu
valutu. Omjer ne smije biti manji od 1.

Korak 3. Izrac¢un premije za nelikvidnost

5. Premija za nelikvidnost koja postoji na datum relevantan za procjenu treba biti procijenjena samo
za one valute za koje ove specifikacije ne navode ro¢ne strukture nerizi¢nih kamatnih stopa. U tu
svrhu, osiguravajuca drustva trebaju svoju procjenu temeljiti na dugoro¢nim nelikvidnim
financijskim sredstvima s dospije¢em u nekoj od tih valuta te slijediti metodologiju opisanu u CRO
Forum/CFO Forum kalibracijskoj studiji o nerizicnim kamatnim stopama.

6. Potrazivanja izrazena u relevantnoj valuti mogu biti diskontirana ro¢nim strukturama kamatnih
stopa koje dopustaju dio premije za nelikvidnost, prema istim standardima procjenjivanja dijela
premije nelikvidnosti prethodno navedenima za one valute ¢ije su ro¢ne strukture kamatnih stopa
navedene u ovim specifikacijama.

7. Za valute za koje u ovim specifikacijama nisu navedene rocne strukture nerizicnih kamatnih
stopa, premije za nelikvidnost neée postojati ako nije moguce striktno primijeniti metodologiju
izvodenja premije za nelikvidnost (npr. zbog nedostatka prikladnih dugoroc¢nih nelikvidnih
sredstava, pouzdanih cijena ili podataka, ili zbog nezadovoljavanja gorespomenutih principa
vezanih uz premiju za nelikvidnost).
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Step 4. Extrapolation of theinterest rate term structure

8. As part of the QIS5 package, participants will find a spreadsheet which automatically
calculates the extrapolated part of the interest rate term structures. The following inputs
are required:

i) The observed points used to derive the non-extrapolated part of the curve
(with and without liquidity premium).

ii) The size of the illiquidity premium.

iii) The ultimate forward rate, which should be derived according the
methodology provided in the calibration paper included in the QIS5 package.

iv) The term where the extrapolation should meet the targeted unconditional
ultimate forward rate, UFR (or a sufficiently nearby value). Unless sufficient
evidence is provided by the undertaking, this term will be 90 years for all
currencies.

9. Practicalities which are not resolved in the spreadsheet provided should be resolved in a
way which is consistent with the following principles:

(a) All relevant observed market data points should be used.

(b) For each currency, the extrapolated part of the basic risk free interest rate term
structure should be based on forward rates converging smoothly from one or a set of
data points in relation to the longest maturities observed in a liquid market to an
unconditional ultimate long term forward rate.

(c¢) The principles applied when extrapolating the basic risk free interest rate term
structure should be the same for all currencies, in particular as regards the
determination of the data points in relation to the longest maturities observed in a
liquid market and the mechanism to ensure a smooth convergence to the
unconditional long term forward rate. .

(d) For each relevant currency, the unconditional ultimate long term forward should be
stable over time and only change due to fundamental changes in long term
expectations. The principles used to determine the macro-economic long-term
forward rate should be made explicit by the undertaking.

10. For the sake of efficiency and comparability, undertakings deriving the interest rate term
structures for each relevant currency, are invited to inform CEIOPS of the complete
structures they have derived, so that CEIOPS can make them available to all undertakings.

23/66



Korak 4. Ekstrapolacija ro¢ne strukture kamatne stope

8. U QIS5 paketu sudionici ¢e naci i proracunsku tablicu koja automatski izracunava ekstrapolirani
dio ro¢nih struktura kamatnih stopa. Potrebni su ovi podaci:

1) Vidljive tocke za izvodenje neekstrapoliranog dijela krivulje (s ili bez premije za nelikvidnost).
i) Visina premije za nelikvidnost.

i) Krajnji terminski tecaj, koji se izvodi prema metodologiji navedenoj u kalibracijskoj studiji
ukljucenoj u QISS paket.

iv) Rok u kojem ekstrapolacija mora dosegnuti ciljni neuvjetovani krajnji terminski tecaj, KTT (ili
dovoljno blisku vrijednost). Osim ako osiguravajuce drustvo ne podnese dovoljno drugacijih
dokaza, taj se rok odreduje na 90 godina za sve valute.

9. Prakti¢na pitanja kojima se ne bavi proracunska tablica moraju se rijesiti u skladu s ovim
principima:

(a) Moraju se upotrijebiti sve relevantne vidljive tocke trzisnih podataka.

(b) Za svaku valutu, ekstrapolirani dio osnovne ro¢ne strukture nerizi¢nih kamatnih stopa mora se
temeljiti na terminskim tecajevima koji glatko konvergiraju od jedne ili skupine tocki podataka s
obzirom na najduze rokove dospijeca vidljive na likvidnom trzistu K neuvjetovanomu krajnjemu
dugoro¢nom terminskom tecaju.

(c) Principi koji se primjenjuju u ekstrapolaciji osnovne ro¢ne strukture nerizi¢ne kamatne stope
moraju biti isti za sve valute, posebice $to se ti¢e odredivanja tocaka podataka s obzirom na najduze
rokove dospijeca vidljive na likvidnom trzistu, kao i mehanizma osiguravanja glatke konvergencije
k neuvjetovanomu dugoro¢nomu terminskom tecaju.

(d) Za svaku relevantnu valutu, neuvjetovani krajnji terminski tecaj mora biti vremenski stabilan i
mijenjati se samo zbog temeljnih promjena dugoro¢nih ocekivanja. Principi odredivanja
makroekonomskoga dugoro¢noga terminskog tecaja moraju biti javno obznanjeni od strane
osiguravajuéeg drustva.

10. Radi efikasnosti i usporedivosti, drustva za osiguranje koja izvode ro¢ne strukture kamatnih
stopa za sve relevantne valute pozivaju se da obavijeste CEIOPS (Odbor europskih nadzornih tijela
za podrucja osiguranja i mirovina) 0 kompletnim strukturama koje su izvela, kako bi ih CEIOPS
mogao proslijediti ostalim osiguravaju¢im drustvima.
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ANNEX G - Comparison of implied and historic volatilitiesin the
assumptions underlying market consistent asset models

1. With regard to the volatility assumptions that are being used to calibrate the asset model,
there are two possible approaches. Both approaches have advantages and disadvantages:
a) The assumptions about the volatility of a market price may be based on an
analysis of its historic volatility; or

b) Volatility assumptions may be derived from the price of financial instruments
where the price of the instrument depends on assumptions regarding future
volatility (implied volatility) in a context of deep, liquid and transparent
financial market.

2. The use of historical volatilities has the following advantages:

a) Experience shows that implied volatilities may misestimate the real volatility. In
these cases implied volatilities may not lead to a realistic best estimate.

b) Furthermore, implied volatilities tend to be higher than the real volatility in times
of crises and lower than real volatility in times of economic well being.
Therefore, the value of the financial options and guarantees included in the
technical provisions may be underestimated before a crisis and overestimated
during the crisis. This mechanism has a pro-cyclical effect. Historical
volatilities may be more stable as they are based on long time horizons.

c) The derivation of implied volatilities is based on financial models such as the
Black-Scholes model which relates market prices to volatility. These models
may not be an accurate reflection of reality, particularly in extreme market
conditions.

3. The use of implied volatilities has the following advantages:

a) Implied volatilities are based on current information derived from financial
markets.

b) Historical volatilities may not be relevant to current market conditions.

c) Where an insurer is holding a hedging instrument for which there is a price,
using historical rather than implied volatilities will lead to unnecessary balance
sheet volatility.

d) The derivation of implied volatilities based on financial models such as the
Black-Scholes is consistent with the way in which market participants analyse
the prices of traded financial instruments and price over-the-counter financial
instruments

and following disadvantages:

e) Implied volatility on equity and interest rate are not available for each horizon of
cash-flows projection (in practice less than 10 years are potentially available).
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PRILOG G - Usporedba podrazumijevanih i povijesnih promjenjivosti u pretpostavkama na
kojima se temelje trziSno konzistetni modeli imovine

1. S obzirom na pretpostavke o promjenjivosti koje se koriste za kalibraciju modela imovine,
moguca su dva pristupa. Oba pristupa imaju odredene prednosti i nedostatke:

a) Pretpostavke o promjenjivosti trziSne cijene mogu se temeljiti na analizi njene povijesne
promjenjivosti.

b) Pretpostavke o promjenjivosti mogu se izvoditi iz cijene financijskih instrumenata ako cijena
instrumenta ovisi o pretpostavkama o budu¢oj promjenjivosti (pretpostavljena promjenjivost) u
kontekstu dubokoga, likvidnoga i transparentnog financijskog trzista.

2. Upotreba povijesnih promjenjivosti ima ove prednosti:

a) Iskustvo je pokazalo da podrazumijevane promjenjivosti mogu dovesti do krive procjene stvarne
promjenjivosti. U takvom slucaju podrazumijevane promjenjivosti nec¢e dovesti do realisti¢ne
najbolje procjene.

b) Nadalje, podrazumijevane promjenjivosti ¢esto su vise od stvarne promjenjivosti u vremenima
krize, a nize od stvarne promjenjivosti u vremenima ekonomske stabilnosti. Uslijed toga, vrijednost
financijskih moguénosti i jamstava ukljucenih u tehnicke pricuve moze se podcijeniti prije krize 1
precijeniti tijekom krize. Ovaj mehanizam ima procikli¢ni u¢nak. Povijesne promjenivosti mogu
biti stabilnije, buduci da se temelje na dugim vremenskim razdobljima.

c) Izvodenje podrazumijevanih promjenivosti temelji se na financijskim modelima kao Sto je Black-
Scholesov model koji trziSne cijene dovodi u vezu s promjenjivoséu. Ovakvi modeli mogu neto¢no
predstavljati stvarno stanje, posebice u ekstremnim trzisSnim uvjetima.

3. Upotreba podrazumijevanih promjenjivosti ima ove prednosti:
a) Podrazumijevane promjenjivosti temelje se na trenuta¢nim informacijama s financijskih trzista.

b) U slucaju da osiguravatelj posjeduje instrument omedivanja rizika za koji je odredena cijena,
upotreba povijesnih umjesto podrazumijevanih promjenjivosti dovest ¢e do nepotrebne
promjenjivosti bilance.

¢) Izvodenje podrazumijevanih promjenjivosti zasnovano na financijskim modelima kao $to je
Black-Scholesov konzistetno je s na¢inom na koji sudionici na trziStu analiziraju cijene financijskih
instrumenata kojima se trguje i procjenjuju vrijednost izvanburzovnih financijskih instrumenata

i ove nedostatke:

d) Podrazumijevana promjenjivost dionica i kamatnih stopa nije dostupna za svako razdoblje
projekcije novcéanih tokova (u praksi je potencijalno dostupna samo za razdoblja krac¢a od 10
godina).

e) Podrazumijevane promjenjivosti dostupne su samo u izvanburzovnim transakcijama (tj.
informacije nisu javno dostupne). Svaki odjel razvija vlastitu krivulju prodrazumijevane
promjenjivosti s obzirom na specifi¢ne podatke kojima raspolaze. Uslijed toga, podrazumijevane
promjenjivosti za isti horizont nisu uskladene od jednoga do drugog osiguravajucega drustva.
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f) Implied volatilities are only available on OTC transactions (i.e. the information
is not publicly available). Each trading desk develops its own implied volatility
curve regarding the specific market data used. Thus implied volatilities for the
same horizon are not harmonised between undertakings.

g) Implied volatilities for equity is based on the Black-Scholes model which
underestimate the tail of distributions as it is based on normal distribution.

h) Implied volatilities could be affected by undertakings using the market to hedge
their risks and could be distorted.

Implied volatilities seem to be more appropriate for the purpose of a market consistent
valuation. However there may be circumstances in which it is appropriate to use historical
volatilities. For example, in some cases, it may not be possible to calibrate volatility
assumptions to market data. In such cases the calibration should be based on historical
analysis of the volatility.
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f) Podrazumijevana promjenjivost za dionice temelji se na Black-Scholesovomu modelu koji
podcjenjuje vaznost repa krivulje distribucije, buduci da se temelji na normalnoj distribuciji.

g) Osiguravajuca drustva koja se trziStem koriste da bi se zastitila od rizika mogu utjecati na
podrazumijevane promjenjivosti i na njihovu to¢nost.

4. Podrazumijevane promjenjivosti ¢ine se prikladnijima za svrhe trziSno konzistentne procjene
vrijednosti. Medutim, u nekim okolnostima upotreba povijesnih promjenjivosti moze biti
prikladnija. Primjerice, u nekim slu¢ajevima mozda necée biti moguce kalibrirati pretpostavke o
promjenjivosti na temelju podataka s trzista. U takvim slucajevima se kalibracija treba temeljiti na
povijesnoj analizi promjenjivosti.
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ANNEX H - Some technical aspectsregarding the discount factorsto be
used in the calculation of therisk margin

1. The purpose of this annex is to explain in some detail the discount factors to be used in the
calculation of the risk margin.

2. In a first step the usual formula for the calculation of the risk margin is presented. In a
second step the corresponding scenario is described and thereby the appropriateness of the
risk margin formula is verified.

Definition of therisk margin

3. The following nomenclature is applied:

o Let the risk relating to the obligations run off within » years. Thus, it is sufficient
to consider the time period which spans from ¢ = 0 (valuation date) to ¢ = n.

e Let CoCM, be the risk margin for the transferred insurance obligations at the
time of transfer. After transfer, the obligations run off. This has an effect on the
risk margin that the reference undertaking has to reserve.

o Let CoCM,,...,CoCM,., be the Cost of capital margins at £ = 0,...,n respectively.

e Let SCRy, ...,.SCR,.; be the Solvency Capital Requirements of the reference
undertaking in relation to the transferred insurance obligations at 1=0,...,n
respectively.

o Let CoC denote the Cost-of-Capital rate.

o Let rq,),...,/n0) be the relevant risk-free rates at =0 for the maturities 1,...,n
respectively. Let 7o (K=1,...,n and m = 1,...,n-k) be the corresponding risk-
free forward rates at ¢ = k for maturity m.

4. The risk margin at # = 0 can be calculated according to the formula as follows:

n-1
CoCM, =CoC- __SCR,__

s+1°
s=0 (1 + ’/is-pljo))w

5. The formula for the risk margin at =0 implies a similar formula for the risk margin at
t =k as follows:

n—1
CoCM, =CoC- _ SR

:
1+ ”(Hl,k))s+

6. If the reference undertaking covers CoCM; with risk-free assets that match the cash-flow
pattern of the formula, then these assets earn during the year from ¢=+k to t=k+1 an
interest of
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PRILOG H — Neki tehnicki aspekti vezani uz diskontne ¢imbenike u izra¢unu granice rizika

1. Ovaj prilog sadrzi detaljno objasnjenje diskontnih ¢imbenika kojima se treba koristiti u izra¢unu
granice rizika.

2. Prvi korak sadrzava prikaz uobicajene formule za izracun granice rizika. U drugom je koraku
opisan odgovarajuéi scenarij, koji potvrduje prikladnost formule granice rizika.

Definicija granice rizika
3. Upotrebljavaju se ove oznake:

e Neka rizik vezan uz obveze istekne u roku od n godina. Dakle, dovoljno je uzeti u obzir
razdoblje koje se proteze od t = 0 (datum procjene) do t = n.

e Neka CoCMo bude granica rizika za prenijete obveze osiguranja u vrijeme prijenosa. Nakon
prijenosa, obveze isti¢u. To ima utjecaj na granicu rizika koji referentno drustvo mora
predvidjeti.

e Neka CoCMzy,...,CoCMn-1 budu granice troSkova kapitala zat = 0,...,n, redom.

e Neka SCRy, ...,SCRn-1 bude kapitalni zahtjev glede solventnosti referentnog drustva u
odnosu na prenijete obveze osiguranja zat = 0,...,n, redom.

e Neka CoC oznacava stopu troskova kapitala.

e Neka r@o),...,rno budu relevantne nerizi¢ne stope za t = 0 za rokove dospijeca 1,...,n
redom. Neka remy (k =1,...,nim=1,...,n-k) budu odgovarajuci nerizi¢ni terminski tecajevi
za t = k za rok dospijeca m.

4. Granica rizika za t = 0 moze se izraCunati prema 0voj formuli:

n-1
CoCMo=CoC - z SCR; —.

50 L+ T00))

5. Formula za granicu rizika za t = 0 podrazumijeva sli¢nu formulu za granicu riziku za t = Kk, kako
slijedi:

n-1
CoCM, =CoC- _SCR,

o L+ r(s+l,k))s+l

6. Ako referentno drustvo pokriva CoCMk nerizi¢nom imovinom koja odgovara obrascu novéanoga
toka iz formule, tada ta imovina tijekom godine od t = k do t = k + 1 ostvaruje dobit na kamate u
iznosu od
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SCR

n—1
CoC - E 7 - s
(s,k) 1°
s=k ? (1"|_'r(s+l,k))SJr

and the unwinding of the margin in that year (including the interest) yields an
expected profit of CoC-SCRy, as can easily be calculated.

The capitalisation scenario

7.

10.

The reference undertaking receives the obligations as well as assets to cover best estimate
and risk margin from the original insurer. The reference undertaking has no own funds to
cover the SCR relating to the obligations. In order to meet the capital requirement, the
reference undertaking requests external capital of the amount SCR, for one year. The
interest on this capital is CoC+r ), so in return, the reference undertaking has to pay
back the amount (7/+CoC+r;,9)-SCR at the end of the year.

Under the assumption that the obligations run off according to best estitmate assumption,
the position of the reference undertaking at the end of the year (r = 1) is as follows:

e The development of the best estimate does not affect own funds: the assets
covering the best estimate in = 0 plus the risk-free rate earned during the year
equal the claims payments during the year and best estimate at the end of the
year.

e The unwinding of the risk margin produces own funds of the amount CoC-SCR,.
e The assets covering SCR, earn a risk-free rate of r(1,0)’SCRy.
o The repayment of the capital reduces own funds by (1+CoC+r )) SCRy.

To sum up, the own funds of the reference undertaking are reduced by the amount
SCRy, so that own funds are zero again.

Therefore, the reference undertaking is at # =1 in the same situation as at = 0. It has to
raise new capital of the amount SCR; in order to meet the SCR. The process outlined
above can be iterated until run-off of the liabilities. At ¢# = n, the reference undertaking is
relieved from the insurance obligation and no own funds will be left.

This proves that the formula stated in these specifications is in line with the risk margin
definition of the Level 1 text. In particular, the way of discounting is accurate because the
payment of the amount CoC-SCR, is made at ¢ = s+1.°

? Indeed, the reference undertaking could agree with the capital provider to pay the spread CoC-SCR, in advance at r=s. But
then the value of the spread would be CoC-SCR/(1+r(; ).
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1 SCR,

o L+ r(s+1,k))s+l
a izravnanje granice u toj godini (ukljucuju¢i kamate) donosi ocekivanu dobit od CoC-SCRk, kao Sto
se lako moze izracunati.

