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A Comparative Study on the Solvency of
Korean Insurance Companies
by the Calculation Methods for Available Capital

Looking at the international scene, insurance regulators and supervisors continue
to introduce economic valuation principles in solvency assessment (e, g, IAIS ICS, EU
Solvency 1I) to further improve and strengthen their solvency regimes.

In step with the emerging global insurance regulation and supervision approaches,
it is expected that Korean insurance regulators will decide on the adoption of the
solvency assessment based on economic valuation principles.

Furthermore, since Korea decided to fully adopt TFRS, Korean insurance companies
will be required to implement IFRS 4 phase I which measures an insurance contract
using a current value approach,

Under the current circumstances, it is very important how to reflect informations
from economic valuation in the solvency assessment of insurance companies. For this
purpose, this report compares with IFRS, Solvency I, and Canada MCCSR in terms of
the calculation methods for available capital, Also, based on the results of liability
adequacy test (LAT) in IFRS 4 phase I, this report conducts a quantitative impact
study by applying different calculation methods for available capital.

Based on the results of the comparative study, we suggest that the calculation
method for available capital of EU Solvency 1 or Canada MCCSR is appropriate since
it fits the purpose and global framework of insurer solvency assessment. But to allow
for a smooth transition to new solvency regime, the calculation method for available

capital of EU Solvency 1l is more suitable than that of Canada MCCSR.
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QAL thEof| QlofA= 3 RBC Al=o] sy 4] ¢k o= 7Hgstal 8+
AR AR 7et = o] gt vkl = jit.

EA] 3t HEe} o] HHSIARY ZTREARES: 7|4 o2 HHDIARe] ARitof A F
W AR g Hole), Z1e|ar HASAL Raj o] 7H 2 Fte AAISHL Q= Ao]

ARAfolet, weba] 7hgARES] ¥sk= AlgolgE7E BoA HAFRHE o
Al H=7et A4 F Y,

IFRS 4 Phase T+ RS HYSA} AR} o5 o]afsh= o] a3t o3y
7} (Fulfilment Value)@} A2l o]z o] 2Ql AekA ] AmEZI(CSM; Contractual
Service Margin) &2 G 215 @15kal Q). ofuf, oo|3iof] Bt Fole- 7]
Ao AR25H= 2 A=A X|(BEL; Best Estimate of Liabilities)2} 7| TS Blojd &
Aol thu|sto] HRekal Q= AREe] 7]8]8-8-2 HEIRt A2 (RA; Risk Adjust-
ment) &2 FESHH 1Y -3 3

AR 2T} YRAEES ol AFeldTd e R His olf= HE3]
AL 71 ofu et 7| E Blold 21 SA7R] LRt Halas HaAof
Aol A QAR A5 4= Qlofok 57 wiZolt), 2 B 7S Bl
ofit 23t B Ak 7HARES EArohe dl W 7]2H8-2 UEl= Ao
a1, 71 f1Rlofl A Hlold 2 Fat w7 |nfc) oo & oAl kA of] REETh
HE, AlopA B 2npRle A R E B IAE oSkl Q= o] ofolA|ut, 9]

AlbA ol Bl REFSHA] AL AB| 2 Algel] Bl sto] w7 |nje} 2aksto] Hieds)
Fct,

}%) 3)

2) @3 RBC Ao Hile|ad, gejead, Agelaa, Adesd, f9usas —TL%_'—’S}
o] a7AES AAEShL 5. ol2fRt AAlIA FAAITFE7I] 7|22 @A A A
AAES(E LT AT A)GFES ofF Fom Adusi=uprl 78 =9 o] E‘ Oﬂ
0 BEgelaa JAzAg FEjE|lAaa JAXEAE IFRS 4 Phase T4 HEY xﬂﬂo_l,l a
2 ARgSHAY A AT = QlaL, ol A= ARl vigeR AikEste]
ARG I QLS

