B8 MAZARS

Solvency 1T — QIS5

The Fifth Quantitative Impact
Study (QISs)

Across the insurance industry, preparations are underway in order to
fulfill the requirements of Solvency II Directive by 2012. There are
many challenges ahead. This briefing highlights how Mazars can

help you with QISs.

Background

CEIOPs has recently published draft specifications for the
fifth Quantitative Impact Study (QISs). Companies will
be expected to complete the exercise between August and
November 2010. With QIS5 being the last quantitative
impact study, companies should now be thinking about
how they can get the most out of the exercise.

In Ireland only 22% of life undertakings and 19% of non
life undertakings participated in the QIS 4 exercise. The
small number of participants represents 74% and 64% of
the market share of Life and non life in Ireland.

QIS5 is expected to run from August 2010 to November
2010. The Financial Regulator expects all insurance
undertakings/groups to participate in this exercise.

What to expect

Increases in the standard capital requirement for many
businesses, combined with potential reductions in the
capital available.

What is causing the changes?

The assumptions underlying QIS5 are new. They are not
bespoke to your business and hence will not represent
your business. Therefore, the capital that you need will
also not be representative of your business.

Most non life and captives companies who completed
QIS4 in 2008 had a significant increase in capital
requirement. Since then there have been some changes
in the assumptions underlying the formula. They are
leading to even larger increases compared than QIS4.
The key drivers of the increases are:

« Reduction in geographical diversification benefit
« Market risk assumptions

« Correlation factors
« Risk free interest rates.

How big are the increases in capital
requirement?

A small to medium sized business may face particularly
high increases due, for example, to lack of diversification.
These smaller businesses make up the bulk of those who
did not complete QIS4.

It is therefore strategically important to complete QISs.

What are the benefits of participating in
QIS5?

There are several valuable benefits to participation in
QISs5. These include:

« Understanding of how much capital may be needed
under Solvency Il

« Understanding which parts of the business are driving
the capital requirement

« Gaining a clearer focus on Solvency Il planning

« Highlighting areas of arrears where an internal model
may be appropriate

« ldentifying the differences between internal model and
standard formula

« Support to business planning as Solvency Il
approaches

« Highlighting the impact on the key areas of your
balance sheet.



How can Mazars help you with QIS5?

We can support you to get the most out of participating « Supporting you to develop a strategy to respond to
in QISs including: the potential impact on your business
« QIS5 training + Assessing the benefits of using assumptions in an

internal model that are bespoke to your business as

« Completing the QIS i
ompleting the QIS5 exercise opposed to the market average basis of QISs.

« Analysing the results of the exercise

Contact us

For more information on how we can help with the challenges for QIS5 and Solvency Il, please contact one
of our partners:

Mark Kennedy  tel: +353 (0)1 4494442 email: mkennedy@mazars.ie
Peter Gatenby  tel: +44 (0)20 7063 4474 email: peter.gatenby@mazars.co.uk
Dale Lee tel: +44 (0) 20 7063 4199 email: dale.lee@mazars.co.uk

Adam Brunskill  tel: +44 (0)20 7063 4200 email: adam.brunskill@mazars.co.uk
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