CoC-

Scenarij kapitalizacije

7. Referentno drustvo preuzima obveze te imovinu za pokrivanje najbolje procjene i granice rizika
od originalnog osiguravatelja. Referentno drustvo nema vlastitih sredstava za pokrivanje kapitalnog
zahtjeva glede solventnosti (KZS/SCR) u vezi s obvezama. Da bi pokrilo uvjete solventnosti,
referentno drustvo zahtijeva vanjski kapital u iznosu SCRo za godinu dana. Kamate na taj kapital
iznose CoC+r(1,0), tako da na kraju godine referentno drustvo mora zauzvrat platiti iznos od
(1+CoC+r(1,0)-SCRo.

8. Pod pretpostavkom da obveze isticu u skladu s najboljom procjenom preuzimanja rizika, stanje
referentnog drustva na kraju godine jest (t = 1) kako slijedi:

e Razvijanje najbolje procjene ne utjeCe na vlastita sredstva: imovina koja pokriva najbolju
procjenu za t = 0 zajedno s nerizi¢nom stopom ostvarenom tijekom godine jednaka je
isplatama za Stete tijekom godine zajedno sam najboljom procjenom na kraju godine.

e lzravnanje granice rizika proizvodi vlastita sredstva u iznosu CoC-SCRo.
e Imovina koja pokriva SCRo ostvaruje nerizi¢cnu kamatnu stopu r(,0)-SCRo.
e Otplata kapitala smanjuje vlastita sredstva za (1+CoC+r(1,0)) SCRo.

U zakljucku, vlastita sredstva referentnog drustva smanjuju se za iznos SCRo, §to znaci da su
ponovno na nuli.

9. Prema tome, referentno drustvo je za t = 1 u istoj situaciji kao i za t = 0. Mora steci novi kapital u
iznosu SCR1 da bi udovoljio KZS-u (SCR-u). Opisani proces moze se ponavljati do isteka obveza.
Zat = n, referentno drustvo oslobodeno je obveza osiguranja i ne preostaju mu vlastita sredstva.

10. Ovime je dokazano da je formula navedena u ovim specifikacijama u skladu s definicijom
granice rizika iz koraka 1. U uzem smislu, to¢an je na¢in diskontiranja jer se isplata iznosa
CoC-SCRs izvr$ava u vremenu t = s+1.°

® Referentno drustvo moZe se dogovoriti s davateljem kapitala da razliku CoC-SCRsplati unaprijed u vremenu t=s. No
tada bi vrijednost razlike bila CoC-SCRs/(1+ras)).
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ANNEX | - Exampletoillustrate the first method of simplification to
calculate the best estimate of incurred but not reported claims provision.

General formulation

1. The final estimate of this technical provision is derived from the following expression,
where just for illustrative purposes a three-year period of observation has been considered
(the adaptation of the formula for longer series is immediate):

IBNR reserve yeart=C; x N

>

where
C = average cost of IBNR claims, after taking into account inflation and
discounting. This cost should be based on the average cost of claims reported
in the year t. Since a part of the overall cost of claims reported in the year t
comes from provisions, a correction for the possible bias should be applied.

and

Nt =Rt * Av, being
AV = [ (N1 /p1) *(Ne2a/p2) + Nis ] / [ReitR 2R 3]

2. Furthermore, in these expressions

N i = number of claims incurred but not reported at the end of the year t-i,
independently of the accident year (to assess the number of IBNR claims all the
information known by the undertaking till the end of the year t should be included).

pi1= percentage of IBNR claims at the end of year t-3 that have been reported during
the year t-2

po= percentage of IBNR claims at the end of year t-3 that have been reported during
the years t-2 and t-1

R = claims reported in year t, independently of accident year.

3. It should be noted that the sufficiency of this method should be regularly checked using
run-off results.

Numeric example

4. Assuming as date of reference of the valuation December the 31st of 2008, the
undertaking has the following information:

N_2007 =90
N_2006 = 100

N _2005 =100 (85 reported in 2006 and 10 reported in 2007)
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PRILOG I — Primjer prve metode pojednostavljivanja za izra¢un najbolje procjene pri¢uve
za nastale, a neprijavljene Stete.

Opcenita formulacija

1.Konac¢na procjena ove tehnicke pricuve izvodi se iz sljedeceg izraza, pri ¢emu se u ilustrativne
svrhe uzima trogodisnje razdoblje opservacije (formula se izravno prilagodava duzim razdobljima):

IBNR reserve yeart = Ctx N t,

pri ¢emu je

C t= prosjecni troSak nastalih, a neprijavljenih (NN) odstetnih zahtjeva, nakon uzimanja u obzir
inflacije i1 diskontiranja. Ovaj se troSak treba temeljiti na prosje¢nom trosku odstetnih zahtjeva
prijavljenih u godini t. Budu¢i da dio ukupnog troska odstetnih zahtjeva prijavljenih u godini t
dolazi od provizija, potrebno je naciniti ispravke zbog moguce pristranosti

i

Nt = Rt * Av, pri ¢emu je

AV = [ (Nt1/ p1) + (Ne2/ p2) + N3] /[ R t1+R t2+R t3].

2. Nadalje, u ovim je izrazima

N i = broj nastalih a neprijavljenih Steta na kraju godine t-i, neovisno o godini nastanka Stete (radi
procjene broja NN Steta trebaju biti obuhvacene sve informacije kojima raspolaze osiguravajuce
drustvo na kraju godine t).

p1= postotak NN Steta na kraju godine t-3 koji je bio prijavljen tijekom godine t-2.

p2= postotak NN Steta na kraju godine t-3 Kkoji je bio prijavljen tijekom godina t-2 i t-1.

R wi= Stete prijavljene u godini t, neovisno o godini nastanka Stete.

3.Treba primijetiti da se adekvatnost ove metode mora redovito provjeravati pomocu rezultata po
isteku.

Numericki primjer

4. Uzevsi kao referentni datum procjene 31. prosinac 2008., drustvo za osiguranje ima ove
informacije:

N_2007 = 90
N_2006 = 100

N_2005 =100 (85 prijavljenih u 2006. i 10 prijavljenih u 2007.)
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furthermore
R 2008 =10.500 ; R 2007 =8.500

R 2006 = 8.200 ; R 2005 =8.700
5. The overall cost of claims reported in 2008 amounts 11.000.000 €, from which 5.500.000

€ are case reserves ( with an estimated bias = 0.9 ).

6. The estimated inflation for 2009, 2010 and 2011 is 5 per cent (every year). The
discounting rate is 4 per cent for the same years.

7. The claims reported every year are paid in a 50% the year of reporting, the year after is
paid the 35%, and the third year is paid the 15% (this is an estimation based on entity
experience or market experience).

A.1. Solution

Bias correction = 6.111.111
11.611.111
50% = 5.805.556 6.095.833 5.861.378
35% = 4.063.889 4.480.438 4.142.416
15% = 1.741.667 2.016.197 1.792.392
After bias correction and inflation+discounting= 11.796.186
Overall cost of claims reported in 2008 = 11.796.186
C2008 = 1.123
pl= 0,85
p2= 0,95
N2007/pl= 106 N2006/p2= 105
N2008= 129
IBNR reserve = | 14450120 €|

8. If the average cost of IBNR claims is different to the average cost of reported claims, C;
can be adjusted.

9. This method needs at least four years of experience. Thus, in case of new undertakings or
a new line of business this simplification does not apply.

29/66



nadalje
R_2008 = 10.500 ; R_2007 = 8.500
R_2006 = 8.200 ; R_2005 =8.700

5. Ukupni troSak odStetnih zahtjeva podnesenih u 2008. iznosi 11.000.000 €, od ¢ega je 5.500.000 €
pojedinacne pricuve (Uz procijenjenu pristranost = 0,9).

6. Procijenjena inflacija za 2009., 2010. i 2011. je 5 posto (po godini). Stopa diskontiranja je 4
posto za navedene godine.

7. 50% naknada za Stete koje se prijavljuju svake godine placa se u godini prijave, 35% ih se placa
u godini nakon prijave, a 15% u trecoj godini (ova procjena se moze temeljiti na iskustvu subjekata
ili na trziSnom iskustvu).

A.l. RjeSenje
Ispravak zbog pristranosti = 6.111.111

11.611.111
50% = 5.805.556 6.095.833 5.861.378
35% = 4.063.889 4.480.438 4.142.416
15% = 1.741.667 2.016.197 1.792.392
Nakon ispravka zbog pristranosti i inflacije + diskontiranja = 11.796.186
Ukupni troSak odstetnih zahtjeva podnesenih u 2008. = 11.796.186
C2008 = 1.123
pl= 0,85
p2= 0,95
N2007/pl= 106 N2006/p2= 105
N2008= 129
NN priduva = 144.501,20 €

8. Ako je prosjecni troSak NN odstetnih zahtjeva razli¢it od prosje¢nog troSka prijavljenih odstetnih
zahtjeva, Ctse moze prilagoditi.

9. Primjena ove metode zahtijeva najmanje Cetiri godine iskustva. Prema tome, u slucaju da se radi
o novom osiguravaju¢emu drustvu ili struci, ova metoda pojednostavljenja nije primjenjiva.
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ANNEX J - Examplesfor the construction of the equivalent scenario

Example 1
Step 1:  Deriveindividual/undiversified capital for each risk factor, and the correlation matrix
Risk Stress test applied Matrix of Correlation Matrix
factor (% change) undiversified (C)
capital (U)

Risk A 30% 500 1.00 | 0.75| 0.250.00 | 0.00
Risk B -30% 25 0.75 1.00 | 0.25]0.00 | 0.00
Risk C 20% 100 0.25] 0.25| 1.00 | 0.00 | 0.00
Risk D -10% 200 0.00 0.00 | 0.00 | 1.00 | 0.00
Risk E 10% 75 0.00 | 0.00 | 0.00 | 0.00 | 1.00
Sum 900
Step 2. Check the correlation matrix is positive definite (PD) becausein theory the single equivalent scenario

worksonly if thematrix isPD. Oneway of doingit isto check the least eigenvalue of the matrix and

make sureit is positive.

Eigenvalues of C | 1.89| 1.00] 1.00]0.86]0.25 ]|
Step 3:  Usethe matrix multiplication to multiply the correlation matrix (C) and the undiversified

capital matrix (U). Theresult isanew matrix Y.

| | Y = mmulqC,U) |
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PRILOG J - Primjeri izrade scenarija ekvivalenta

Primjer 1

Korak 1: Izra¢unajte pojedina¢ni/nediversificirani kapital za svaki ¢imbenik rizika i

korelacijsku matricu

Cimbenik rizika

Primijenjen test osjetljivosti
(% promjene)

Matrica nediversificiranog
kapitala (U)

Rizik A 30% 500

Rizik B -30% 25

Rizik C 20% 100

Rizk D -10% 200

Rizik E 10% 75

Zbroj 900

Korelacijska matrica
©)

1,00 0,75 0,25 0,00 0,00
0,75 1,00 0,25 0,00 0,00
0,25 0,25 1,00 0,00 0,00
0,00 0,00 0,00 1,00 0,00
0,00 0,00 0,00 0,00 1,00

Korak 2: Provjerite je li korelacijska matrica pozitivno kona¢na (PK), budu¢i da teoretski

scenarij pojedinacnog ekvivalenta moze biti uspjeSan samo ako je matrica PK. Jedan od

nacina provjere jest da se provjeri najniza vlastita vrijednost matrice i ustanovi je li

pozitivna.

Vlastite vrijednosti za C

1,89 1,00

1,00 0,86

0,25

Korak 3: Metodom mnozZenja matrica pomnozite korelacijsku matricu (C) s matricom

nediversificiranoga kapitala (U). Rezultat je nova matrica Y.

Y = mmult (C,U)
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Risk A 544
Risk B 425
Risk C 231
Risk D 200
Risk E 75

Step 4:  Usematrix multiplication to multiply the transpose undiversified capital matrix U with matrix Y and
take the squareroot of theresult to get the diversified capital requirement.

Note that Step 3 and 4 are the equivalent matrix algorithm to the square root method of deriving diversified
capital ie

Cdiv = \/Z Ci2 + Zpijcicj

Hence, diversified capital = (U" x (C x U)) 20.5 =(U"x Y) 2 0.5 = 593

Step 5:  Allocate diversification benefit allowing for relative weight of risksand correlations.

U Y Capital Allocation
Risk A 500 X 544 / 593 = 459
Risk B 25 X 425 / 593 = 18
Risk C 100 X 231 / 593 = 39
Risk D 200 X 200 / 593 = 67
Risk E 75 X 75 / 593 = 9
Sum 900 Sum 593

Which gives:
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Rizik A 544
Rizik B 425
Rizik C 231
Rizik D 200
Rizik E 75

Korak 4: Metodom mnozenja matrica pomnozite transponiranu matricu nediversificiranog
kapitala U s matricom Y i izvadite kvadratni korijen rezultata, kako biste dobili
diversificirani kapitalni zahtjev.

Primijetite da su koraci 3 i 4 algoritam za matrice koji je ekvivalentan metodi korjenovanja u
izracunu diversificiranoga kapitala, tj.

Caiv :\/ZCiZ +ZpijCiCj -

Prema tome, diversificirani kapital = (Ut x (C x U)) 0,5 =(Utx Y) ~ 0,5 = 593.

Korak 5. Raspodijelite naknade za diversifikaciju uzimajuéi u obzir relativne pondere rizika i
korelacije.

U Y Kapital Raspodjela
Rizik A 500 X 544 / 593 = 459
Rizik B 25 X 425 / 593 = 18
Rizik C 100 X 231 / 593 = 39
Rizik D 200 X 200 / 593 = 67
Rizik E 75 X 75 / 593 = 9
Zbroj 900 Zbroj 593

Sto daje:
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Split of | Diversification | Implied percentile | Original | Stresstest
diversified reduction for medium bang 99.5" inthe
capital factor scenario stress single
(Matrix for risk test equivalent
A) scenario
92%
Risk A 459 (=459/500) 99% 30% 28%
Risk B 18 72% (=18/25) 97% -30% -22%
Risk C 39 39% (=39/100) 84% 20% 8%
Risk D 67 34% (=67/200) 81% -10% -3%
Risk E 9 12% (=9/75) 63% 10% 1%
66%
Sum 593 | (=593/900) 96%

* The single equivalent scenario algorithm guarantees that the capital allocations sum to the
diversified capital, and that the scenario is most likely to occur.

Please note that the approach above is not without its limitations, for example in finding the combined scenario:
e It assumes that capital linearly increases in line with risk and this may not be the case.
e Changing the direction in which some risk factors are stressed may increase the overall capital requirement.

e The reduced stress tests have been derived assuming that all risk factors are multivariate-normally distributed and correlations are
used to measure the dependencies between different risks, which may not be the case.
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Raspodjela Cimbenik Podrazumijevani | Originalni Test
diversificiranog | redukcije postotak za 99,5-postotni | osjetljivosti
kapitala diversifikacije | scenarij test na stres
(Matrica A) s obzirom na srednjeg praska | osjetljivosti u
rizik na stres pojedina¢nom
scenariju
ekvivalenta
Rizik A 459 92% 99% 30% 28%
(=459/500)
Rizik B 18 72% (=18/25) | 97% -30% -22%
Rizik C 39 39% 84% 20% 8%
(=39/100)
Rizik D 67 34% 81% -10% -3%
(=67/200)
Rizik E 9 12%(=9/75) 63% 10% 1%
Zbroj 593 * 66% 93%
(=593/900)

* Algoritam za pojedinacni scenarij ekvivalenta jam¢i da je zbrojeni raspodijeljeni kapital jednak
diversificiranom kapitalu te da taj scenarij ima najvecu vjerojatnost ostvarivanja.

Molimo primijetite da gore navedeni pristup ima ograni¢enja, primjerice pri iznalazenju
kombiniranog scenarija:

e Pretpostavlja da se kapital linearno povecava proporcionalno s rizikom, Sto ne mora biti
slucaj.

e Promjena smjera naglaSavanja nekih ¢imbenika rizika moze povecati ukupni kapitalni
zahtjev.

e Reducirani testovi osjetljivosti na stres izvedeni su pod pretpostavkom da su svi ¢imbenici
rizika multivarijantni — normalno distribuirani — i da se korelacijama mjeri zavisnost izmedu
razli¢itih rizika, $to ne mora biti slucaj.
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Example 2

1. Suppose that a firm is exposed to three risks A, B and C for which the capital
requirements excluding loss absorbency of technical provisions are 50, 100 and 200
respectively.

2. Assume that the above capital requirements are calculated based on stress tests of 25%, -
40% and 40% respectively.

3. Suppose the three risks are aggregated using the following correlation matrix Mcor:

A B C
A 1 0.25 0.5
B | 025 1 0.75
C 0.5 0.75 1

4. The undiversified gross capital requirements may be represented by the following matrix
Mgross:

A 50
B 100
200

Step A

5. The first step in the construction of the single equivalent scenario is to calculate the
product of the matrices Mcorr and Mgross. For ease of reference this matrix may be referred
to as M.

175
263
300

w

Step B
6. The aggregate, diversified capital requirement, D, may then be calculated as follows:
D= (1\/[,‘;rossT * M1)1/2’

where MgmssT 1s the transpose of the matrix Mgoss. In the example above D is equal to
308.

Step C

7. For each risk 1, the diversification benefit may then be allocated to each of the different

risks as follows:
Mgross,i * Ml,i/ D,

where Mg, 1S the gross capital requirement for risk i and M is the entry in matrix
M; for risk 1.

8. This allows for both the relative weights of each risk and the correlations between risks.
For example, for risk A the allocated diversified capital is (50 * 175)/308 = 28.
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Primjer 2

1. Pretpostavimo da je tvrtka izlozena trima rizicima, A, B i C, za koje kapitalni zahtjevi, uz
iskljucenje sposobnosti tehnickih pri¢uva da apsorbiraju gubitak, iznose redom 50, 100 i 200.

2. Pretpostavimo da su navedeni kapitalni zahtjevi izraCunati na temelju testova osjetljivosti na stres
od redom 25%, -40% i 40%.

3. Pretpostavimo da se ta tri rizika agregiraju ovom korelacijskom matricom Mcorr:

A B C
A 1 0,25 0,5
B 0,25 1 0,75
C 0,5 0,75 1

4.Nediversificirani bruto kapitalni zahtjevi mogu se predog¢iti ovom matricom Mgross:

A 50
B 100
C 200
Korak A

5. Prvi korak u izradi pojedinacnog scenarija ekvivalenta je izracunu proizvoda matrica Mcorr i
Mogross. Radi pojednostavljivanja terminologije, ovu matricu mozemo oznaciti s M1.