3) “An explicit, unbiased and probability-weighted estimate(ie expected value) of the present
value of the future cash outflows less the present value of the future cash inflows that

will arise as the entity fulfils the insurance contract, including a risk adjustment, (IASB
2013°9] goiHn Hx.
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B R ofefst AHE 7] S8 thewt o] ATE xasiant A 14
oA B0 F7} % Al7PE7 el 7125 A Fel R WA =S Sdeli Q= pust 7
Uk Al S HlaL B4 BUt AUehs 247} solvency T, MOGSROJ2Re A3
of s AEE 2.8k 9l BU Solvency T2} bt MOCSRE: 9718710 7]2:3
RENAES Bgol T ) AolHAwLlE th2A) Aot A A7}
o] 7|23 HERAS BRI HolH TEFS 7HIck SIHY EU Solvency T
A5s Aol HEw A gAY ERS o 85X, Atttk MoCSRE @3 1]

AFoAHB7 A=} BlszobA| AlFelA| o] FAg7E JEE 2 24 glo] ol8Ritt

4) TFRS AJ7PgHE g3} 7hgAREo] e E o2 A or R AS7PI(ERlE 5
of ¥t Aol QL. IFRS 4 Phase I+ Y2 $49] SA7|EoR 7EAl YA AA|
o ATAES AR ARTIES AXSHA 97 el sAbdE AlR7IE Adelef ARk
ol ZARE wheba] Ago g7t Al FAF7 A B 7 B Frhgele) A=A
g vk SRS el HARA AErPdel Wit 25t dad 4 IS5 B Bal
A= ol2fdh ARARES Al ¢71= 3
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(a3 T-1) IFRS 4 Phase 1 A}=

Zaf Az
A A= | =2 - _
B HSEMHI 2O MO
(a0 ofl 41 = 2 0
: g
jel B, ABZBRY)
& |
W N
(EE) wEeA
. & | mEAoodl 2R
== | =63 A . PoET 0
(@ (= Y Saika | | d3esMAzu®
=l CBEY ‘
(EE) (BE) |
RA RA H _

2. EU Solvency I

FHE T AT (EIOPA) 20160 1Y 1UFE] HES|Afof| digt A= Al
oJHA =2l Solvency 1T & AJSY3ITE Solvency 1+ AT A FR] 02 A A
FOH= "M% 9] Solvency T AFA|35E v O & A Fol2lE B7I3ITY, Solvency T
o] 38 B4 F Shit At BAE AR Brosths Aol g =
Solvency T ollA2] B A AFE|AH ALGIE 22 71o] ohd %7} Ao}
el ARA AR, SRR B3 A PR 710 AkEEr,
O]:=TFRS 4 Phase T ¢} 2% o2 FUs}ct,

12JU} EU Solvency T B-g71oke] gafolels 7Moo Qlgath o
A TFRS 4 Phase I ARES 7[gxjEow ksl HRAlwl= = zjol7} Qi)

Solvency T AoflA BEFEa| el MYEH]FH(technical provision)2 2415 ] (best

) A, WA, AR 9 AHEAR 1 ATOkES AAsel A 9 ¥ TR
Q4 o BN, AaE A8 Qs Aok WA BARATER A oul
balance sheet)2 7|2 3

6) ARKE: TR0l A WAAE: 2] FHAA HolE0] Texchange)

Sl welo Wrhsolo} sk, FAl Feldoln AuAel GRS 0] BN
o] H(transfer) AL HAiKsetle)d = = FHOE BriE|ojof FHe, HEFALS] 27|48
AEE Esks 34 %A o] 0401‘# $hH(Solvency T Directive (2009/138/EC) and Omnibus 1),



JKgRIE A1E WAl Hlm

estimates) 2} 1T (risk margin) @ 2qF -4 =|o] ik, wpebA] HEAf ol Aol
ojo] 23t %] ¢7] mizell, AbsA o2 o] o 7MeARE o2 I

Algo g7 a2 Az SRl ols B oAldA] 5tk &4
N HA A NA B A -2 ol o J=s Fwt &AM Est
© 2 Auiddth &, AgolgHried ol 9f S dieh R g5
2e W7kslke 2ol of#et AlFeigg ol A KAt asfior & ol &f &
A2 SRRl S = QlAL, o] 2t ol 9] B4 A A] o] & HAs] AlEs
< A 4 TS = 2 AAW T (risk buffer)+= 7HgARLo]2} 8 4= Qlck 1
ol ol 9 S AIEAR] FAFAAE 2= B QnlshaL, wEkA ol

