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What’s new?

• EIOPA published a consultation paper, Opinion on the 2020 review of Solvency II 
on 15 October 2019, which includes a proposal to establish a recovery and 
resolution (R&R) framework for insurance. Certain countries such as France, 
Netherland and Romania have adopted their own R&R framework which has 
resulted in a fragmented R&R regulatory landscape. Therefore, EIOPA proposes to 
introduce a minimum harmonised R&R framework across the EU Single Market.

• The proposals include:

○ Extending the Solvency II regime to include requirements for firms to 
develop and maintain R&R plans in a pre-emptive manner. 

○ Requiring pre-emptive recovery plans from firms covering a ‘very 
significant share’ of each national market. Regulators are to use criteria 
such as size, activity, business model, risk profile, interconnectedness and 
substitutability to identify firms captured by these proposals. Currently only 
four UK insurers / groups are subject to pre-emptive recovery planning.  

○ Introducing early intervention powers for national regulators. 

○ Requirements in relation to the resolution process such as the designation 
of a resolution authority by each Member State, the resolution objectives, 
the need for resolution planning and for a wide range of resolution powers 
to be exercised in a proportionate way. Currently only two Global 
Systemically Important Insurers (G-SIIs) domiciled in the UK are subject to 
resolution planning. Anirvan Choudhury
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What does this mean?

Pre-emptive recovery planning and 
triggers

Under Solvency II, insurers are required 
to develop a recovery plan within two 
months if they breach their Solvency 
Capital Requirement (SCR). In contrast, 
EIOPA now proposes that firms draft 
pre-emptive recovery plans during the 
normal course of business, i.e. before 
non-compliance with the SCR. These 
pre-emptive recovery plans should be 
submitted for review to the national 
regulator. EIOPA proposes that breach 
of the SCR would trigger entry into 
recovery. 

Early intervention powers for national 
regulators 

• Solvency II is silent on the actions to 
be taken when regulators are 
informed of a deterioration in the 
financial conditions of insurers. 
EIOPA proposes to fill this gap by 
introducing a set of early intervention 
powers where the solvency position of 
a firm has started to deteriorate and 
where it is likely to fall below the SCR 
without remedial action. 

https://eiopa.europa.eu/Publications/Consultations/EIOPA-BoS-19-465_CP_Opinion_2020_review.pdf
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• The early intervention measures are 
linked to intensified supervision, 
including: requiring firms to implement 
measures set out in their pre-emptive 
recovery plan within a specific time 
frame, limiting variable remuneration and 
suspending the right of policyholders to 
surrender their contract.

Pre-emptive resolution planning by 
resolution authorities 

• Currently, there are no resolution 
planning requirements for insurers at the 
EU level. So EIOPA proposes that 
resolution authorities maintain 
pre-emptive resolution plans and 
resolvability assessments. This 
requirement is expected to capture a 
significant share of each national 
market, but further work is required to 
calibrate the scope. The scope for 
resolution planning is expected to be 
smaller than that of recovery planning. 
At present only GSIIs domiciled in the 
UK are subject to resolution planning.  

What should firms do?

• EIOPA may collect data from National 
Supervisory Authorities (NSAs) and 
industry to carry out an impact 
assessment on the proposals. 
Therefore, firms might receive data 
requests from regulators to assess the 
impact of the proposed R&R measures 
on the UK insurance sector.

• The Financial Stability Board (FSB) 
requires R&R planning for GSIIs, and 
the International Association of 
Insurance Supervisors (IAIS) plans to 
extend recovery planning requirements 
to Internationally Active Insurance 
Groups (IAIGs), whereas EIOPA’s 
current proposals go further and are 
likely to cover a larger number of firms. 
Therefore, given the nature, scale and 

EIOPA proposes specific triggers for 
entry into resolution, namely: the 
insurer is no longer viable, all possible 
recovery measures have been 
exhausted, and resolution action is 
necessary in the public interest.

Exercising resolution powers 

• EIOPA advises that traditional 
resolution tools, such as portfolio 
transfer or run-off, should be given 
priority when resolving firms. 
Allocating losses to policyholders 
should only be considered when all 
other resolution options have been 
exhausted. EIOPA proposes that 
insurance contracts should contain a 
clause explaining the risks and 
financial consequences for 
policyholders. If this proposal is 
adopted, it would require firms to 
update contract terms and conditions 
and to notify existing policyholders of 
the risk of financial loss if an insurer 
enters resolution proceedings. 
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Next steps

Insurers should consider responding to the consultation by the deadline of 15 
January 2020. EIOPA plans to publish its final advice to the European 
Commission in June 2020.

complexity of their business, firms 
should consider whether they would 
fall within the scope of pre-emptive 
R&R planning.   

• Although the current proposals are 
not expected to become effective 
before 2023-24, certain measures 
could require faster adoption as a 
result of actions by local regulators. 
Therefore, insurers should continue 
to monitor R&R-related regulatory 
developments at the local and 
international level.

• As part of their planning process, 
firms might wish to prioritise 
consideration of pre-emptive 
recovery planning which is, 
politically, more likely to be adopted 
than requirements for a harmonised 
resolution framework.

 