A 175
B 263
C 300
Korak B

6. Agregat, tj. diversificirani kapitalni zahtjev, D, sada se moZe izra¢unati na ovaj nacin:

D=(M

pri éemu je Mgross ' transpozicija matrice Mgross. U gornjem primjeru D je jednako 308.

T * Ml)l/Z ,

gross

Korak C

7. Za svaki rizik i naknada za diversifikaciju moze tada biti raspodijeljena svakom od razli¢itih
rizika na ovaj nacin:

Mrossi *Mui/ D, M i *My; /D

pri ¢emu je Mgross,i kapitalni zahtjev za rizik i a M1, je unos u matricu Mz za rizik i.

8. Ovime su uzeti u obzir i relativni ponderi rizika i korelacije izmedu rizika. Primjerice, za rizik A
raspodijeljeni diversificirani kapital je (50 * 175)/308 = 28
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9. Let the matrix M, represent the allocated diversified capital for each risk.

Step D

A 28

B 85

C 195
Total | 308

10. The allocated diversified capital may then be used to derive the required stress test.

Diversification | Implied® | Original stress Stress test in
M, factor percentile test single equivalent
scenario

A 28 57% 93% 25% 14%
(= 28/50) (=57% * 25%)

B 85 85% 99% -40% -34%
(=85/100) (=85% * -40%)

C 195 97% 99% 40% 39%
(= 195/200) (=97% * 40%)

Total | 308

* Note that this assumes that all risks are normally distributed
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9. Neka matrica M2 predstavlja raspodijeljeni diversificirani kapital za svaki od rizika.

A 28
B 85
C 195
Ukupno 308
Korak D

10. Raspodijeljeni diversificirani kapital moze se tada upotrijebiti za izracun potrebnog testa
osjetljivosti na stres.

M2 Cimbenik Podrazumijevani® | Izvorni test Test
diversifikacije postotak osjetljivosti na | osjetljivosti na
stres stres u
pojedina¢nom
scenariju
ekvivalenta
A 28 57% 93% 25% 14%
(= 28/50) (=57% *25%)
B 85 85% 99% -40% -34%
(=85/100) (= 85%*-40%)
C 195 97% 99% 40% 39%
(= 195/200) (= 97% * 40%)
Ukupno 308

* Primijetite da se pritom pretpostavlja da su svi rizici normalno distribuirani.
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ANNEX K - [lliquidity premium shock

1. Due to the scarcity of available data on the illiquidity premium observed in the financial
markets, the risk of decrease of the illiquidity premium has been calibrated on the
evidence shown in the years 2008 and 2009. Some data were also available for the years
2005 to 2007’ but this corresponds to a situation where the observed illiquidity premium
increased.

Variation of theilliquidity premia from 2008 to 2009

31/12/2008 | 31/12/2009 | variation
EUR 179 53 -70%
GBP 221 82 -63%
USD 231 71 -69%
JPY 42 15 -64%
CHF 32 9 -72%
SEK 84 54 -36%
DKK 62 40 -35%
NOK 70 20 -71%
CZK 63 19 -70%
PLZ 63 19 -70%
HUF 63 19 -70%
EKK 63 19 -70%
LVL 63 19 -70%
LTL 63 19 -70%
CAD 200 48 -76%
ZAR 85 70 -18%
AUD 139 75 -46%
HKD 170 54 -68%

2. On average, for all those currencies, the variation was of -62%.

3. For the purposes of QISS, the calibration of the illiquidity premium was done on a
formula calibrated on EUR, GBP and USD. On these three currencies, the variation was of
-68% on average.

4. For the purposes of QISS, the shock on illiquidity premium has been set up at the mean
level between -62% and -68%.

> See p.32 of the Task Force Report on the Liquidity Premium, CEIOPS-SEC-34/10, 1 March 2010,
http://www.ceiops.eu/media/files/publications/submissionstotheec/20100303-CEIOPS-Task-Force-Report-on-the-liquidity-

premium.pdf.
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PRILOG K - Udar na premiju nelikvidnosti

1. Zbog slabe dostupnosti podataka o premijama nelikvidnosti koja je zamjetna na financijskim trzistima, rizik
smanjenja premije nelikvidnosti mjerio se na osnovi iskazanog u dokumentima iz 2008. i 2009. godine. Takoder su
bili dostupni i neki podaci iz 2005. i 2007.°, ali to odgovara stanju kada je zabiljezeno poveéanje premije
nelikvidnosti.

Promjene premije nelikvidnosti od 2008. do 2009.

31/12/2008 31/12/2009 Promjena
EUR 179 53 -70%
GBP 221 82 -63%
usSD 231 71 -69%
JPY 42 15 -64%
CHF 32 9 -12%
SEK 84 54 -36%
DKK 62 40 -35%
NOK 70 20 -71%
CzZK 63 19 -70%
PLZ 63 19 -70%
HUF 63 19 -70%
EKK 63 19 -70%
LVL 63 19 -70%
LTL 63 19 -70%
CAD 200 48 -76%
ZAR 85 70 -18%
AUD 139 75 -46%
HKD 170 54 -68%

2. U prosjeku, za sve navedene valute, promjena je bila -62%.

3. Za potrebe studije QIS5, kalibracija premije nelikvidnosti izvrSena je na euru (EUR),
britanskoj funti (GBP) i ameri¢kom dolaru (USD). Kod tih valuta, prosje¢na promjena je bila -68%.

4. Za potrebe studije QISS, udar na premiju nelikvidnosti postavljen je na prosje¢nu razinu izmedu -62% i -68%.

Vidjeti stranicu 32 IzvjeStaja radne skupine o premiji nelikvidnosti, CEIOPS-SEC-34/10, 1. ozujka 2010.,
http://www.ceiops.eu/media/files/publications/submissionstotheec/20100303-CEIOPS-Task-Force-Report-on-the iquiditypremium
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ANNEX L.1 - Arena capacitiesfor the health catastropherisk sub-module

Stadium/Arena information

Country Name Location Capacity
Austria Ernst Happel Stadion Vienna 50,000
Belgium Koning Boudewijn Stadion Brussels 50,000

Vasil Levski National

Bulgaria Stadium Sofia 43,632
Croatia Maksimir Stadium Zagreb 37,168
Cyprus Neo GSP Stadium Nicosia 22,859
Czech

Republic Synot Tip Arena (Eden) Prague 21,000
Denmark Parken Copenhagen East 50,000
Estonia A. le Coq Arena Tallinn 9,700
Finland Helsinki Olympic Stadium Helsinki 50,000
France Stade de France Saint Denis 80,000
Germany Signal Iduna Park Dortmund 80,552
Greece Athens Olympic Stadium Athens 72,000
Hungary Puskés Ferenc Stadion Budapest 56,000
Iceland Laugardalsvollur Reykjavik 20,000
Ireland Croke Park Dublin 82,300
Italy Giuseppe Meazza Milan 83,679
Latvia Mezaparks Riga 45,000
Lithuania Siemens Arena Vilnius 12,500
Luxemburg Rockhal Esch-sur-Alzette 7,700
Malta Ta’' Qali National Stadium Ta’' Qali 35,000

Amsterdam South

Netherlands Amsterdam Arena East 51,628
Norway Ullevaal Stadion Oslo (North) 25,600
Poland National Stadium Warsaw 55,000
Portugal Estadio da Luz Lisbon 65,400
Romania Arena Romana Bucharest 50,000
Slovakia Tehelne pole Bratislava 30,000
Slovenia Ljudski vrt Maribor 12,435
Spain Camp Nou Barcelona 98,787
Sweden Nya Ullevi Gothenburgh 43,000
Switzerland St. Jakob-Park Basel 38,512
UK Wembley Stadium London 90,000
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PRILOG L.1 - Kapaciteti stadiona za podmodul rizika zdravstvenih katastrofa

Informacije o stadionima/arenama

Zemlja Ime Smjestaj Kapacitet

Austrija Ernst Happel Stadion Be¢ 50.000
Belgija Stadion Kralja Boudewijna Brisel 50.000
Bugarska Nacionalni stadion Vasil Levski Sofija 43.632
Hrvatska Maksimirski stadion Zagreb 37.168
Cipar Stadion Neo GSP Nikozija 22.859
Republika Ceska Stadion Synot Tip Arena (Eden) Prag 21.000
Danska Stadion Parken Kopenhagen Istok 50.000
Estonija Stadion A. le Coq Arena Talin 9.700
Finska Olimpijski stadion u Helsinkiju Helsinki 50.000
Francuska Stade de France Saint Denis 80.000
Njemacka Stadion Signal Iduna Park Dortmund 80.552
Grcka Olimpijski stadion u Ateni Atena 72.000
Magdarska Puskas Ferenc Stadion Budimpesta 56.000
Island Stadion Laugardalsvollur Rekijavik 20.000
Irska Stadion Croke Park Dablin 82.300
Italija Stadion Giuseppe Meazza Milano 83.679
Latvija Stadion Mezaparks Riga 45.000
Litva Stadion Siemens Arena Vilnius 12.500
Luksemburg Stdion Rockhal Esch-sur-Alzette 7.700
Malta Stadion Ta’ Qali National Stadium Ta’ Qali 35.000
Nizozemska Stadion Amsterdam Arena Amsterdam Jugo- 51.628

Istok

NorvesSka Stadion Ullevaal Stadion Oslo (Sjever) 25.600
Poljska Nacionalni stadion VarSava 55.000
Portugal Stdion Estadio da Luz Lisabon 65.400
Rumunjska Stadion Arena Romana Bukurest 50.000
Slovacka Stadion Tehelne pole Bratislava 30.000
Slovenija Stadion Ljudski vrt Maribor 12.435
Spanjolska Stadion Camp Nou Barcelona 98.787
Svedska Stadion Nya Ullevi Gothenburgh 43.000
Svicarska Stadion St. Jakob-Park Bazel 38.512
Ujedinjeno Kraljevstvo Stadion Wembley London 90.000
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ANNEX L.2 - Insurance penetrations for the health catastropherisk sub-module
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% population

Income protection

5%

64%

21%

39%

48%

33%

5%

0%

2%

42%

Medical expenses
insurance: including
hospital cash, etc.

10%

91%

25%

34%

24%

99%

50%

12%

17%

16%

1%

0%

0%

51%

Medical expenses
insurance: reimbursement
only

11%

18%

5%

4%

37%

10%

Long term care

0%

5%

13%

1%

0%

3%

1%

Standalone critical illness

1%

47%

1%

1%

Personal accident

20%

18%

15%

5%

3%

55%

6%

47%

48%

70%

13%

20%

9%

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

PL

CH

SK

SE

Sl

LU

LT

LV

BG

CR

CY

EE

MT

RO

% population

Income protection

10%

1%

78%

0%

1%

Medical expenses
insurance: including
hospital cash, etc.

1%

1%

82%

74%

15%

1%

Medical expenses
insurance: reimbursement
only

4%

0%

Long term care

2%

Standalone critical illness

9%

0%

0%
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PRILOG L.2 — Rasirenost osiguranja za podmodul rizika zdravstvenih katastrofa

10

11

12

13

14

15

16

ES

AT

PT

DK

NO

Cz

Fl

HE

HU

IE

Postotak
populacije

Osiguranje za
slucaj gubitka
prihoda

5%

64%

21%

39%

48%

33%

5%

0%

2%

42%

Osiguranje za
medicinske
troSkove:
ukljucujuéi
gotovinska
bolnicka
placanja itd.

10%

91%

25%

34%

24%

99%

50%

12%

17%

16%

1%

0%

0%

51%

Osiguranje za
medicinske
troSkove: samo
povrat
sredstava

11%

18%

5%

4%

37%

10%

Dugotrajno
lijeCenje

0%

5%

13%

1%

0%

3%

1%

Odvojeno
osiguranje za
kriti¢nu bolest

1%

47%

1%

1%

Osobno
osiguranje
protiv nezgode

20%

18%

15%

5%

3%

55%

6%

47%

48%

70%

13%

20%

9%

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

PL

CH

SK

SE

Sl

LU

LT

LV

IS

BG

HR

CYy

EE

MT

RO

Postotak
populacije

Osiguranje za
slucaj gubitka
prihoda

10%

1%

78%

0%

1%

Osiguranje za
medicinske
troSkove:
ukljucujuéi
gotovinska
bolnicka
placanja itd.

1%

1%

82%

74%

15%

1%

Osiguranje za
medicinske
troSkove: samo
povrat
sredstava

4%

0%

Dugotrajno
lijeCenje

2%

Odvojeno
osiguranje za
kriti¢nu bolest

9%

0%

0%
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Personal accident 5% 20% | 52% | 25% 14%

Where factors are missing, this may be due to the fact that the product type is not present in the market or because the member state has not
provided the information.
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Osobno
osiguranje
protiv nezgode
5%

20%

52%

25%

14%

Tamo gdje ¢imbenici nedostaju, to moZe biti zato Sto takvog tipa proizvoda nema na odredenom trzistu ili pak drZava
¢lanica nije dostavila informacije.
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ANNEX L.3 - Examplesfor the allowance of reinsurancein the health and
non-life catastrophe risk sub-modules

A 1 Country; Cat Excess of loss cover
Assume 850 excess 100 with 1 reinstatement cost 40

Grossloss 1,000
ri recovery 850
ri premium 40
Net loss 190

B 1 Country; Cat Excess of loss cover with 10% quota share
Assume 850 excess 100 with 1 reinstatement cost 40
Quota share applies after Cat XL programme

Grossloss 1,000
Cat XL ri recovery 850
net loss after Cat XL 150
QS ri recovery 15
Cat XL ri premium 40
Net loss 175

C 1 Country; Cat Excess of loss cover with 10% quota share
Nat Cat type event
Assume 800 excess 100 with 1 reinstatement cost 40
Quota share applies before Cat XL programme

Grossloss 1,000
QS ri recovery 100
net loss after Cat XL 900
Cat XL ri recovery 800
Cat XL ri premium 38
Net loss 138

D 2 countries; Global Cat Excess of loss
Nat Cat type event affects 2 countries
Same currency in each country
In this situation the firm aggregates its gross losses across countries using 3.4
It then applies its RI programme to the result.
Assume 1900 excess 100 with 1 reinstatement cost 100

Assume the 2 countries have a correlation of 75%

Country | Country
Total A B

Grossloss 1,414 | 1,000 500
RI recovery 1,314
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PRILOG L.3 - Primjeri naknada za reosiguranje u podmodulima za zdravstveno ili

nezivotno osiguranje u sluéaju katastrofe

A 1 zemlja; osiguranje viska Stete u slucaju katastrofe
Preuzeti 850 viSak 100 s troSkom jedne obnove 40

Bruto-gubitak 1.000
RI povrat 850
RI premija 40
Neto-gubitak 190
B 1 zemlja; osiguranje viska Stete u slucaju katastrofe s 10% dijela kvote

Preuzeti 850 viSak 100 s jednim troSkom obnove 40
Dio kvote primjenjuje se nakon programa Kat. XL

Bruto-gubitak 1.000
RI povrat za Kat. XL 850
Neto-gubitak nakon Kat. XL 150
QS RI povrat 15
RI premija za Kat. XL 40
Neto-gubitak 175
Cc 1 zemlja; osiguranje viska Stete u slucaju katastrofe s 10% dijela kvote

Tip dogadaja: nacionalna katastrofa

Preuzeti 800 viSak 100 s jednim troSkom obnove 40
Dio kvote primjenjuje se prije programa Kat. XL

Bruto-gubitak 1.000
QS RI povrat 100
Neto-gubitak nakon Kat. XL 900
RI povrat za Kat. XL 800
RI premija za Kat. XL 38
Neto-gubitak 138
D 2 zemlje; ukupni visak Stete u slucaju katastrofe

Tip dogadaja: nacionalna katastrofa zahvaca 2 zemlje

Obje zemlje imaju istu valutu

U takvoj situaciji tvrtka agregira svoje bruto-gubitke u zemljama koriste¢i 3,4

Tada na rezultat primjenjuje svoj RI program.

Preuzeti 1900 viSak 100 s jednim troSkom obnove 100

Uzeti da korelacija izmedu 2 zemlje iznosi 75%

Ukupno Zemlja Zemlja
A B
Bruto-gubitak 1.414 1.000 500
RI povrat 1.314
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RI premium 69
Net loss 169

Note: need to take care if different currencies are used in different countries. This will depend
on the details of the reinsurance treaty

E 2 countries; Separate Cat Excess of loss covers
Nat Cat type event affects 2 countries
Same currency in each country
In this situation the firm applies its RI programme to the gross loss in each country
Then aggregates the net results using 3.4
Assume 1350 excess 50 with 1 reinstatement cost 65 for country A
Assume 550 excess 50 with 1 reinstatement cost 35 for country B
Assume the 2 countries have a correlation of 75%

Country | Country
Total A B
Grossloss 1,414 | 1,000 500
RI recovery 950 450
RI premium 46 29
Net loss 163 96 79

Note: need to take care if different currencies are used in different countries

F 2 countries; Global Cat Excess of loss
Nat Cat type event affects 2 countries
Same currency in each country
Allocating the RI cover pro-rata to the countries to get net results by country
Then aggregates the net results using 3.4
Assume 1266 excess 67 with 1 reinstatement cost 67 for country A, and appropriately
scaled down for country B.

Assume the 2 countries have a correlation of 75%

Country | Country
Total A B
Grossloss 1,414 |1,000 500
RI recovery 933 467
RI premium 49 25
Net loss 174 116 58

Note: need to take care if different currencies are used in different countries
- will depend on the details of the reinsurance treaty
This is the same example as D, but aggregated in a different way
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RI premija

69

Neto-gubitak

169

Napomena: Treba voditi racuna o tome imaju li razli¢ite zemlje razli¢itu valutu. To ¢e ovisiti o uvjetima ugovora o

reosiguranju.

E 2 zemlje; Odvojeno osiguranje viska stete u sluéaju katastrofe
Tip dogadaja: nacionalna katastrofa zahvaca 2 zemlje
Obje zemlje imaju istu valutu
U takovoj situaciji tvrtka primjenjuje svoj RI program na bruto-gubitak u svakoj zemlji
Tada agregira neto-rezultat koriste¢i 3,4
Preuzeti 1.350 viSak 50 s 1 troSkom obnove 65 za zemlju A
Preuzeti 550 viak 50 s 1 troSkom obnove 35 za zemlju B
Uzeti da korelacija izmedu 2 zemlje iznosi 75%

Ukupno Zemlja Zemlja
A B
Bruto-gubitak 1.414 1.000 500
RI povrat 950 450
RI premija 46 29
Neto-gubitak 163 96 79

Napomena: Treba voditi racuna o tome imaju li razli¢ite zemlje razli¢itu valutu.