340l TMARE HASAA S Zafshs Spato] Holok Sth( 19 T-2) 7)

(a3 1-2) LTAED T2

N A

BE S%R Target

(Solvency Capital Requirement)

SHE TFRS 9] $1A2F(RA)Z} Solvency 1 €} HRTFIRM)E 7 4| 0.2 FARH]
WE TR 2 Aol AT R Hadelaante skt vl
& WRof el W 2|AAE Sgith o) IFRs7F HAA| o] 5714 %
THAP7EA1 &)t 8 2DE 2 08 Akl Fgh HAA R} 7S kst
Sz R solvency I AAFAIOFo e aefdt HAAF ofF o3 7Hs7d) %
7HE EH 08 5] thoth(E I-1) %),
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IFRS: ¥ X% (RA) Solvency II: Y& OXI(RM)
S . HEAC IR - AmY B
N L] - EYNolE MY BE AT
REs) ST LLTERY - Ejjo ofH B HAILY

ORAEEO 2 Solvency = H-FAI9F0] Aefjo]olE 7RARE FollA= 7] EAkZ
(tier 1) 2= QPRI o] A 7 7|2 HEHAL & = At} A= o
A Alofat} o] ofn] B g7t S0 oA 7= o] g Y= = e
oo])o]r, FAkl= e AloF} o] ofA] H w7} 3= A] gfot mFj R =R
g 7|di== ol (i = Aol e)olrt. A& S0, YAIEo] ofd AlAeke] 7
A H o A= Aol elo] HEE u|eHE & Aejo|e]o 2ul L= Ao|11, H-GAek
o] AL 7|l g Aelo|d} njg HE 7 Aefo]e]o] SgtE|o] 9J2 Aotk 1
&< Solvency TollA 7[R = Fefolols 7| EAbE & A sh= A2 ©
o, nHEA R gEolde 7EA R R QIS A7l oA =1to]
EOIRFTHEIOPA 2011). SFAYE 2016\ ARYtoll A= mlej i alm Zefjo] o] (EPIFP;
Expected Profits Included in Future Premiums) %= 7] E-AH 2 (tier 1) & Q145172
A" I-3) F=2).

=2 B ZRS 7IRE Stoll tie] siRIAbE L AShE Rra g eidol AE
B85 Al FAIE AAIR A neiEd = o] ol ¢f Ede HAsk=
7ReARE S A S 5 7s/do] Sl o]of thsf] Solvency T olX= -5 $1
Sof| tiet = ]S Pillar 20845 7DollA] 4=3¥3kaL Ut
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(a2l T-3) EU Solvency I

urplus
ns

Az
(Available
Capital) SCR
} MCER

jE]
e
A
T
i

QOF51H TFRS 4 Phase I 2} EU Solvency T WF HPHA o] 7] & 1AJL 23
7|2} 3ol Thgk ZAUFRS 4 Phase T+ $J8%4, EU Solvency T+ J3TR)
© & o]Fo]A Qlth, 12U IFRS 4 Phase 1= Aafjo]e]of sidsh= AlobAu|Aupzl
S BERAYR BRST 1= wh EU Solvency 113 ejolo}S 7l gapo s na

SHaL k= Hojl A 2o 7} Qlet.

3. 44 MCCSR

7yt A8 (OSFL; Office of the Superintendent of Financial Institutions)
2 A HEFHF|AL| tfaf] MCCSR(Minimum Continuing Capital and Surplus Require-

ment)70l2Rs | FolBAES 2dsk ek btk MOCSRE M= o] 715 A5A

7) RIS AL MCT(Minimum Capital Test)Zhe A|FolHAEES st Ql=d),
A A (framework) ZTHOA EH MCCSRI} MCT= FA| th22] ¢k&.
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75 APsto] AFolBE BrSHe BU Solvency T 9K= 2] A58)4) AHE 28
sto] 2| FoigE Frgitt ofufj AR AV LA BHREA F77|Ee R vt A
2] AF3](CIA; Canadian Institute of Actuaries)?] AH|2]7]&H Y 3] (Actuarial Standards