F 2 zemlje; ukupni viSak Stete u slucaju katastrofe
Tip dogadaja: nacionalna katastrofa zahvaca 2 zemlje
Obje zemlje imaju istu valutu
Proporcionalno (pro rata) dodjeljivanje RI osiguranja zemljama kako bi se
dobio neto-rezultat po zemlji
Zatim se agregiraju neto-rezultati koriste¢i 3,4
Preuzeti 1.266 viSak 67 s jednim troSkom obnove 67 za zemlju A te proporcionalno
smanjiti za zemlju B.

Uzeti da korelacija izmedu 2 zemlje iznosi 75%

Ukupno Zemlja Zemlja
A B
Bruto-gubitak 1.414 1.000 500
RI povrat 933 467
RI premija 49 25
Neto-gubitak 174 116 58

Napomena: treba voditi racuna o tome imaju li razli¢ite zemlje razli¢itu valutu
- ovisit ¢e 0 uvjetima ugovora o reosiguranju
Ovo je isti primjer kao i pod D, ali agregiranje je izvr§eno na drugaciji nacin.
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ANNEX L .4 - List of countriesthat are materially affected by natural perils
for the non-life catastropherisk sub-module

Country Windstorm | Earthquake | Flood Hail Subsidence
AT X X X X
BE X
BG
CR
CY
CZ X
CH X
DK X
EE
Fl
FR X
DE X
HE
HU
IS X
IE X
IT X X X
LV
LT
LU X X
MT
NL X X
NO
PL X X
PT

RO

SK

SI

ES

SE

UK
Guadeloupe
Martinigue
St Martin
Reunion

XXX [X[X|X

XXX | X

X

XXX | X

X

XXX [X XX | X
X

The ‘X’ indicates that the peril is considered material for this particular country when
compared to other perils. A complete scenario for this particular peril and country has been
developed. Where the factor fails the significance test (smaller than 1/15th of the largest
country-wide factor), no factor has been provided.
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PRILOG L.4 - Lista zemalja koje su materijalno izlozene prirodnim opasnostima za
podmodul nezivotnog osiguranja rizika od katastrofa

Zemlja

Oluje

Potresi

Poplave

Tuca

Klizanje tla

AT

X

X

X

BE

X

X

BG

X

CR

CYy

CZ

CH

x

XXX [X[|X|X

DK

EE

Fl

FR

DE

HE

HU

X[ XXX

IS

IE

IT

LV

LT

LU

MT

NL

NO

x

PL

PT

RO

SK

Sl

XXX [X

ES

SE

UK

Guadeloupe

Martinique

x

St Martin

Reunion

XX [X|X|X|[X]|X

"X" oznacava da se smatra kako opasnost moze izazvati materijalnu Stetu za tu odredenu zemlju kada se usporedi s
drugim opasnostima. Razvija se potpuni scenarij za tu odredenu opasnost i zemlju. Kad ¢imbenik ne prode na testu
znacajnosti (manje od 1/15 najrasprostranjenijeg ¢imbenika za zemlju), nije naveden nikakav ¢imbenik.
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ANNEX L.5- List of 1in 200 year grosslossdamagerratios by country
(QCTRY) for the non-life catastropherisk sub-module

Country Windstorm | Earthquake | Flood Hail Subsidence
AT 0.08% 0.10% 0.15% 0.08%
BE 0.16% 0.02% 0.10% 0.03%
BG 1.60% 0.15%

CR 1.60%

CY 2.35%

cz 0.03% 0.10% 0.40%

CH 0.08% 0.25% 0.15% 0.06%
DK 0.25%

EE

Fl

FR 0.12% 0.06% 0.10% 0.01% 0.05%
DE 0.09% 0.10% 0.20% 0.02%
HE

HU 0.20% 0.40%

IS 0.03%

IE 0.20%

IT 0.80% 0.10% 0.05%
LV

LT

LU 0.10% 0.03%
MT

NL 0.18% 0.02%
NO 0.08%

PL 0.04% 0.30%

PT 1.20%

RO 1.70% 0.40%

SK 0.15% 0.45%

SI 1.00% 0.30%

ES 0.03% 0.01%
SE 0.09%

UK 0.17% 0.10%
Guadeloupe 2.74% 4.09%

Martinigue 3.19% 4.71%

St Martin 5.16% 5.00%

Reunion 2.50%
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PRILOG L.5 - Lista 1 u 200 godina omjer bruto-gubitak Steta po zemlji
(QCTRY) za nezivotni rizik od katastrofe

Zemlja Oluje Potresi Poplave Tuca Klizanje tla
AT 0,08% 0,10% 0,15% 0,08%
BE 0,08% 0,02% 0,10% 0,03%
BG 1,60% 0,15%
CR 1,60%
cY 2,35%
cZ 0,03% 0,10% 0,40%
CH 0,08% 0,25% 0,15% 0,06%
DK 0,25%
EE
Fl
FR 0,12% 0,06% 0,10% 0,01% 0,05%
DE 0,09% 0,10% 0,20% 0,02%
HE
HU 0,20% 0,40%
IS 0,03%
IE 0,20%
IT 0,80% 0,10% 0,05%
LV
LT
LU 0,10% 0,03%
MT
NL 0,18% 0,02%
NO 0,08%
PL 0,04% 0,30%
PT 1,20%
RO 1,70% 0,40%
SK 0,15% 0,45%
SI 1,00% 0,30%
ES 0,03% 0,01%
SE 0,09%
UK 0,17% 0,10%
Guadeloupe 2,74% 4,09%
Martinique 3,19% 4,71%
St Martin 5,16% 5,00%
Reunion 2,50%
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ANNEX M - Geographical segmentation for the Non-SLT health and non-
life premium and reserverisk sub-modules

This annex defines the 18 geographical segments which are used in the health and non-life
underwriting risk sub-modules of the standard formula to measure geographical
diversification. The segmentation is based on "macro-geographical regions" developed by the
United Nation Statistics Division for statistical purposes.

1. Central & Western Asia (UN geo-scheme Central Asia and Western Asia, less Cyprus)

Armenia Azerbaijan Bahrain Georgia

Iraq Israel Jordan Kazakhstan

Kuwait Kyrgyzstan Lebanon Oman

Palestinian Territories Qatar Saudi Arabia Syrian Arab Republic
Tajikistan Turkey Turkmenistan United Arab Emirates
Uzbekistan Yemen

2. Eastern Asia (UN geo-scheme Eastern Asia)

China Hong Kong Japan Macao
Mongolia North Korea South Korea Taiwan

3. South and South-Eastern Asia (UN geo-scheme Southern Asia and South-Eastern Asia)

Afghanistan Bangladesh Bhutan Brunei Darussalam
Cambodia India Indonesia Iran

Lao PDR Malaysia Maldives Myanmar

Nepal Pakistan Philippines Singapore

Sri Lanka Thailand Timor-Leste Vietnam

4. Oceania (UN geo-scheme Oceania region)

American Samoa Australia Cook Islands Fiji

French Polynesia Guam Kiribati Marshall Islands
Micronesia Nauru New Caledonia New Zealand
Niue Norfolk Island N. Mariana Islands  Palau

Papua New Guinea Pitcairn Samoa Solomon Islands
Tokelau Tonga Tuvalu Vanuatu

Wallis & Futuna Islands

43/55



PRILOG M - Geografska segmentacija za podmodule za rizike koji se odnose na ne-SLT
zdravstvene i nezivotne premije i pricuve

Ovaj prilog definira 18 geografskih segmenata koji se koriste u podmodulima za osiguranje zdravstvenih i nezivotnih
rizika standardne formule za mjerenje geografske diversifikacije. Segmentacija se osniva na ‘“makrogeografskim
regijama” koje je razvio Odjel za statistiku Ujedinjenih naroda za statisti¢ke svrhe.

1. SrediSnja i Zapadna Azija (UN-ova geoshema SrediSnje Azije i Zapadne Azije, bez Cipra)

Armenija

Irak

Kuvajt

Palestinski teritoriji
Tadzikistan
Uzbekistan

Azerbajdzan Bahrein

Izrael Jordan

Kirgistan Libanon

Katar Saudijska Arabija
Turska Turkmenistan
Jemen

2. Isto¢na Azija (UN-ova geoshema Istocne Azije)

Kina
Mongolija

Hong Kong Japan
Juzna Koreja

Sjeverna Koreja

Gruzija

Kazahstan

Oman

Arapska Republika Sirija
Ujedinjeni Arapski Emirati

Makao
Tajvan

3. JuZna i Jugoisto¢na Azija (UN-ova geoshema Juzne Azije i Jugoistoéne Azije)

Afganistan
Kambodza
Laos
Nepal

Sri Lanka

Banglade$ Butan

Indija Indonezija
Malezija Maldivi
Pakistan Filipini
Tajland Timor — Leste

4. Oceanija (UN-ova geo-shema Oceanije)

Americka Samoa
Francuska Polinezija
Mikronezija

Niue

Papua Nova Gvineja
Tokelau

Valis i Fortuna
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Australija

Guam Kiribati

Nauru Nova Kaledonija
Otok Norfolk

Pitcairnovo otocje Samoa

Tonga Tuvalu

Cookovo otocje

Marijanski otoci

Brunej -Darussalam
Iran

Mijanmar

Singapur

Vijetham

Fidzi

Marsalovi otoci
Novi Zeland
Palau
Salomonovi otoci
Vanuatu

AL



5. Northern Africa (UN geo-scheme Northern Africa and Western Africa plus Cameroon,
Central African Republic and Chad)

Algeria Benin Burkina Faso Cameroon
Cape Verde Central African Rep. Chad Cote d’Ivoire
Egypt Gambia Ghana Guinea
Guinea-Bissau Liberia Libya Mali
Mauritania Morocco Niger Nigeria

Saint Helena Senegal Sierra Leone Sudan

Togo Tunisia Western Sahara

6. Southern Africa (UN geo-scheme Southern Africa, Eastern Africa and Middle Africa
other than countries specified under Northern Africa)

Angola Botswana Burundi Comoros

Dem Rep of Congo  Djibouti Equatorial Guinea  Eritrea

Ethiopia Gabon Kenya Lesotho

Madagascar Malawi Mauritius Mayotte

Mozambique Namibia Rep of the Congo Reunion

Rwanda Sao Tome & Principe Seychelles Somalia

South Africa Swaziland Uganda United Rep. of Tanzania
Zambia Zimbabwe

7. Eastern Europe (UN geo-scheme Eastern Europe)

Belarus Bulgaria Czech Republic Hungary
Moldova Poland Romania Russian Federation
Slovakia Ukraine

8. Northern Europe (UN geo-scheme Northern Europe)

Aland Islands Channel Islands Denmark Estonia
Faeroe Islands Finland Guernsey Iceland
Republic of Ireland  Isle of Man Jersey Latvia
Lithuania Norway Svalbard, Jan Mayen Sweden
United Kingdom

9. Southern Europe (UN geo-scheme Southern Europe, plus Cyprus)

Albania Andorra Bosnia Croatia
Cyprus Gibraltar Greece Italy
fYR of Macedonia  Malta Montenegro Portugal

San Marino Serbia Slovenia Spain
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5. Sjeverna Afrika (UN-ova geoshema Sjeverne Afiike i Zapadne Afrike plus Kamerun, Srednjoafii¢ka Republika i
Cad)

AlZir Benin Burkina Faso Kamerun
Zelenortska Republika Srednjoafricka Republika Cad Obala Bjelokosti
Egipat Gambija Gana Mali

Gvineja — Bisau Liberija Libija Nigerija
Mauritanija Maroko Niger Sudan

Sveta Helena Senegal Sijera Leone

Togo Tunis Zapadna Sahara

6. JuZzna Afrika (UN-ova geoshema Juine Afrike, Istoéne Afrike i Srednje Afrike, 0sim drzava navedenih pod
Sjevernom Afrikom)

Angola Bocvana Burundi Komori

Dem. Rep. Kongo Dzibuti Ekvatorijalna Gvineja Eritreja

Etiopija Gabon Kenija Lesoto

Madagaskar Malavi Mauricijus Mayotte

Mozambik Namibija Rep. Kongo Reunion

Ruanda Sveti Toma i Prinsipe SejeSeli Somalija

Juzna Afrika Svazi Uganda Ujedinjena Republika
Zambija Zimbabve Tanzanija

7. Isto¢na Europa (UN-ova geoshema Isto¢ne Europe)

Bjelorusija Bugarska Ceska Republika Madarska
Moldova Poljska Rumunjska Ruska Federacija
Slovacka Ukrajina

8. Sjeverna Europa (UN-ova geoshema Sjeverne Europe)

Alandski otoci Kanalski otoci Danska Estonija
Farski otoci Finska Guernsey Island
Republika Irska Otok Man Jersey Latvija
Litva NorveSka Svalbard, Jan Mayen Svedska

Ujedinjeno Kraljevstvo

9. Juzna Europa (UN-ova geoshema Juzne Europe, plus Cipar)

Albanija Andora Bosna Hrvatska
Cipar Gibraltar Grcka Italija
Makedonija Malta Crna Gora Portugal
San Marino Srbija Slovenija Spanjolska
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Vatican City

10. Western Europe (UN geo-scheme Western Europe)

Austria Belgium France Germany
Liechtenstein Luxembourg Monaco Netherlands
Switzerland

11. Northern America excluding the USA (UN geo-scheme Northern America, lessthe
USA)

Bermuda Canada Greenland St Pierre & Miquelon

12. Caribbean & Central America (UN geo-scheme Caribbean and Central America)

Anguilla Antigua & Barbuda Aruba Bahamas

Barbados Belize British Virgin Islands Cayman Islands
Costa Rica Cuba Dominica Dominican Republic
El Salvador Grenada Guadeloupe Guatemala

Haiti Honduras Jamaica Martinique

Mexico Montserrat Netherlands Antilles Nicaragua

Panama Puerto Rico St-Barthelemy St Kitts & Nevis

St Lucia St Martin St Vincent Trinidad & Tobago

Turks & Caicos Is’ds US Virgin Islands

13. Eastern South America (UN geo-scheme South America divided)
Brazil Falkland Islands French GuianaGuyana

Paraguay Suriname Uruguay

14. Northern, southern and western South America (UN geo-scheme South America
divided)

Argentina Bolivia Chile Colombia

Ecuador Peru Venezuela

15. North-east US (NAIC North-eastern zone)

Connecticut Delaware District of Columbia Maine

Maryland Massachusetts New Hampshire New Jersey
New York Pennsylvania Rhode Island Vermont
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Vatikanski Grad

10. Zapadna Europa (UN-ova geoshema Zapadne Europe)

Austrija Belgija Francuska Njemacka
Lihtenstajn Luksemburg Monako Nizozemska
Svicarska

11. Sjeverna Amerika iskljuc¢ujuéi SAD (UN-ova geoshema Sjeverne Amerike, bez SAD-a)
Bermudski otoci Kanada Grenland Sveti Petar i Mikelon

12. Karibi i Centralna Amerika (UN-ova geoshema Karipske i Srednje Amerike)

Angvila Antigua i Barbuda Aruba Bahami

Barbados Belize Britanski Djevicanski otoci Kajmanski otoci
Kostarika Kuba Dominika Dominikanska Republika
Salvador Grenada Gvadalupa Guatemala

Haiti Honduras Jamajka Martinik

Meksiko Monserrat Nizozemski Antili Nikaragva

Panama Portoriko Sveti Bartolomej Sveti Kristofor i Nevis
Sveta Lucija Sveti Martin Sveti Vincent Trinidad i Tobago

Otoci Turks i Americki Djevicanski

Kaikos otoci

13. Isto¢na Juzna Amerika (UN-ova geoshema podijeljene Juzne Amerike)

Brazil Falklandski otoci Francuska Gvajana, Gijana

Paragvaj Surinam Urugvaj

14. Sjeverna, juzna, zapadna Juzna Amerika (UN-ova geoshema podijeljene Juzne Amerike)
Argentina Bolivija Cile Kolumbija

Ekvador Peru Venezuela

15. Sjeveroistok Sjedinjenih DrZava (NAIC Sjeveroisto¢na zona)

Connecticut Delaware Okrug Columbia Maine
Maryland Massachusetts New Hampshire New Jersey
New York Pennsylvania Rhode Island Vermont
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16. South-east US (NAIC South-eastern zone, less US Virgin | slands)

Alabama Arkansas Florida Georgia
Kentucky Louisiana Mississippi North Carolina
Puerto Rico South Carolina Tennessee Virginia

W. Virginia

17. Mid-west US (NAIC Midwestern zone)

Illinois Indiana Towa Kansas
Michigan Minnesota  Missouri Nebraska
North Dakota Ohio Oklahoma South Dakota
Wisconsin

18. Western US (NAIC Western zone, less American Samoa and Guam)

Alaska Arizona California Colorado
Hawaii Idaho Montana Nevada
New Mexico Oregon Texas Utah

Washington Wyoming
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16. Jugoistok Sjedinjenih DrZzava (NAIC Jugoistocna zona, bez Americkih Djevi¢anskih otoka)

Alabama Arkansas Florida Georgia
Kentucky Louisiana Mississippi Sjeverna Karolina
Portoriko Juzna Karolina Tennessee VirdzZinija

Zapadna VirdZinija

17. Srednji zapad Sjedinjenih Drzava (NAIC Srednjozapadna zona)

Illinois Indiana lowa Kansas
Michigan Minnesota Missouri Nebraska
Sjeverna Dakota Ohio Oklahoma Juzna Dakota
Wisconsin

8. Zapad Sjedinjenih Drzava (NAIC Zapadna zona, bez Americke Samoe i Guama)

Aljaska Arizona Kalifornija Colorado
Hawaii Idaho Montana Nevada
New Mexico Oregon Texas Utah
Washington Wyoming
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ANNEX N - Adjustment factor for non-proportional reinsurance for the
Non-SLT health and non-life premium and reserverisk sub-modules

1. The premium and reserve risk sub-modules allow undertakings to calculate an
adjustment factor for non-proportional reinsurance in order to take into account their
risk-mitigating effect.

2. The adjustment factor for non-proportional reinsurance should only be calculated in
relation to per risk excess of loss reinsurance which complies with the following

conditions:

e it covers all insurance claims that the insurance or reinsurance undertaking
may incur in the segment during the following year;

e it allows for reinstatements;

e it meets the requirements for risk mitigation techniques set out in subsection
SCR.13.

e \/ L+ oz /v
1+ (o /M)

where

M =ME I-F ., (a+b)+F . (a)]

m+o”,0 m+o°,0

+a- [Fm,a (a + b)— F,. (a)]— b- [1 -F,, (a + b)]
(g} ez VM-, (a0)+E, ()]
Qe =|+a- [Fmﬁ (a + b)— F (a)]

m,c

—2b Mg I F, . (a+ )62 [i-F, (a+b)]- (a2 )
o= \/h{l +[ Qf”rbw,s JZJ
Mg

and

1/2

2
O

_ gross __
m=InM};> ——
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PRILOG N - Korekcijski ¢imbenik za neproporcionalno reosiguranje za podmodule rizika
ne-SLT zdravstvenog osiguranja te premije nezivotnog osiguranja i pri¢uve

1. Podmoduli za rizike premija i priCuva omogucuju osiguravateljima izracun korekcijskog
¢imbenika za neproporcionalno reosiguranje kako bi uzeli u obzir njegov ucinak na smanjenje

rizika.

2. Korekcijski ¢imbenik za neproporcionalno reosiguranje treba se izracunavati samo u odnosu na
rizik viska gubitka u reosiguranju koji je u skladu s ovim uvjetima:

- pokriva sve odstetne zahtjeve koji bi se za osiguranje ili reosiguranje mogli dogoditi u segmentu
tijekom slijedece godine;

- omogucuje obnovu;

- zadovoljava zahtjeve tehnika za ublazavanje rizika navedene u pododjeljku
SCR.13.

net nety\2
NPy, = 10 e ),
1+ (Q, /Mg,

gdje

M =M&=I-F . (a+b)+F__. (a)]
a-|F, (a+b)-F, (a)|-b-l-F, (a+b)|
1/2
QL)+ (ME=))-L-F. . (a+b)+F,, . (a)]
QF =| +a?-[F, (a+b)-F,_(a)]

~2b-ME*h-F, . (a+b)+b?-i-F, @+b)]-(mpf

— gross
m=InM 2> ——
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lob

\ 1 gross
M gross _ M lob
S

lob

M gross
Q gross _ { Qlob

and

if §>1

-M 2" otherwise

if §>1

S-Qy”  otherwise

7’2'62
S =

(prem,gross,lob)

V3

( prem,gross ,lob)

N-(@e + iz

3. The terms used in these formulas are defined as follows:

\ 1 gross =
M lob

) 705s =
Q lob

m+o‘2 Nea

m+2o? Ko

N =

O (prem,gross,lob)

Average cost per claim gross of reinsurance per LOB,
estimated from the claims of the last n years, where n>1

Standard deviation of the cost per claim gross of
reinsurance per LOB, estimated with the standard estimator
from the claims of the last n years, where n>1

Retention of non-proportional reinsurance contract
Limit of the non-proportional reinsurance contract

Distribution function of a Lognormal random variable with
parameters (m, 0')

Distribution function of a Lognormal random variable with
parameters (m +o°, 0')

Distribution function of a Lognormal random variable with
parameters (m +20°, a)

Number of years used in the estimation of M’ and
( gross
Qlob

Number of claims during the last N years

Standard deviation for premium risk gross of reinsurance,
calculated by putting the adjustment factor NPj,;, to 1
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M= =M= ako S>1
S- M ¥ inace
QY =QF"* ako S>1

S- QP inace

_ \/n . Uz(prem,gross,lob) V 2(prem,gross,lob)
- gross \ 2 gross \ 2
N-((Qi )"+ (Mg )?)

3. Izrazi koji se koriste u tim formulama definiraju se kako slijedi:

M gross
lob = bruto prosjecna cijena po odStetnom zahtjevu bez reosiguranja po LOB-u,
koji je procijenjen iz zahtjeva zadnjih n godina, gdje je n>1
Q gross
lob = bruto standardna devijacija troSka po odStetnom zahtjevu bez reosiguranja
po LOB-u, koji je procijenjen standardnim procjeniteljem zadnjih n godina,
gdje je n>1
a = pridrZaj neproporcionalnog ugovora o reosiguranju
b = limit neproporcionalnog ugovora o reosiguranju
Fms = distribucijska funkcija lognormalne nasumiéne varijable s parametrima
(mo)
F mis2 0 = distribucijska funkcija lognormalne nasumiéne varijable s parametrima
(m+o?.0)
n = broj godina koje se koriste u procjeni bruto M gross i
lob
Q gross
lob
N = broj odstetnih zahtjeva tijekom zadnjih N godina

O(premgrossloby = Standardna devijacija za premijski rizik reosiguranja
izracunat stavljanjem korekcijskog ¢imbenika NPlob na 1
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Viprem,grossioy = Volume measure for premium risk gross of reinsurance,
calculated in the same way as the usual volume measure but
based on gross premiums instead of net premiums

4. Where the excess of loss reinsurance contract has no limit the adjustment factor for
non-proportional reinsurance of a line of business shall be calculated in the same way
as set out above, but with the following changes:

M =Mg>-F ., (a)+a-[I-F,,(a)]

m+o°,0

o = (loz= P+ (g F) . (@+at-i-F, (@]-mz)”

49/55



V(prem,gross,lob) = mjera volumena za premijski rizik zajedno s reosiguranjem,
izracunatim na isti nacin kao i uobicajena mjera volumena, ali na osnovi
bruto-premija umjesto neto-premija

4. Kad ugovor o reosiguranju viska gubitka nema limit, korekcijski ¢imbenik za neproporcionalno osiguranje grane
poslovanja bit ¢e izraunat na isti na¢in kako je gore navedeno, ali s izmjenama kako slijedi:

ME=M&=.F , (a)+a-L-F,,(a)]

Q= ((QEe F + (M&)?) - F

m+20'2,

(@+a’i-F,, (@)]-Mp
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ANNEX O - Completeness, accuracy and appropriateness of data for the
calculation of undertaking-specific parameters

1.

For the purpose of QISS5, data is considered to represent numerical values including those
that have been subject to qualitative adjustments based on expert judgement and/or prior
analysis and experience.

Undertakings should not rely solely on expert judgment, and without reference to specific
internal or external data.

. Data used for the purpose of estimating undertaking-specific parameters shall comply with

the following criteria:

e The data can be internal or external directly relevant for the operations of that
undertaking.

e The data used for calibration of undertaking-specific parameters should be
consistent with the underlying assumptions of the standardised methodology.

e The undertaking’s data set can be easily adapted and incorporated into the
proposed standardised methodology. This shall apply at all stages of the
calculation.

e The estimation error as a result of using the data shall not imply that the data is
inappropriate.

e The data is considered to be representative for the expected conditions in the
following year. When undertaking-specific parameters are calibrated on the basis
of historic data, especially on the basis of lengthy time series, all historic data
should be representative for the future conditions and environment of operations.

e Where adjustments to the data have been introduced, such adjustments should
have only been introduced to make the data more relevant and appropriate. The
adjustments must be documented.

¢ Any bias in the data shall be borne in mind and its impact shall be analyzed.

4. When external data is used solely or as a combination of both internal and external data,

data shall be directly relevant for the operations of that undertaking, i.e. this data shall
accurately reflect the risk profile of the undertaking and be as suitable as, or complement,
internal data.

Furthermore undertakings are allowed to use external pooled data. Pooled data can be
useful in cases such as the launch a new product or when undertakings do not have
sufficient internal data. For example, small undertakings may not have a sufficient internal
data to calculate own parameters and might therefore wish to use pooled data.

If undertakings use pooled data to calibrate undertaking-specific parameters, the following
additional criteria should be met:
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PRILOG O — Potpunost, to¢nost i prikladnost podataka za izra¢un parametara specifi¢nih za
drustvo za osiguranje

1. U svrhu QISS, smatra se da podaci predstavljaju broj¢ane vrijednosti, uklju¢ujuéi one koje
su podvrgnute kvalitativnim uskladenjima prema strucnoj ocjeni i/ili prethodnoj analizi ili
iskustvu.

2. Poduzeca se ne bi trebala oslanjati isklju¢ivo na ocjene stru¢njaka ne uzimajuci u obzir
1 specifi¢ne vanjske i interne podatke.

3. Podaci koji se koriste u svrhu ocjene parametara specifi¢nih za poduzece bit ¢e u skladu s ovim
kriterijima:
[ I ]Podaci mogu biti interni i vanjskie biti od izravnog znacenja za transakcije tog
poduzeca.
[T ]Podaci koji se koriste s kalibracijom parametara koji su specifildi za poduzele
trebali bi biti konzistentni s pretpostavkama standardizirane metodologije u podlozi.

[ 11 Set podataka poduzeldmolelse lagano prilagoditi 1 ukljulii u predloLehu

standardiziranu metodologiju. To ¢e se primjenjivati na sve stupnjeve izracuna.

[T T 1 (&8ka u ocjeni kao rezultat koriStenja podataka nece znaciti da su podaci
neprikladni.

[T T Smatra se da su podaci reprezentativni za o[ ekivane uvjete u sljede[dj godini.
Kad se parametri specifi¢ni za poduzece kalibriraju na osnovi povijesnih podataka,
posebno na osnovi dugotrajnih vremenskih nizova, svi povijesni podaci trebali bi
biti reprezentativni za buduce uvjete i okolinu poslovanja.

[T ]Tamo gdje se uvode prilagodbe podataka, takve se prilagodbe trebaju uvesti
samo kako bi se podaci ucinili relevantnijima i primjerenijima. Prilagodbe se
moraju dokumentirati.

[ T10 svakom otklonu u podacima treba voditi ra[una, a njihov utjecaj [el se
analizirati.

4. Kad se vanjski podaci koriste sami ili kao kombinacija internih i vanjskih podataka,
podaci ¢e biti izravno relevantni za poslovanje tog poduzeca, tj. podaci ¢e izravno
odrazavati profil rizika poduzeca i bit ¢e prikladni ili komplementarni kao interni
podaci.

5. K tome, poduze¢ima je dopusteno koristiti Se udruzenim vanjskim podacima. Udruzeni podaci
mogu biti korisni u slu¢ajevima kao $to je lansiranje novog proizvoda ili kada poduzeca nemaju
dovoljno internih podataka. Primjerice, mala poduze¢a mozda nemaju dovoljno internih podataka
za izracun vlastitih parametara i mogla bi stoga pozeljeti koristiti se udruzenim podacima.

6. Kada se poduzeca koriste udruzenim podacima za kalibraciju parametara specificnih za
poduzece, trebaju biti zadovoljeni ovi dodatni kriteriji:
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¢ Governance of pooling mechanism and of new database is set up as well as signed
and fulfilled by members of the pooling mechanism.

e The pooling mechanism is transparent and auditable.

e The rules on data management shall ensure that the data provided to the pool by
different members are sufficiently comparable: in particular this shall relate to data
collection, definition, assessment and cleaning/adjustment.

e The pool shall comprise similar undertakings with similar risk profile not only
among them but also to the undertaking, that is:

- The pooled data shall represent data from undertakings with a similar risk
profile and the nature of the business carried out is the same,

- The pool of data shall be based on gross data of the business considered in
order to allow each undertaking to derive values net of reinsurance by applying
their own reinsurance programme.

- In respect of the volatility levels estimated by the undertaking-specific
parameters, the undertaking shall verify whether the pooled data provide
homogeneous features compared to those of the undertaking. In particular,
where the size of the pooled data is significantly different from the size of risk
exposures of the undertaking, and this difference in size has impact on
volatility, an appropriate adjustment shall be carried out to guarantee that the
undertaking specific parameters reflect the volatility of the undertaking rather
than the volatility of the wider pooled data considered.

7. The general data quality requirements in relation to appropriateness, completeness and
accuracy which apply to all replaceable parameters can be complemented by requirements
that relate to particular replaceable parameters. These additional requirements, if needed,
are provided together with the standardised method to calculate the undertaking-specific
parameter. For example, particular requirements on the data for the average claim size and
the average claim number estimations could be:

e the data should reflect the current reinsurance programme of the undertaking (i.e.
either the data were observed under a comparable reinsurance cover or they were
prepared for that purpose by taking gross data and applying the current reinsurance
programme in order to estimate data net of reinsurance);

e the data should stem from a sufficiently long period such that if cycles exist, at
least a full cycle is covered in the data. For example, if the average claim number
for hail crop insurance needs to be estimated, it would not be appropriate to use
only data from the past year where no big hail events were observed,

e the data is sufficiently homogeneous to produce a reliable estimate (this could be
specified by limits on the coefficient of variation of the data set).

8. Examples where data may be considered to be unsatisfactory are (non-exhaustive):
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[] Upravljanje mehanizmom udru[i¥anjai novom bazom podataka je utvrdeno te
potpisano i ispunjeno od strane ¢lanova mehanizma udruzivanja.

[] Mehanizam udruliVan je transparentan i moze se kontrolirati.

[] Pravila upravljanja podacima osigurat [e da podaci predani u udru[d¥anje od
strane razli¢itih ¢lanova budu dovoljno usporedivi: to ¢e se posebno odnositi na
prikupljanje podataka, definiranje, ocjenu i ¢iS¢enje/prilagodbu.

[T UdruZeni podaci obuhvacat ¢e sli¢na poduzeca sa sli¢nim profilom rizika, ne samo
medusobno, nego i U 0dnosu na preuzimanje osiguranja, to jest:

- UdruZeni podaci ¢e obuhvacati sli¢na poduzeca sa sli¢nim profilom rizika
i prirodom poslovanja.

- Udruzeni podaci osnivat ¢e se na bruto-podacima razmatranog poslovanja
kako bi svakom poduzec¢u bilo moguce derivirati neto-vrijednosti
reosiguranja primjenom njihova vlastitog programa reosiguranja.

- U odnosu na razine kolebljivosti ocijenjene na osnovi parametra specifi¢nih
za poduzece, poduzece ¢e provjeriti daju li udruzeni podaci homogenu sliku
u usporedbi s onima koje ima poduzecée. Posebice, kad je velic¢ina udruzenih
podataka znacajno razlicita od veli¢ine izlozenosti riziku poduzeca, a ta
razlika u veli¢ini ima utjecaja na kolebljivost, treba provesti uskladivanje
kako bi se osiguralo da parametri specificni za poduzece odrazavaju
kolebljivost poduzeca, a ne kolebljivost razmatranih S$irih udruzenih
podataka.

7. Op¢i zahtjevi koji se odnose na kvalitetu podataka u odnosu na prikladnost, potpunost i
Tocnost, koji se primjenjuju na sve zamjenjive parametre, mogu se nadopuniti zahtjevima
koji se odnose na odredene zamjenjive parametre. Ti dodatni zahtjevi predaju se, ako je to
potrebno, zajedno sa standardiziranom metodom za izracun parametra specificnog za
poduzece. Primjerice, posebni zahtjevi u vezi s podacima za prosjecni broj odstetnih
zahtjeva i procjene prosje¢nog broja odstetnih zahtjeva mogu biti takvi da podaci:

[]trebaju odrazavati aktualni program reosiguranja poduzeca (to
jest jesu li podaci promatrani prema usporedivom pokricu reosiguranja
ili su bili pripremljeni u tu svrhu uzimanjem bruto-podataka i primjenom
aktualnog programa reosiguranja radi procjene podataka bez
reosiguranja);

[]trebaju proizlaziti iz dovoljno dugackog razdoblja, tako da ako
postoje ciklusi bude barem jedan potpuni ciklus pokriven podacima.
Naprimjer, ako treba procijeniti prosjecni broj odstetnih zahtjeva kod
osiguranja od tuce, ne bi bilo prikladno koristiti Se podacima iz prosle godine
tijekom koje nisu bili zabiljeZeni dogadaji jace tuce;

[Itrebaju biti dovoljno homogeni da se na njihovoj osnovi moze
donijeti pouzdana procjena (to se moze specificirati limitima koji se odnose

na koeficijent varijacije seta podataka).
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e Low frequency of claims due to the nature of claim process/small portfolio which
limit the extraction of the proper sample length,

e Data set from a time point before a significant change (for example legislation),
whose impact cannot be adequately analyzed,

e New business without suitable external data,

¢ No reliable data collection process.

9. Undertakings may have data limitations, with respect to availability of best estimate data
in the format required to estimate undertaking-specific parameters, for example:

e Many undertakings may have made "best estimates" in the past and then adjusted
them for reporting purposes.

e Some "best estimates" may not be in line with the Solvency II requirements: for
instance, intended to be the mean and fully adjusted for extreme events not
sufficiently represented in the data, and they may not have been discounted using
the appropriate risk free yield curve.

e The degree of rigour and consistency in the estimation may be lower than the
standard undertakings need to adopt under Solvency II.

e Where undertakings have not calculated best estimates in the past (this would be
the case where their estimates were deliberately prudent) it would not seem
appropriate to use these estimates.

10. Undertakings are able to do the estimation on an underwriting year basis, if they do not
have historic data on an accident year basis.

11. The application and relevance of the proportionality principle is limited due to the
optional character of the use of undertaking-specific parameters and because poor quality
data is unlikely to give rise to a more appropriate reflection in the parameter values of the
risk profile than the standard formula. Standard parameters should only be replaced where
the estimation based on the internal data or external data is more appropriate and relevant
to the undertaking’s risk profile than that used otherwise.
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8. Primjeri u kojima se podaci mogu smatrati nezadovoljavaju¢im jesu (nije sveobuhvatno):

[Iniska ucestalost odstetnih zahtjeva zbog prirode obrade odstetnih
zahtjeva/malog portfelja Sto ogranicava ekstrakciju uzorka dovoljne
duZzine,

[Iset podataka iz tocke razdoblja prije znacajne promjene (primjerice
zakonodavstvo), ¢iji se utjecaj ne moze odgovarajuce analizirati,

[_Inovo poslovanje bez prikladnih vanjskih podataka,
[Inepouzdan proces prikupljanja podataka.

9. Poduze¢a mogu imati ogranic¢enja u vezi S podacima, u odnosu na dostupnost najbolje
procijenjenih podataka u formatu trazenom za ocjenjivanje parametara specificnih za
poduzece, primjerice:

[ IMnoga poduzeca su mogla izvrsiti "najbolje procjene" u proslosti, a zatim ih
prilagoditi za potrebe izvjeStavanja.

[] Neke "najbolje procjene" mol[da nisu u skladu sa zahtjevima Solventnosti
I.: primjerice, trebali su biti potpuno prilagodeni prosjeci za ekstremne
dogadaje koji nisu dovoljno predstavljeni u podacima te mozda
nisu diskontirani koristenjem odgovarajuce nerizi¢ne krivulje prihoda.

[] Stupanj strogosti 1 konzistentnosti u ocjenjivanju molda je bio manji od
onoga koji standardna poduzeca trebaju usvojiti prema Solventnosti II..

[ 1 Ako poduzel[du proslosti ne bi izvr§la najbolje izracune procjena (to
bi bio slu¢aj kad su njihove procjene bile namjerno oprezne), ne bi bilo
prikladno koristiti se tim procjenama.

10. Poduze¢a mogu izvrSavati procjene na osnovi godine preuzimanja osiguranja, ako nemaju
povijesnih podataka na osnovi godi$njih nesreca.