B
ElJ

Board)7} A ER St A|2]7]S=A](Standards of Practice)S ©]-8-3HC}

7iLbth MCCSRE] -2, EU Solvency I & mP7 IR & B g-A| k] Aefjo|o]o] 718
Aoz Qg Ak ATIAY BRI HHZHA best estimates)2}
Solvency I 9] §1&ubxa} H]<=3t 7Hd Q] MfADs(Margin for Adverse Deviations) =
T wEbA AT AN Ha Aol Adefole]o] EASHA] ghormg, Aefjolo]
o ATEA) Ao EGEIo] AupH 0% FHEA ARO R LT

SEA|RE Solvency 1T k= 2] MCCSRE- “g2fjo]o]o] si5sh= F(—) 9] FHIF(NR;
Negative Reserve) T} sj|R| &3 F-ZM(CSVD; Cash Surrender Value Deficiencies)S
BHORR}E (tier 2) 02 HEsla1, HAXE L 7| EX | (Her 1)2] 100% 3HE ool A]
e

zEZale Wow RARAS W% u HERAS gyl ma) ek
MOCSRE: 510] ZH]: Aok w9l AbEalo] 7| WA Rol 4] A|elslaL, BekAmo

ul:-e Aefolelole} 3 4 gich

B RN ATl HARAS SIS R ulaste] Bk HEs

2 ojufaleh MOCSRE: SX|eHTT $E0S TEZe|o Ue)e AEste] 7|RAR
ol A|JBIaL, HekAfE 0 2 BE7su) Qe

siRBkEE Bsolo] geflololel olfs theT} Uk, S|XBEE HEolL o)

8) A oR FPSHH, Max(BAEHEE — HARA, 04,



skl Ak BERAETE 2 A9 SREFFAN AR B
W Fojolet. of714 sBkEE A B AT Ao T
31, 7157} RERA A BEEL PR RdEge] WE 4
A7 el ki) 18] Znlsiol 3 Fole Wttt olE Sof WA SXakol
1000131 4|75 7} R R s00leks A A1 A SISk 100 Alslok 5t
¥, BB A o] Aokl thal) s =Rt Fulahe Akl e Heke ot g
9 A0 Ik Foleh. 2 A 94 x5k ka B slke] 7bge
Aol SR 79 HEBARE 209] o]e}e 2] Hick, uteh x| gHEE
she Aefoljolet g 4= e

w0} ul DT} g mebo R Qunt s ol the T 2t sfHak
T REoe mEEelo Bole ARl thet Ao TelE AE S uek mlmst
A EE Q18] Mg wehA] S B SO Aok BelE AR
79| 118 7| EAOIA] 2A| 2 B3, ofo] that BAO R Kokt

AFTE AHFRITH(LE T-4) =),

(a8 1-4) it MCCSR

P ]
Tier2(= Tierl) e
] CSVD =
NR,_ At

(Available
Capital) NEQFAE
Tierl 2 CsM (Base
Required Capital)

HHZEF

(Best estimate)
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ROFS}H IFRS 4 Phase T 9F 7Lt MCCSR B HHA|O] 712 4442 2|5
A2k Yol et ZHAFRS 4 Phase T 824, 7Lt MCCSRS MfADs) O 2
o] o)A Qlrt. LU IFRS 4 Phase T += EHo]e]e] sligahz Al u|AnkzlS |
FRAR FEF8IL S vhH Ayttt MCCSRe Aol o) 7HARE O & BRatal
Utk= oA zfe)7f qiet.