11. Primjena i relevantnost nacela proporcionalnosti ograni¢ena je zbog opcionalnoga
karaktera koriStenja parametara specifi¢nih za poduzece i zbog loSe kvalitete podataka
za koje je malo vjerojatno da ¢e pridonijeti primjerenijem odrazu profila rizika u
parametru vrijednosti, u usporedbi sa standardnom formulom. Standardni parametri
trebaju se zamjenjivati samo onda kada se procjena zasniva na internim podacima ili
su vanjski podaci prikladniji i relevantniji za profil rizika poduzeca nego oni koji se
inace koriste.
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ANNEX P - Principlesfor recognising risk mitigation techniquesin the
SCR standard formula

Principle 1. Economic effect over legal form

Risk mitigation techniques should be recognised and treated consistently, regardless of
their legal form or accounting treatment, provided that their economic or legal features
meet the requirements for such recognition.

Where risk mitigation techniques are recognised in the SCR calculation, any material new
risks shall be identified, quantified and included within the SCR. Where the risk
mitigation technique actually increases risk, then the SCR should be increased.

The calculation of the SCR should recognise risk mitigation techniques in such a way that
there is no double counting of mitigation effects.

Principle 2: Legal certainty, effectiveness and enfor ceability

The transfer of risk from the undertaking to the third party shall be effective in all
circumstances in which the undertaking may wish to rely upon the transfer. Examples of
factors which the undertaking shall take into account in assessing whether the transaction
effectively transfers risk and the extent of that transfer include:

0 whether the relevant documentation reflects the economic substance of the
transaction;

0 whether the extent of the risk transfer is clearly defined and beyond dispute;

0 whether the transaction contains any terms or conditions the fulfilment of
which is outside the direct control of the undertaking. Such terms or conditions
may include those which:

» would allow the third party unilaterally to cancel the transaction,
except for the non-payment of monies due from the undertaking to
the third party under the contract;

» would increase the effective cost of the transaction to the undertaking
in response to an increased likelihood of the third party experiencing
losses under the transaction;

» would oblige the undertaking to alter the risk that had been
transferred with the purpose of reducing the likelihood of the third
party experiencing losses under the transaction;

» would allow for the termination of the transaction due to an increased
likelihood of the third party experiencing losses under the transaction;

» could prevent the third party from being obliged to pay out in a
timely manner any monies due under the transaction; or

» could allow the maturity of the transaction to be reduced.

An undertaking shall also take into account circumstances in which the benefit to the
undertaking of the transfer of risk could be undermined. For instance, where the
undertaking, with a view to reducing potential or actual losses to third parties, provides
support to the transaction, including support beyond its contractual obligations.
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PRILOG P - Nacela prepoznavanja tehnika ublazavanja rizika u standardnoj formuli
kapitalnog zahtjeva glede solventnosti (KZS/SCR)

Nacelo 1: Ekonomski u¢inak iznad pravnog oblika

[] Tehnike za ublalavanje rizika trebaju se konzistentno priznavati i tretirati, bez obzira na
njihov pravni oblik ili raunovodstveni tretman, pod uvjetom da su njihove ekonomske ili
pravne karakteristike u skladu sa zahtjevima za takvo priznavanje.

[ ] Kada se tehnike za ublazavanje rizika priznaju u izra¢unu SCR-a, sve nove materijalne
rizike treba identificirati, kvantificirati i ukljuciti u SCR. Kad tehnika ublazavanja
rizika zapravo poveca rizik, tada SCR treba povecati.

[T 1Pri izratunu SCR-a treba priznati tehnike za ublazavanje rizika na na¢in da nema dvostrukog
obraCunavanja ublazuju¢ih ucinaka.

Nacelo 2: Pravna sigurnost, uc¢inkovitost i provedivost

[T 1Prijenos rizika s poduzec¢a na trecu osobu bit ¢e u¢inkovit u svim okolnostima u kojima
poduzece moze Zeljeti osloniti se na prijenos. Primjeri ¢imbenika koje ¢e poduzece uzeti
u obzir u ocjeni prenosi li transakcija stvarno rizik i u kojoj mjeri ukljucuju:

- odrazava li relevantna dokumentacija ekonomski sadrzaj transakcije;
- je li mjera u kojoj je prenesen rizik jasno definirana i nesporna;
- sadrzi li transakcija bilo koje rokove ili uvjete ¢ije ostvarenje je izvan
kontrole poduzeca. Takvi rokovi i uvjeti mogu ukljucivati one:
- koji bi omogucili trecoj osobi jednostrani raskid transakcije,
0sim za neplacanje iznosa koje prema ugovoru poduzece duguje
trecoj osobi;
- koji bi povecali stvarni troSak transakcije za poduzece u sluc¢aju
povecane vjerojatnosti da ¢e tre¢a osoba imati gubitak po transakciji;
- koji bi obvezivali poduzece da izmijeni rizik koji je prenesen sa
svrhom umanjivanja vjerojatnosti da tre¢a osoba ima gubitak po
transakciji;
- koji bi omoguc¢ili raskid transakcije zbog povecane vjerojatnosti
da ¢e treca osoba imati gubitak po transakciji;
- koji bi mogli sprijeciti tre¢u osobu da bude obvezana pravovremeno
isplatiti duzan iznos u skladu s transakcijom.
- koji bi mogli omoguciti skra¢ivanje dospijeca transakcije.

] Poduzelel tako[dr treba uzeti u obzir okolmwsti kod kojih bi korist za poduzece od prijenosa
rizika mogla biti oslabljena. Primjerice, kad poduzec¢e u namjeri smanjenja potencijalnog
ili stvarnog rizika za tre¢u osobu daje potporu transakciji, uklju¢ujuéi potporu koja prelazi
njegove ugovorne obveze.
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In determining whether there is a transfer of risk, the entire contract shall be considered.
Further, where the contract is one of several related contracts the entire chain of contracts,
including contracts between third parties, shall be considered in determining whether there
is a transfer of risk. In the case of reinsurance, the entire legal relationship between the
cedant and reinsurer shall be taken into account in this determination.

The undertaking shall take all appropriate steps, for example a sufficient legal review, to
ensure and confirm the effectiveness and ongoing enforceability of the risk mitigation
arrangement and to address related risks. ‘Ongoing enforceability’ refers to any legal or
practical constraint that may impede the undertaking from receiving the expected
protection. In the case of financial risk mitigation, the allowance in the SCR of the
‘counterparty default risk” derived from the ‘financial risk mitigation technique’ does not
preclude the necessity of satisfying the ‘ongoing enforceability’.

In the case of financial risk mitigation, instruments used to provide the risk mitigation
together with the action and steps taken and procedures and policies implemented by the
undertaking shall be such as to result in risk mitigation arrangements which are legally
effective and enforceable in all jurisdictions relevant to the arrangement and, where
appropriate, relevant to the hedged asset or liability.

Procedures and processes not materialized in already existing financial contracts
providing protection at the date of reference of the solvency assessment, shall not be
allowed to reduce the calculation of the SCR with the standard formula.

Principle 3: Liquidity and certainty of value

To be eligible for recognition, the risk mitigation techniques shall be valued in line with
the principles laid down for valuation of assets and liabilities, other than technical
provisions. This value shall be sufficiently reliable and appropriate to provide certainty as
to the risk mitigation achieved.

Regarding the liquidity of the financial risk mitigation techniques, the following applies:

0 the undertaking should have written internal policy regarding the liquidity
requirements that financial risk mitigation techniques should meet, according to the
objectives of the undertaking’s risk management policy;

0 financial risk mitigation techniques considered to reduce the SCR have to meet the
liquidity requirements established by the undertaking; and

0 the liquidity requirements shall guarantee an appropriate coordination of the liquidity
features of the hedged assets or liabilities, the liquidity of the financial risk mitigation
technique, and the overall policy of the undertaking regarding liquidity risk
management.

Principle 4: Credit quality of the provider of risk mitigation

Providers of risk mitigation instruments should have an adequate credit quality to
guarantee with appropriate certainty that the undertaking will receive the protection in the
cases specified by the contracting parties.
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[] U utvrilanjupostoji li prijenos rizika, razmatrat ¢e se cijeli ugovor. K tome, kad je

rije¢ 0 samo jednom ugovoru od vise povezanih ugovora, treba razmatrati cijeli lanac ugovora,
ukljucujuéi ugovore izmedu tre¢ih osoba, kod utvrdivanja postoji li prijenos

rizika. U slucaju reosiguranja, sveukupni pravni odnosi izmedu ustupatelja i

reosiguravatelja bit ¢e uzeti u obzir kod tog utvrdivanja.

[ Poduzele [ poduzeti sve prikladne korake,primjerice pravni pregled koji bi
osigurao i potvrdio u¢inkovitost i trajnu provedivost aranzmana za ublazavanje rizika i
rjeSavanje povezanih rizika. "Trajna provedivost" odnosi se na sve pravne ili prakti¢ne
prisile koje bi mogle sprijeciti poduzece od primitka o¢ekivane zastite. U slucaju
ublazavanja financijskih rizika, popust u SCR-u za "partnerov rizik prekoracenja" proizisao
iz "tehnike ublazavanja rizika" ne iskljucuje potrebu zadovoljavanja "trajne provedivosti".

[T U slu[@ju ubla[avanja financijskogrizika, instrumenti koji se koriste za pruzanje
ublazavanje rizika zajedno s radnjama, postupcima, procedurama i politikama koje
poduzecée primijeni bit ¢e takvi da rezultiraju aranzmanima za ublazavanje rizika koji su
pravno ucinkoviti i provedivi na podrucju svih sudskih nadleznosti relevantnih za
aranzman i, gdje je to prikladno, relevantnih za osiguranje imovine ili dugovanja.

[T ] Procedure i procesi koji nisu materijalizirani u ve[_postoje[i financijskim ugovorima koji
osiguravaju zastitu na referentni datum ocjene solventnosti, nece biti dopusteni u svrhu
smanjivanja izratuna SCR-a standardnom formulom.

Nacelo 3: Likvidnost i sigurnost vrijednosti

[ I ]Da bi bile prihvatljive za priznanje, tehnike za ubla[avanje rizika bit [l vrethovane u
skladu s nacelima utvrdenim za ocjenu imovine i dugovanje, koje nisu tehnicke odredbe. Ta
vrijednost bit ¢e dovoljno pouzdana i prikladna da osigura sigurnost postizanja ublazenja
rizika.

[T Sto se tild likvidnosti kod tehnika zaublaZavanje financijskih rizika, primjenjuju se
ovi parametri:
- poduzede treba internu politiku u pisanom obliku koja se odnosi na zahtjeve
likvidnosti tehnike za ublazavanje financijskih rizika moraju zadovoljavati, u
skladu s ciljevima politike poduzeéa koja se odnosi na upravljanje rizicima;

- tehnike za ublazavanje rizika za koje se smatra da smanjuju SCR moraju
zadovoljavati zahtjeve likvidnosti koje je poduzeée utvrdilo;

- zahtjevi likvidnosti jamcit ¢e odgovarajucu koordinaciju karakteristika likvidnosti
osigurane imovine ili dugovanje, likvidnost tehnike ublazavanja financijskog rizika
i cjelokupnu politiku poduzeca koja se tice upravljanja rizikom likvidnosti.

Nacelo 4: Kreditna sposobnost pruzatelja ublazavanja rizika
[T ] Prulateli instrumenata ublalehnja rizika trebali bi imati odgovarajuld kreditnu sposobnost koja

jamci s odgovaraju¢om sigurnos¢u da ¢e poduzece primiti zastitu u slu¢ajevima koje ugovorne
stranke specificiraju.
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Credit quality should be assessed using objective techniques according to generally
accepted practices.

The assessment of the credit quality of the provider of protection shall be based on a joint
and overall assessment of all the features or contracts directly and explicitly linked to the
financial risk mitigation technique. This assessment shall be carried out in a prudent
manner, in order to avoid any overstatement of the credit quality.

The correlation between the values of the instruments relied upon for risk mitigation and
the credit quality of their provider shall not be unduly adverse, i.e. it should not be
materially positive (known in the banking sector as ‘wrong way risk’). As an example,
exposures in a company belonging to a group should not be mitigated with CDS provided
by entities of the same group, since it is very likely that a failure of the group will lead to
falls in the value of the exposure and simultaneous downgrade or failure of the provider of
protection. This requirement does not refer to the systemic correlation existing between all
financial markets as a whole in times of crisis.

Principle 5: Direct, explicit, irrevocable and unconditional features

Financial risk mitigating techniques can only reduce the capital requirements if:

0 they provide the undertaking with a direct claim on the protection provider;

0 they contain an explicit reference to specific exposures or a pool of exposures, so that
the extent of the cover is clearly defined and incontrovertible;

0 they are not subject to any clause, the fulfilment of which is outside the direct control
of the undertaking, that would allow the protection provider to unilaterally cancel the
cover or that would increase the effective cost of protection as a result of certain
developments in the hedged exposure; and

0 they are not subject to any clause outside the direct control of the undertaking that
could prevent the protection provider from its obligation to pay out in a timely manner
in the event that a loss occurs on the underlying exposure.
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[ I ] Keditna sposobnost trebala bi se ocjenjivati koristenjem objektivnih tehnika u skladu s opce
prihva¢enom praksom.

[ T 10Ockna kreditne sposobnosti prulakelja zastite osnivat [l se na zajedni[Kom 1 sveukupnom
ocjenjivanju svih karakteristika ili ugovora izravno i eksplicitno vezanih uz tehniku
ublazavanja financijskog rizika. To ocjenjivanje provest ¢e se na razborit nacin, kako bi se
izbjeglo svako prenaglaSavanje kreditne sposobnosti.

[T 1Korelacija izme[d vrijednosti instrumenata na koj se odnja za ublaZzavanje rizika i

kreditne sposobnosti njihova pruzatelja nece biti neopravdano nepovoljna, to jest

ne smije biti materijalno pozitivna (5to se u bankovnom sektoru naziva "krivo usmijereni rizik").
Primjerice, izlozenost imovine drustva u grupi ne smije se ublazavati CDS-ima /zamjena za
kreditni rizik/ koje daju subjekti iz iste grupe, jer je vrlo vjerojatno da ¢e neuspjeh grupe dovesti
do pada vrijednosti izlozenosti te istovremeno do degradiranja ili zakazivanja u pruzanju zastite.
Ovaj se zahtjev ne odnosi na sistemsku korelaciju koja postoji izmedu financijskih trzista u cjelini
u vremenu krize.

Nacelo 5: Izravne, eksplicitne, neopozive i bezuvjetne karakteristike

[] Tehnike za ublalalvanje financijskih rizika mogu samo smanjiti zaht¢ve za kapitalom ako:

- poduzecu osiguravaju izravni odstetni zahtjev na pruzatelja zastite;

- sadrze eksplicitne upute na specificne izloZenosti ili udruzene izloZenosti, tako da je raspon
pokri¢a jasno definiran i ne da se izvrtati;

- nisu podlozne nikakvoj klauzuli, ¢ije ispunjavanje je izvan izravne kontrole poduzeéa, koja bi
omogucivala pruzatelju zastite jednostrani raskid pokrica ili koja bi povecala stvarni troSak zastite
kao rezultat odredenog razvoja dogadaja u zasticenoj izloZenosti;

- ne podlijezu nikakvoj klauzuli izvan izravne kontrole poduzeéa koja bi mogla sprijeciti pruzatelja
zaStite u ispunjavanju njegove obveze izvrSavanja isplate na pravovremeni nacin u slu¢aju da se
dogodi gubitak na izlozenosti.
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ANNEX Q - Comparison between the QIS5 criteriafor classification of
own-fund items and the QI S5 classification criteriato be used for
transitional provisions

Tier 1 Basic Own-Funds—Criteria
for QIS5 classification

Grandfathering Criteriafor
QIS5

Comments

(a) | The item should be the most The item should rank after the It is acknowledged that the
deeply subordinated or in the claims of all policyholders and relative ranking between
case of other paid in capital beneficiaries and non- different paid in capital
instruments (OF.4(1)(g)) senior | subordinated creditors. instruments currently may
only to the most deeply make it unlikely that the
subordinated Tier 1 item in a paid in capital instrument
winding up. is senior only to the most

deeply subordinated Tier 1
item in a winding up.

(b) | The item should not cause or The item should not cause or Same criteria, except that
accelerate the insolvency of the | accelerate the insolvency of the | coupons/ dividends may be
insurance or reinsurance insurance or reinsurance either cancelled or deferred
undertaking. The holder of the | undertaking. The holder of the for grandfathered
instrument must not be in a instrument must not be in a instruments.
position to petition for the position to petition for the
insolvency of the issuer. The insolvency of the issuer. The
instrument should not be taken | instrument should not be taken
into account for the purposes of | into account for the purposes of
determining whether the determining whether the
institution is insolvent (either institution is insolvent (either
because it is treated as because it is treated as
shareholders’ equity or it is not | shareholders’ equity or it is not
treated as a liability in treated as a liability in
determining balance sheet determining balance sheet
insolvency — i.e. whether insolvency — i.e. whether
liabilities exceed assets). The liabilities exceed assets). The
undertaking must be able to undertaking must be able to
cancel coupon dividend cancel or defer coupon/ dividend
payments without the risk of payments without the risk of
investors invoking default and | investors invoking default and
triggering legal insolvency. triggering legal insolvency.

(c) | The item is fully paid in and is | The item is fully paid in and is Same criteria

immediately available to absorb
losses.

immediately available to absorb
losses.
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PRILOG Q - Usporedba izmedu kriterija QISS za klasifikaciju stavki vlastitih sredstava i
kriterija QIS5 za klasifikaciju koja se koristi za prijelazne odredbe

Vlastita osnovna sredstva za

osiguranje potraZivanja s liste 1 —

Kriteriji za klasifikaciju QIS5

Prethodni kriteriji za QIS5

Komentari

a) | Stavka mora biti najdublje Stavka mora biti rangirana Priznaje se da relativno
podredena ili u slu¢aju drugih | nakon odstetnih zahtjeva rangiranje izmedu
uplacenih kapitalnih svih imatelja polica i razli¢itih uplac¢enih
instrumenata [OF.4 (1) (9)] korisnika i nepodredenih kapitalnih instrumenata
visa samo od najpodredenije vjerovnika. aktualno ne ¢ini
stavke za osiguranje vjerojatnim da je
potrazivanja s liste 1 kod uplaceni kapitalni
likvidacije. instrument visi samo od

najvise podredene stavke
za osiguranje
potrazivanja s liste 1 kod
likvidacije.

b) | Stavka ne smije izazvati ili Stavka ne smije izazvati ili Isti kriteriji, osim Sto
ubrzati insolventnost ubrzati insolventnost kuponi/dividenda mogu
osiguravajuceg ili osiguravajuceg ili biti ili ponisteni ili
reosiguravajuéeg poduzeca. reosiguravajuéeg poduzeca. | odgodeni za prethodne
Imatelj instrumenta ne smije Imatelj instrumenta ne smije | instrumente.
biti u poziciji da zahtijeva biti u polozaju da zahtijeva
nesolventnost izdavatelja. insolventnost izdavatelja.

Instrument ne treba uzimati u Instrument ne treba uzimati u
obzir u svrhu utvrdivanja je li | obzir u svrhu utvrdivanja je
ustanova nesolventna (bilo li ustanova nesolventna (bilo
zbog toga Sto je tretiran kao zbog toga Sto je tretiran kao
dionicki kapital ili nije tretiran | dionicki kapital ili nije
kao dugovanje u utvrdivanju tretiran kao dugovanje u
nesolventnosti u bilanci — to utvrdivanju nesolventnost u
jest premasuju li dugovanja bilanci — to jest premasuju li
aktivu). Poduzeée mora bitiu | dugovanja aktivu). Poduzeée
stanju ponistiti placanja mora biti u stanju ponistiti ili
kuponske dividende bez rizika | odgoditi placanje
da ¢e se investitori pozivatina | kupona/dividende bez rizika
kasnjenje i pokrenuti zakonsku | da ¢e se investitori pozivati
nesolventnost. na kasnjenje i pokrenuti
zakonsku nesolventnost.

c) | Stavka je potpuno uplacena i Stavka je potpuno uplacena i | Isti Kriteriji.
odmah je dostupna za odmah je dostupna za
apsorbiranje gubitaka. apsorbiranje gubitaka.
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(d) | The item absorbs losses at least | The item has flexibility on Criteria based around the
once when the insurance or coupon/ dividend payments and | SCR and principal loss
reinsurance undertaking is undated, but there is not absorbency mechanisms
breaches its Solvency Capital necessarily a principal loss may not exist currently.
Requirement and it should not | absorbency mechanism such as
hinder its re-capitalisation. conversion or write-down.

(e) | The item is undated or has an The item is undated. Grandfathered instruments
original maturity of at least 10 in Tier 1 should be
years. The maturity date is undated.
deemed to be the first
opportunity to repay or redeem
the basic own-funds item unless
there is a contractual obligation
to replace the item with an item
of the same or higher quality
capital.

(f) | The item is only repayable or The item is only repayable or Same criteria
redeemable at the option of the | redeemable at the option of the
insurance or reinsurance insurance or reinsurance
undertaking, subject to undertaking, subject to approval
approval from the supervisory | from the supervisory authority.
authority ...

....and must not include any Any incentives to redeem are Many existing instruments
incentives to redeem or repay moderate. Incentives to redeem | have incentives to redeem
that item. Incentives to redeem | can include but are not limited to | so the grandfathering
can include but are not limited | step-ups associated with a call criterion permits moderate
to step-ups associated with a option. Step-ups must not apply | incentives to redeem.
call option. before 10 years from issue date

and must not exceed the higher

of 100bps or 50% of the initial

credit spread in order to be

considered moderate.

(g) | The item must provide for the | The item is undated and the item | Criteria based around the

suspension of the repayment or
redemption if the insurance or
reinsurance undertaking
breaches its Solvency Capital
Requirement or would breach it
if the instrument is repaid or
redeemed. The supervisory
authority may waive the
suspension of repayment or
redemption of the item
provided that it is exchanged
for or converted into another
item of equivalent or higher

is only repayable or redeemable

at the option of the insurance or

reinsurance undertaking, subject
to approval from the supervisory
authority.

SCR are unlikely to exist
under Solvency I.
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d)

Stavka apsorbira gubitke
barem jedanput kad poduzece
za osiguranje ili reosiguranje
premasi kapitalni zahtjev glede
solventnosti i ne smije
sprecavati njegovu
rekapitalizaciju.

Stavka je fleksibilna Sto se
tice placanja
kupona/dividende i nije
datirana, ali nema nuzno
mehanizma za apsorbiranje
gubitka glavnice, kao Sto je
konverzija ili otpis.

Kriteriji koji se zasnivaju
na KZS-u (SCR-u) i
mehanizmi za
apsorbiranje gubitka
glavnice aktualno mogu
ne postojati.

(e)

Stavka nije datirana ili ima
izvorno dospijece od barem 10
godina. Smatra se da je datum

Stavka mora biti nedatirana.

Prethodni instrumenti za
osiguranje potrazivanja s
liste 1 moraju biti

dospijeca prva prilika za nedatirani.
otplatu ili otkup stavke
osnovnih vlastitih sredstava,
osim ako postoji ugovorna
obveza za zamjenu stavke
stavkom s istim kapitalom ili
kapitalom viSe kvalitete.
(f) | Stavka se jedino moze otplatiti | Stavka se jedino moze Isti kriteriji.
ili otkupiti na opciju poduzeca | otplatiti ili otkupiti na opciju
za osiguranje ili reosiguranje, | poduzeca za osiguranje ili
podlozno odobrenju nadzornog | reosiguranje, podlozno
tijela... odobrenju nadzornog tijela.
... 1 ne smije ukljucivati Svi poticaji za otkup su Mnogi postojeci
nikakve poticaje za otkup ili umjereni. Poticaji za otkup instrumenti imaju
otplatu te stavke. Poticaji za mogu ukljucivati, ali nisu poticaje za otkup, tako da
otkup mogu ukljucivati, ali ograni¢eni samo na prethodni kriterij
nisu ograni¢eni samo na povecanja udruzena s omogucuje umjerene
povecanja udruzena s opcijom | opcijom kupnje. Poveéanja poticaje za otkup.
kupnje. se ne smiju primjenjivati
prije isteka 10 godina od
datuma izdavanja i ne smiju
prelaziti viSe od
100 bps-a ili 50% pocetne
kreditne marze, kako bi se
mogla smatrati umjerenim.
(9) | Stavka mora osigurati Stavka je ne datirana i stavka | Nije vjerojatno da

obustavu otplate ili otkupa ako
bi poduzece za osiguranje ili
reosiguranje prekrsilo svoj
kapitalni zahtjev glede
solventnosti ili bi ga prekrsilo
ako se instrument otplati ili
otkupi. Nadzorno tijelo moze
ukinuti obustavu otplate ili
otkupa stavke, pod uvjetom da
je zamijenjena za ili
konvertirana u drugu stavku
ekvivalentne ili

viSe kvalitete koja je u skladu

se moze otplatiti ili otkupiti
samo prema opciji poduzeca
za osiguranje ili reosiguranje,
podlozno odobrenju
nadzornog tijela.

kriteriji koji se zasnivaju
na KZS-u (SCR-u)
postoje prema
Solventnosti I..
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quality and the Minimum
Capital Requirement is
complied with.

(h) | The insurance or reinsurance The undertaking must be able to | The Solvency II criterion is
undertaking has full discretion | cancel or defer coupon/dividend | likely to be too narrow for
over payment of or other similar payments in a instruments where the legal
coupon/dividend or other period of stress. Instruments may | documentation could not
similar payments. For items in | have a range of provisions have been drafted with this
OF.4(1)(a) and (b) (ordinary relating to the waiver of criterion in mind.
share capital and equivalent coupon/dividend or other similar
items for mutuals) the level of | payments. These may range
distribution is not in any way from full discretion at all times
tied or linked to the amount to mandatory cancellation under
paid in at issuance and is not certain conditions.
subject to a cap and there is no
preference as to distribution of
income or capital.

(1) In addition, although the item Criteria based around the

In respect of other paid in
capital instruments OF.4(1)(g),
the item must provide for the
cancellation of
coupon/dividend  or  other
similar  payments if the
insurance or  reinsurance
undertaking  breaches its
Solvency Capital Requirement
or if paying the
coupon/dividend would breach
its Solvency Capital
Requirement. The supervisory
authority may waive the
cancellation of the payment of
interest or dividend provided
that the payment does not
further weaken the solvency
position of the undertaking and
the Minimum Capital
Requirement is complied with.

may not exhibit the
characteristics which are
specifically linked to compliance
with the SCR under Solvency II,
it should possess some features
which enable it to absorb losses
on a going concern basis. These
might include some form of
conversion or write-down
mechanism and features
requiring cancellation of
coupon/dividend or other similar
payments even if they are not
expressed in terms of the
relevant Solvency II criteria in
respect of these matters.

SCR are unlikely to exist
under Solvency I.
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s minimalnim kapitalnim
zahtjevom glede solventnosti.

(h)

Poduzece za osiguranje ili
reosiguranje ima popuno pravo
odlucivanja o isplati
kupona/dividende ili drugih
slicnih plac¢anja. Za stavke u
OF.4 (1) (a) i (b) [redoviti
dionicki kapital i ekvivalentne
stavke za Stedne zadruge]
razina distribucije nije ni na
koji nacin uvjetovana ili
vezana uz iznos uplac¢en
prilikom izdavanja te ne
podlijeze plafonu i nema
preferencija u odnosu na
distribuciju prihoda ili kapitala.

Poduzece mora biti u stanju
kupona/dividende ili sli¢nih
placanja u stresnim
razdobljima. Instrumenti
mogu imati niz odredbi koje
se odnose na obustavu
pla¢anja kupona/dividende ili
drugih sli¢nih placanja. One
se mogu kretati od potpunog
prava odlucivanja u svakom
trenutku do obveznog
ponistenja u slucaju
nesigurnih uvjeta.

Vjerojatno je da je
kriterij Solventnosti 11,
preuzak za instrumente
gdje pravna
dokumentacija nije
mogla biti sastavljena
imajuci u vidu taj kriterij.

(i)

U odnosu na druge uplacene
kapitalne instrumente OF.4 (1)
(9), stavka mora osigurati
ponistenje kupona/dividende ili
drugih sli¢nih plac¢anja ako
poduzece za osiguranje ili
reosiguranje prekrsi svoj
kapitalni zahtjev glede
solventnosti ili ako bi isplata
kupona/dividende prekrsila
njegov kapitalni zahtjev glede
solventnosti. Nadzorno tijelo
moze obustaviti ponistenje
pla¢anja kamate ili dividende
pod uvjetom da placanje
dodatno ne oslabljuje poziciju
solventnosti poduzec¢a i da je to
u skladu s kapitalnim
zahtjevom glede solventnosti.

K tome, iako stavka ne mora
pokazivati karakteristike koje
su specificno povezane s
postivanjem SCR-a prema
Solventnosti Il., mora imati
odredene karakteristike koje
joj omogucuju apsorbiranje
gubitaka na kontinuiranoj
osnovi. To moze ukljucivati
neki oblik mehanizma
konverzije ili otpisa i
karakteristike koje
zahtijevaju ponistenje
kupona/dividende ili drugih
slicnih placanja, cak i ako
oni nisu izrijekom navedeni
u uvjetima relevantnim za
kriterije Solventnosti Il. u
vezi s tim pitanjima.

Nije vjerojatno da
kriteriji koji se zasnivaju
na KZS-u (SCR-u)
postoje prema
Solventnosti I..

RADNA GRUPA ZA ADEKVATNOST SOLVENTNOST KAPITALA — SOLVENCY Il - HANFA - HUO - HAD
Prijevod i lektura: EDITOR PLUS d.o.0. za HRVATSKI URED ZA OSIGURANIJE



W)

Where an insurance or re-
insurance undertaking exercises
its discretion or is required
(because of actual or potential
breach of the SCR) to cancel a
coupon/dividend payment,
there must be no requirement or
entitlement to settle that
payment at a future date.
Alternative coupon satisfaction
mechanisms (ACSM) may be
permitted under the terms of
the instrument only in the case
of "other paid in capital
instruments" (OF.4(1)(g))
where they provide for
coupons/dividends to be settled
through the issue of ordinary
shares. The use of ACSM is
only acceptable if it achieves
the same economic result as the
cancellation of the coupon (i.e.
there is no decrease in own
funds because the reduction of
reserves by the amount of the
coupon/dividend is matched by
an increase in share capital). To
meet this condition, any
coupons not paid in cash should
be satisfied without delay using
unissued ordinary shares which
have already been approved or
authorised under national law
or the appropriate statutes of
the undertaking.

The undertaking must be able to
cancel or defer coupon/dividend
or other similar payments in a
period of stress. Instruments may
have a range of provisions
relating to the waiver of
coupon/dividend or other similar
payments. These may range
from full discretion at all times
to mandatory cancellation under
certain conditions.

Criteria based around the
SCR are unlikely to exist
under Solvency I.
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)

Kada neko poduzece za
osiguranje ili reosiguranje
iskoristi svoje pravo
odlucivanja ili je obvezno
(zbog stvarnog potencijalnog
krsenja SCR-a) ponistiti
placanje kupona/dividende, ne
smije postojati zahtjev ili pravo
na podmirenje tog placanja na
neki buduci datum.
Alternativni mehanizmi za
plac¢anje kupona (ACSM)
mogu biti dopusteni prema
uvjetima instrumenta samo u
slu¢aju "drugih instrumenata
uplacenoga kapitala" [OF.4 (1)
(9)1, gdje je predvideno
podmirenje kupona/dividenda
izdavanjem redovitih dionica.
Koristenje ACSM-a
prihvatljivo je samo ako se
njime postize isti ekonomski
rezultat kao naplata kupona (to
jest nema smanjenja vlastitih
sredstava jer je smanjenje
rezervi za iznos
kupona/dividende
nadoknadeno povecanjem
dionickoga kapitala). Kako bi
se ispunio taj uvjet, svaki
kupon Koji nije isplacen u
gotovini mora se bez odlaganja
podmiriti koriStenjem
neizdanih redovitih dionica
koje su ve¢ odobrene ili
dopustene prema nacionalnom
zakonu ili odgovaraju¢em
statutu poduzeca.

Poduzece mora biti u stanju
kupona/dividende ili druga
slicna placanja u stresnom
razdoblju. Instrumenti mogu
imati niz odredbi koje se
odnose odustajanje od
plac¢anja kupona/dividende ili
slicnih pla¢anja. To se moZze
kretati od potpunog prava
odluc¢ivanja u svakom
trenutku do obveznog
ponistenja u nesigurnim
okolnostima.

Nije vjerojatno da
kriteriji zasnovani na
KZS-u (SCR-u) postoje
prema Solventnosti I..
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(k)

The item must be free of any
encumbrances and must not be
connected with any other
transaction, which when
considered with the item could
undermine the characteristics
and features of that item.
Examples of potential
encumbrances include, but are
not limited to: rights of set off,
restrictions, charges or
guarantees. Where an investor
subscribes for capital in an
undertaking and at the same
time that undertaking has
provided financing to the
investor, only the net financing
provided by the investor is
considered as eligible own
funds. In addition, adopting an
economic approach and
applying the principle of
substance over form, where
there is evidence of a group of
connected transactions whose
economic effect is the same as
the holding of 'own shares', the
assets that those transactions
generate for the undertaking
should be deducted from its
own funds, to the extent
necessary to guarantee that own
funds reliably represent the net
financial position of its
shareholders, further to other
allowed items.

The item must be free of any
encumbrances and must not be
connected with any other
transaction, which when
considered with the item could
undermine the characteristics
and features of that item.
Examples of potential
encumbrances include, but are
not limited to: rights of set off,
restrictions, charges or
guarantees. Where an investor
subscribes for capital in an

undertaking and at the same time

that undertaking has provided
financing to the investor, only

the net financing provided by the

investor is considered as eligible
own funds. In addition, adopting
an economic approach and
applying the principle of

substance over form, where there

is evidence of a group of
connected transactions whose
economic effect is the same as
the holding of ‘own shares’, the
assets that those transactions
generate for the undertaking
shall be deducted from its own
funds, to the extent necessary to
guarantee that own funds
reliably represent the net
financial position of its
shareholders, further to other
allowed items.

Same criteria

Items in other paid in capital
instruments (OF.4(1)(g)) must
possess one of the following
principal  loss  absorbency
mechanisms for which the
trigger event is a significant
breach of the Solvency Capital
Requirement:

(a)the item  automatically
converts into either ordinary
share capital or the initial fund
at the trigger event; or

The item has flexibility on
coupon/ dividend payments and
1s undated, but there is not
necessarily a principal loss
absorbency mechanism such as
conversion or write-down.

Criteria based around the
SCR and principal loss
absorbency mechanisms
may not exist currently.
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(k) | Stavka mora biti slobodna od
bilo kakvog tereta i ne smije
biti povezana s bilo kojom
drugom transakcijom koja bi,
kad bi se uzela u obzir zajedno
sa stavkom, mogla umanjiti
karakteristike te stavke.
Primjeri potencijalnih tereta
ukljucuju, ali nisu ogranic¢eni
samo na: prava na
kompenzaciju, terecenja ili
jamstva. Kad neki investitor
upise kapital u nekom
poduzecu i istovremeno to
poduzece osigura financiranje
investitora, samo se neto-
financiranje koje osigura
investitor moze smatrati
vlastitim sredstvima. K tome,
usvajanjem ekonomskog
pristupa i primjenom nacela
sadrzaja nad oblikom, kad
postoji dokaz o skupini
povezanih transakcija €iji
ekonomski uc¢inak je isti kao
posjedovanje "vlastitih
dionica", aktiva koju te
transakcije generiraju za
poduzece treba se oduzeti od
njegovih vlastitih sredstava, u
mjeri u kojoj je to potrebno
kako bi se jamcilo da njegova
vlastita sredstava pouzdano
predstavljaju neto financijsku
poziciju njegovih dionicara,
nakon drugih dopustenih
stavki.

Stavka mora biti slobodna
od bilo kakvog tereta i ne
smije biti povezana s bilo
kojom drugom
transakcijom koja bi, kad
bi se uzela u obzir zajedno
sa stavkom, mogla umanjiti
karakteristike te stavke.
Primjeri potencijalnih
tereta ukljucuju, ali nisu
ograni¢eni samo na: prava
na kompenzaciju, tere¢enja
ili jamstva. Kad neki
investitor upise kapital u
nekom poduzecu i
istovremeno to poduzece
osigura financiranje
investitora, samo se neto-
financiranje koje osigura
investitor moze smatrati
vlastitim sredstvima. K
tome, usvajanjem
ekonomskog pristupa i
primjenom nacela sadrzaja
nad oblikom, kad postoji
dokaz o skupini povezanih
transakcija ¢iji ekonomski
ucinak je isti kao
posjedovanje "vlastitih
dionica", aktiva koju te
transakcije generiraju za
poduzede treba se oduzeti
od njegovih vlastitih
sredstava, u mjeri u kojoj
je to potrebno kako bi se
jamcilo da njegova vlastita
sredstava pouzdano
predstavljaju neto
financijsku poziciju
njegovih dioni¢ara, nakon
drugih dopustenih stavki.