3} EU Solvency T2} 7Huptt MCCSR B HRA= 2 A07g 219k $ldel o
gk 23(BU Solvency T+ 187, iUt MCCSRS MfADs) &= o] F:0] A Qlth
ZL2Ju} EU Solvency T += efjo]os M 7HEAME F 7| A2 0 & FRsl= WhH
7t MCCSRE= Aefjo]e] & Fo gt sjx|2haa FE5HE 7] EA|zo] opd
HexjH o g2 BEslal 1 QIHE 7| EAES] 100%=2 AlSHslaL ltkes oflA

o7t ek,



M. 2 SO} oo

Ol Aol A TACIA =ols 7 ale #A) masle] xaolggrie) 284
S RBC B]o] o] 8] Wsh=x| S Awn 4} g}

[=|
1. 2y

7t HEER AE

HYSAO] 7ARES: 724 oz HYs|Ake] Aol A RS At w0
o 1Al BB RAf] 7H F RS ARRISHL Gl Alo] HFAf ol uket
A HAFRYES o GA| B7isk=rfol uhe} HaS|AL 7RgAkEo] Hete}, TejHe &
HuAe A 244 283t 350 RS A=tk

IFRS 4 Phase I, EU Solvency I, 7Yt} MCCSR B 5 H 3 ELAjo] 7| E JLAJL %
AZ=AZ 9} 3o that ZAUFRS 4 Phase = ]38 24, EU Solvency I = $]&n}
A, FAUt} MCCSRS- MFADs) O &2 o] o)A gt} webs] WA 2 AFH2E L5}
ZH A S48 Ae = Hhgsto] Z42ke] B RIS AEsh] 2 jit.

| AFH A= LAT 7 HHE o] 83ttt LAT F7Holle 2|54 x| efal 7Hgsh= ol
S FH3Y LAT H7P7} HEEA)] L7FE 7 ol 7]Z38FIFRS 4 Phase T of|A] HEEA] A
7Fg71oll 7]123H IFRS 4 Phase T = o]3§517] 913t mi7HA| =4 w7 |ufc) 57} 5hAl 2]
&l sfjofE, el 7ol wet HpA|oke] ZHAE 7 RR= oA FAHAI7E
B7t Al 25219t fASE ] wliZolth, 3 LAT H7Foe- AR 542191 Wi o

278 4 Gl P AlRE 4 ol eet 8 4 gk
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LAT ¥%

Bzt 2t Hes|Ake] A FAEet JFEIAE o] 8ste] el d3Y
LAT F7h= s 59 e, e eed® 7ild, 524 =
AT FHTOR o] ZF S E R H7F A LAT 7ol A7pa] 2
FAR i A MRAEn]Fo Apo|5 AFAE T4 0= FAIRITE of7]of 2} K3
AL FIRHEALA O] U} Qli= 7 At A AdEhlas Hote] 7 At
LAT F7 ol 3t}

th2og xd, YFulA, MADs= Solvency T A|5A} AlFFS & E7HQISS;
Quantitative Impact Study 5)2] A3} 5-8 2kxsto] 2 AHEA 2|2 73 LAT H7HH
o] dguler A7 A=gtth 22 A, S, MiADs= A5 2]9] o
AulER A= Zo] ofuzh i HASIARY] A W ARl A vIRE 179
g reof| wheh 242t Al E ool gtk Zrejut AR A BN 917 H=E A
SHA| wefslrl= ofeleo] Wk TR 9ol tigt =4S =W EAIJAl] o g A
HEGSE %] of] tisf] o}2] 7|0l A A] e Adefolt). wheba] g S|Ake} =3
HABALO] Ht 2R IFnbRlS 217 2|54 %] o] YAgH]E&=E H gk Solvency 1
A2 Al EE7E AaE o835t =S AkETth

o)A Solvency T 2] A= LAT H7IolT} &Julzlo] §to & 15}k, M
O] Ho A= LAT H7Flat MFADs 9] 9Eo = 3t} o] & 4402 3 5HH o}
o] 3o} g,

EU Solvency T 2} 7Rt} MCCSR
- BHRA =LATH7INEH 1)
FLAT7}l0] 21H]($IE T MEADS)

S1H IFRS 4 Phase T 9] BEE A= LAT H7t3t Y 24-E Tfgh & Alofaju|A
RS F7ksto] RPRAYE Fict ofuf FeiAo] o= Aok AlobA ]
R 00 & 7Pyttt efuFsh A Aok tiFR 20008 & o] Hof| ufigh
FEO R AOA A mE SV R PR A o' o=, 1 A7]of o

N,
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