Isti kriteriji.

Stavka ima fleksibilnost u

Stavke u drugim
instrumentima uplac¢enoga
kapitala [OF.4 (1) (g)] moraju
imati jedan od ovih
mehanizama za apsorbiranje
gubitka glavnice za koje
aktiviraju¢i dogadaj
predstavlja znacajno krSenje
Kapitala propisanog za

vezi s placanjem
kupona/dividende i nije
datirana, ali nema nuzno
mehanizme za apsorbiranje
gubitka glavnice, kao Sto je
konverzija ili otpis.

Kriteriji koji se zasnivaju na
KZS-u (SCR-u) i mehanizmi
apsorbiranja gubitka glavnice
mogu aktualno ne postojati.
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(b) at the trigger event, the
principal amount of the item is
written down pari passu with
retained earnings, by the
amount of the breach of the
Solvency Capital Requirement.
The item can only be written
back up again from future
profits also on a pari passu
basis once the undertaking
complies with the Solvency
Capital Requirement.

A significant breach of the
Solvency Capital Requirement
is defined as the earlier of the
following events (a) own funds
are equal to or less than 75% of

the Solvency Capital
Requirement or (b) a breach of
the Solvency Capital

Requirement is not resolved
within a two month period.

Tier 2 Basic Own-Funds—Criteria
for QIS5 classification

Grandfathering Criteria for
QIS5

Comments

(a) | The item should rank after the | The item should rank after the Same criteria
claims of all policyholders and | claims of all policyholders and
beneficiaries and non- beneficiaries and non-
subordinated creditors. subordinated creditors.

(b) | In the case of a capital The item is fully paid in and is The grandfathering
instrument that is called up but | immediately available to absorb | criterion is related to
not paid up, the instrument losses. capital instruments which
must meet the criteria for tier 1 would need to be paid in to
other than the item being fully qualify under Solvency L.
paid in and being immediately
available to absorb losses.

(¢) | The item will not cause or
accelerate the insolvency of the
insurance or reinsurance
undertaking.

(d) | The item is undated or has an The item is undated or has an Same criteria

original maturity of at least 5
years. The maturity date is
deemed to be the first
opportunity to repay or redeem
the basic own-funds item unless
there is a contractual obligation

original maturity of at least 5
years. The maturity date is
deemed to be the first
opportunity to repay or redeem
the basic own-funds item unless
there is a contractual obligation
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solventnost:

(a) stavka se automatski
konvertira ili u redoviti
dionicki kapital ili u pocetni
fond kad nastupi aktiviraju¢i
dogadaj; ili

(b) kad nastupi aktivirajuéi
dogadaj, iznos glavnice stavke
se otpisuje na isti nacin kao i
zadrzana dobit, za iznos
krsenja kapitalnog zahtjeva
glede solventnosti.

Stavka se moze ponovno
upisati iz buduée dobiti
takoder na osnovi istog nacina
kada poduzeée bude u skladu s
kapitalnim zahtjevom glede
solventnosti.

Znacajno krsenje kapitalnog
zahtjeva glede solventnosti
definira se kao raniji od ovih
dogadaja: (a) vlastita sredstva
su jednaka gubitku ili manja od
75% kapitalnog zahtjeva glede
solventnosti ili (b) krsenje
kapitalnog zahtjeva glede
solventnosti nije rijeSeno u
roku od dva mjeseca.

Vlastita osnovna sredstva za Prethodni kriteriji za Komentari
osiguranje potrazivanja s liste 2 — QIS5

Kriteriji za klasifikaciju Q1S5

(a) | Stavku treba rangirati iza odStetnih | Stavku treba rangirati iza | Isti kriteriji.

polica i ne subordiniranih
vjerovnika.

zahtjeva svih imatelja i korisnika

odstetnih zahtjeva svih
imatelja i korisnika
polica i ne subordiniranih
vjerovnika.

(b) | U slucaju kapitalnog instrumenta

koji je upisan ali neuplacen,
instrument mora biti u skladu s
Kriterijima za osiguranje

nego za stavku koja je potpuno

apsorbirati gubitke.

potrazivanja s liste 1, drugacijim

uplacena i koja je odmah u stanju

Stavka je uplac¢ena u
cijelosti i odmah je
dostupna za apsorbiranje
gubitaka.

Prethodni kriterij odnosi
se na kapitalne
instrumente koji bi
trebali biti uplaceni da bi
se kvalificirali prema
Solventnosti ..

(c) | Stavka nece uzrokovati ili ubrzati

insolventnost poduzec¢a za
osiguranje i reosiguranje.

(d) | Stavka nije datirana ili ima izvorno
dospijece nakon najmanje 5 godina.

Stavka nije datirana ili
ima izvorno dospijece

Isti kriteriji.
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to replace the item with an item
of the same or higher quality
capital.

to replace the item with an item
of the same or higher quality
capital.

(e)

The item is only repayable or
redeemable at the option of the
insurance or reinsurance
undertaking, subject to
approval from the supervisory
authority

The item is only repayable or
redeemable at the option of the
insurance or reinsurance
undertaking, subject to review
by the supervisory authority.

Repayment or redemption
may not be subject to
supervisory approval, but
supervisory authorities
should be notified of
redemption or repayment.

and can include moderate
incentives to redeem or repay
that item. Incentives to redeem
can include but are not limited
to step-ups associated with a
call option. Step-ups must not
apply before 5 years from issue
date and must not exceed the
higher of 100bps or 50% of the
initial credit spread in order to
be considered moderate.

Any incentives to redeem are
moderate. Incentives to redeem
can include but are not limited to
step-ups associated with a call
option. Step-ups must not apply
before 5 years from issue date
and must not exceed the higher
of 100bps or 50% of the initial
credit spread in order to be
considered moderate.

Same criteria

(®

The item must provide for the
suspension of its repayment or
redemption if the insurance or
reinsurance undertaking
breaches its Solvency Capital
Requirement or would breach it
if the instrument is repaid or
redeemed. The supervisory
authority may waive the
suspension of repayment or
redemption of the item as long
the instrument is exchanged for
or converted into an own-fund
item of the same or higher
quality capital and the
Minimum Capital Requirement
is complied with.

Criteria based around the
SCR are unlikely to exist
under Solvency I

(2

The item must provide for the
deferral of payments of interest
or dividends or other similar
payments if the insurance or
reinsurance undertaking
breaches its Solvency Capital
Requirement or if paying the
interest, dividends or other
similar payments would breach
the Solvency Capital
Requirement. The supervisory

Criteria based around the
SCR are unlikely to exist
under Solvency I
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Datum dospijeca se smatra prvom
prilikom za otplatu ili otkup stavke
vlastitih osnovnih sredstava, osim
ako ne postoji ugovorna obveza
zamjene stavke stavkom s
kapitalom iste ili vise kvalitete.

nakon najmanje 5 godina.
Datum dospijeca se
smatra prvom prilikom za
otplatu ili otkup stavke
vlastitih osnovnih
sredstava, osim ako ne
postoji ugovorna obveza

zamjene stavke stavkom
s kapitalom iste ili viSe
kvalitete.

()

Stavka se moze otplatiti ili otkupiti
samo na opciju poduzeca za
osiguranje ili reosiguranje,
podlozno odobrenju nadzornog
tijela

Stavka se moze otplatiti
ili otkupiti samo na
opciju poduzeca za
osiguranje ili
reosiguranje, podlozno
odobrenju nadzornog
tijela.

Otplata ili otkup ne mora
podlijegati odobrenju
nadzornog tijela, ali
nadzorne vlasti moraju
biti obavijeStene o
otkupu ili otplati.

1 mogu ukljucivati umjerene
poticaje za otkup ili otplatu stavke.
Poticaji za otkup mogu ukljucivati,
ali nisu ograniceni samo na
povecanja povezane s opcijom
kupnje. Povecanja se ne smiju
primjenjivati prije isteka 5 godina
od izdavanja i ne smije premasiti
100bps-a ili 50% pocetne kreditne
marze, kako bi se mogla smatrati
umjerenima.

Svi poticaji za otkup su
umjereni. Poticaji za
otkup mogu ukljucivati,
ali nisu ogranic¢eni samo
na povecanja udruzena s
opcijom kupnje.
Povecanja se ne smiju
primjenjivati prije isteka
10 godina od datuma
izdavanja i ne smiju
prelaziti viSeg od
100bps-a ili 50% pocetne
kreditne marze, kako bi
se mogla smatrati
umjerenima.

Isti kriteriji.

(M

Stavka mora osigurati obustavu
otplate ili otkupa ako bi poduzece
za osiguranje ili reosiguranje
prekrsilo svoj kapitalni zahtjev
glede solventnosti ili bi ga prekrsilo
ako se instrument otplati ili otkupi.
Nadzorno tijelo moze ukinuti
obustavu otplate ili otkupa stavke
pod uvjetom da je instrument
zamijenjen za ili konvertiran u
stavku vlastitih sredstava s
kapitalom iste ili viSe kvalitete ito
je u skladu s minimalnim
kapitalnim zahtjevom glede
solventnosti.

Nije vjerojatno da
kriteriji koji se zasnivaju
na KZS-u (SCR-u)
postoje prema
Solventnosti I..

(9)

Stavka mora osigurati odgodu
placanja kamata ili dividende, ili
drugih sli¢nih pla¢anja ako bi

Nije vjerojatno da
kriteriji koji se osnivaju
na KZS-u (SCR-u)
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authority may waive the
cancellation of the payment of
interest or dividend provided
that the payment does not
further weaken the solvency
position of the undertaking and
the Minimum Capital
Requirement is complied with.

(h)

The item should be free of any
encumbrances and must not be
connected with any other
transaction, which when
considered with the item could
undermine that characteristics
and features of that item.
Examples of potential
encumbrances include, but are
not limited to, rights of set off,
restrictions, charges or
guarantees. Where an investor
subscribes for capital in an
undertaking and at the same
time that undertaking has
provided financing to the
investor, only the net financing
provided by the investor is
considered as eligible own
funds.

The item must be free of any
encumbrances and must not be
connected with any other
transaction, which when
considered with the item could
undermine the characteristics
and features of that item.
Examples of potential
encumbrances include, but are
not limited to: rights of set off,
restrictions, charges or
guarantees. Where an investor
subscribes for capital in an

undertaking and at the same time

that undertaking has provided
financing to the investor, only

the net financing provided by the

investor is considered as eligible
own funds.

Same criteria
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poduzece za osiguranje ili
reosiguranje prekrsilo svoj kapitalni
zahtjev glede solventnosti ili ako bi
pla¢anjem kamate, dividende ili
drugim sli¢nim plac¢anjima
prekrsilo kapitalni zahtjev glede
solventnosti. Nadzorno tijelo moze
ukinuti poniStenje pla¢anja

postoje prema
Solventnosti I..

kamata ili dividende pod uvjetom
da placanje dodatno ne oslabljuje
poziciju solventnosti poduzeca i da
je to u skladu s minimalnim
kapitalni zahtjev glede solventnosti.

(h)

Stavka mora biti slobodna od bilo
kakvog tereta i ne smije biti
povezana s bilo kojom drugom
transakcijom koja bi, kad bi se
razmotrila zajedno sa stavkom,
mogla umanjiti karakteristike te
stavke. Primjeri potencijalnih tereta
ukljucuju, ali nisu ogranieni samo
na: prava na kompenzaciju,
restrikcije, tere¢enja ili jamstva.
Kad neki investitor upise kapital u
nekom poduzecu i istovremeno to
poduzece osigura financiranje
investitora, samo se neto-
financiranje koje osigura investitor
moze smatrati vlastitim sredstvima.

Stavka mora biti
slobodna od bilo kakvih
tereta i ne smije biti
povezana s nijednom
drugom transakcijom
koja bi, kad bi se
razmotrila zajedno sa
stavkom, mogla umanjiti
karakteristike te stavke.
Primjeri potencijalnih
tereta ukljucuju, ali nisu
ograni¢eni samo na:
prava na kompenzaciju,
restrikcije, tereenja ili
jamstva. Kada neki
investitor upiSe kapital u
nekom poduzecu i
istovremeno to poduzece
osigura financiranje
investitora, samo se neto-
financiranje koje osigura
investitor moze smatrati
vlastitim sredstvima.

Isti kriteriji.
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ANNEX R - Examplefor the contribution of non available own funds of the
related undertakingsto group own funds

Holding
A Capital
50 100
B10
C
60 Ordinary debt
20
Ordinary debt = 20
Group SCR = 100 (17% diversification)
Available Group own funds
; =50+10 + 60*(1-17%)-20 = 90
Holding
A B C
Own funds = 50 Own funds = 10 Own funds = 70*
SCR =50 SCR =10 (non available for A and B)
SCR =60

*upper limit= amount of the solo SCR
adjusted for diversification
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PRILOG R - Primjer za ulog nedostupnih vlastitih sredstava povezanih drustava u vlastita
sredstva grupacije

Holding
A Kapital
50 100
B10
C
60
Redoviti dug
20
Redoviti dug = 20
SCR grupe =100 (17% diversifikacije)
Dostupna vlastita sredstva grupe
=50+ 10 + 60* (1% — 17%)-20 = 90
Holding
A | B | c

Vlastita sredstva = 50
SCR =50

Vlastita sredstva = 10
SCR=10

Vlastita sredstva = 70*

(nedostupna za A i B)

SCR =60

* gornja granica = samo iznos SCR-a
prilagodenog za diversifikaciju
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ANNEX S - Spread shock on underlying assets of structured products

1. The spread shock on underlying assets of structured products is the immediate effect on
the net asset value expected in the event of an instantaneous decrease of values in
structured products due to the widening of the credit spreads of bonds of the underlying

assets:

S

i

where

H(ratingdist; tenure;)

R(ratingdist,)

max(H (ratingdist,, tenure, ) o (1 — R(ratingdist,)) - attach, ;0)

detach, — attach,

a function of the rating class and tenure of the credit
risk exposure within a securitised asset pool which is
calibrated to deliver a shock consistent with VaR
99.5%

a function of the rating class of the credit risk exposure

within a securitised asset pool which is calibrated to
deliver a shock consistent with VaR 99.5%

2. The function H is determined as follows:

o cce
Hiratingdist, AAA | AA A | BBB | BB B or | Unrated
tenure;)

lower
0-1.9 years 08% | 1.6% | 4.7% | 8.1% | 209% | 41.5% | 65.9% | 9.7%
2-3.9 years 16% | 3.1% | 8.1% | 14.7% | 34.1% | 59.7% | 83.3% | 17.6%
4-5.9 years 23% | 5.0% | 10.9% | 202% | 43.0% | 68.2% | 88.4% | 24.2%
6-7.9 years 35% | 7.4% | 14.0% | 252% | 50.4% | 73.3% | 90.7% | 30.2%
8+ years 47% | 97% | 17.1% | 302% | 56.2% | 77.1% | 91.9% | 36.2%
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PRILOG S - Udar marze na vezanu imovinu strukturiranih proizvoda

1. Udar marze na vezanu imovinu strukturiranih proizvoda jest neposredni u¢inak na neto-
vrijednost imovine oc¢ekivan u slu¢aju trenutacnog pada vrijednosti u strukturiranim proizvodima
zbog Sirenja kreditne marze obveznica na vezanu imovinu:

z MV - max(H (ratingdist;,tenure,) - (1 - R(ratingdist,)) — attach;;0)
— detach, —attach ’

gdje

H(ratingdistitenurei) = funkcija ocjene klase i izlozenosti kreditnom riziku
unutar osigurane udruzene imovine koja je
kalibrirana da izvrsi udar konzistentan s VaR

99,5%
R(ratingdisti) = funkcija ocjene Kklase izlozenosti kredithom riziku

unutar osigurane udruzene imovine koja je kalibrirana
da izvede udar konzistentan s VaR 99,5%.

2. Funkcija H utvrduje se kako slijedi:

H(ratingdisti, AAA AA A BBB BB B CCcC bez
tenurei) ili nize | rangiranja
0-1,9 godina 0,8% 1,6% 4,7% 8,1% 20,9% 41,5% | 65,9% 9,7%

2 —3,9 godina 1,6% 3,1% 8,1% 14,7% 34,1% 59,7% | 83,3% 17,6%

4 - 5,9 godina 2,3% 5,0% 10,9% 20,2% 43,0% 68,2% | 88,4% 24,2%
6 — 7,9 godina 3,5% 7,4% 14,0% 25,2% 50,4% 73,3% | 90,7% 30,2%
8+ godina 4,7% 9,7% 17,1% 30,2% 56,2% 77,1% | 91,9% 36,2%
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3. The function R is determined as follows:

CCC
R(ratingdist,) AAA AA A BBB BB B or Unrated
lower
Recovery rate 50% 45% 40% 35% 30% 25% 20% 35%

4. For the sake of simplicity, a function G was derived from functions H and R: G=H.(1-R).

5. The function G is determined as follows:

G(ratingdist, CccC
ranngaist, AAA | AA A BBB | BB B or | Unrated
tenure;) |
ower

0-1.9 years 04% | 09% | 2.8% | 53% | 14.6% | 31.1% | 52.7% | 6.3%
2-3.9 years 08% | 1.7% | 49% | 9.6% | 23.9% | 44.8% | 66.6% | 11.4%
4-5.9 years 12% | 2.8% | 65% | 13.1% | 30.1% | 51.2% | 70.7% | 15.7%
6-7.9 years 1.8% | 4.1% | 84% | 16.4% | 35.3% | 55.0% | 72.6% | 19.6%
8+ years 24% | 53% | 10.3% | 19.6% | 39.3% | 57.8% | 73.5% | 23.5%
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3. Funkcija R utvrduje se kako slijedi:

R(ratingdisti) AAA AA A BBB BB B CCcC bez

ili nize | rangiranja
Stopa naplate 50% 45% 40% 35% 30% 25% | 20% 35%
4. U svrhu jednostavnosti, funkcija G derivirana je iz funkcija H i R: G = H.(1-R).
5. Funkcija G utvrduje se kako slijedi:
G(ratingdisti, AAA AA A BBB BB B CCcC bez
tenurei) ili nize | rangiranja
0-1,9 godina 0,4% 0,9% 2,8% 5,3% 14,6% 31,1% | 52,7% 6,3%
2 — 3,9 godina 0,8% 1,7% 4,9% 9,6% 23,9% 44,8% | 66,6% 11,4%
4 - 5,9 godina 1,2% 2,8% 6,5% 13,1% 30,1% 51,2% 70,7% 15,7%
6 — 7,9 godina 1,8% 4,1% 8,4% 16,4% 35,3% 55,0% 72,6% 19,6%
8+ godina 2,4% 5,3% 10,3% 19,6% 39,3% 57,8% 73,5% 23,5%
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