
Introduction and regulatory context 
In 2020 the Central Bank launched a 
consultation on the proposed introduction 
of regulations and guidelines relating 
to pre-emptive Recovery Planning 
requirements for insurance firms. The 
consultation, which closed in October 
of last year, was a proactive step by the 
Central Bank – in advance of anticipated 
European developments - to implement 
a strong prudential framework which 
(broadly) aligns with existing Recovery Plan 
frameworks for banks and investment 
firms operating in Ireland.

The Central Bank, on 27 April 2021, 
published its feedback statement on this 
consultation and confirmed the finalisation 
and publication of Regulations1. The 
Regulations were published on 27 April 
2021 and the deadline for preparation 
of a recovery plan is 31 March 2022 (or 
within 12 months of authorisation where 
the insurance firm is newly authorised on 
or after the date on which the Regulations 
come into operation). The Regulations also 
establish review cycles for Recovery Plans, 
primarily driven by PRISM impact ratings. 
The Central Bank has also published 
accompanying guidance2 setting out the 

expectations of the Central Bank to ensure 
that the Recovery Plan is appropriate to the 
nature, scale and complexity of the insurer.

The regulations will have a material impact 
on insurance firms operating in Ireland, 
with implications for risk management 
frameworks, solvency and liquidity 
planning, governance structures and 
senior executive and Board member 
responsibilities and accountabilities. The 
new framework can be seen as a pre-
cursor to a harmonised European Recovery 
(and Resolution) Planning regime.
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https://www.centralbank.ie/news/article/regulations-requiring-recovery-plans-for-(re)insurers-published-27-April-2021
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Box 1: Recovery and Resolution Planning 
spectrum 
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A Recovery Plan is:
• Developed, drafted, owned and approved 

by the firm and is subject to ongoing 
scrutiny by the Regulator.

• Intended to support the firm mitigate or 
arrest financial deterioration, including 
capital and liquidity positions, and/or the 
deterioration in the risk profile of the firm, 
i.e. the plan should prolong the ability of 
the firm to continue in business.

A Resolution Plan is:
• Developed, drafted, owned and approved 

by the Regulator with inputs provided by 
the firm on an ongoing basis. 

• Intended to ensure an orderly workout 
where the Recovery Plan (and other 
risk management processes) fails and 
is designed to keep critical economic 
activities functioning following the failure 
of a firm. 



Overview of Central Bank 
requirements and changes from 
consultation phase
Our previous report on the new 
regulatory framework3 outlined the 
key components of the regulations, 
compared the prospective 
requirements with other sectors 
and highlighted some of the key 
challenges arising for firms from a 
regulatory, governance and operational 
perspective. 

The quantum of change from the draft 
regulations and guidelines (as published 
as part of the consultation phase) to the 
final regulations and guidelines is not 
particularly material, but some notable 
amendments have been made:

 • The Central Bank has removed the 
specific requirement for written 
confirmation from the parent or 
related undertaking to provide 
financial support, which was a 
particular area of focus for insurers. 
Whilst this requirement has been 
dropped, it is important to note that 
the regulator still expects a detailed 
feasibility and impact assessment to 
be completed where group support 
is identified as a potential recovery 
option. 

 • The requirement to include a run-
off scenario has been removed 
and instead, insurers are required 
to include closure to new business 
as a recovery option (or provide an 
explanation as to why this action 
would not be appropriate under any 
scenario).

 • The requirement for a scenario 
limiting the provision of group 
support (i.e. capital or liquidity 
supports) has been removed, but 
where group support is identified as a 
recovery option an obligation remains 
to complete a detailed assessment 
of capital and/or liquidity support 
and the identification of alternative 
measures should support not be 
forthcoming from the wider group.

It is also worth noting (and not 
surprising) that industry feedback 
focussed on the concept of 
proportionality in addition to the 
areas outlined above. The Central 
Bank recognised this feedback and 
has stressed that the principle of 
proportionality will be applied, but 
the practical implications of this for 
firms will be learning process for all 
stakeholders.

Key impacts and considerations for 
insurers
It is clear from both the finalisation of 
the new regulations for insurers, and 
lessons learned from the experience of 
banks and investment firms, that the 
new regulatory framework will pose a 
number of regulatory, technical and 
practical challenges for insurance firms. 

These include:

 • Designing and embedding a robust 
and efficient escalation process 
to support the identification 
of risks, indicator breaches 
and communications to senior 
management, the Board and the 
Central Bank of Ireland; 

 • Ensuring existing governance and 
risk management frameworks 
(e.g. terms of reference, 
management information) reflect 
new requirements and obligations 
on senior management and the 
Board;

 • Identifying meaningful indicators 
to support the identification of 
risks and the potential onset of a 
recovery scenario;

 • Identifying and assessing a 
sufficient suite of credible 
recovery options which will 
provide a basis for recovery to a 
business-as-usual position (i.e. 
arresting financial deterioration); 

 • Designing stress scenarios which 
provide a credible test of indicator 
frameworks and recovery options; 
and

 • Generating realistic calculations 
of the firm’s overall recovery 
capacity under base case and 
stress scenarios.

The design and development of 
documentation, and supporting 
processes, requires cross-functional 
inputs (including Risk, Finance, 
Operations and Actuarial) as well as 
the implementation of appropriate 
governance mechanisms, up to and 
including the Board. 
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Box 2: Recovery Planning Impacts 
Deloitte has significant practical experience working with insurers, banks and 
investment firms in the design and development of pre-emptive recovery 
plans. Lessons learned from previous experience suggests that the new 
Central Bank framework will pose a number of practical and developmental 
challenges for (re) insurers, including:

Completing a regulatory 
change analysis to identify 
gaps in risk management 
and governance practices

Demonstrating integration 
with the wider internal 
governance and risk 
management frameworks, 
including ORSA and the Risk 
Appetite Framework

Devising Recovery 
Scenarios which are aligned 
with – but not automatically 
transferrable from – the 
Own Risk and Solvency 
Assessment (ORSA)

Adapting or reinforcing 
existing pre-emptive 
recovery planning 
documentation to 
align with the new 
framework

Identifying a robust 
indicators framework 
and a realistic suite of 
management actions which 
can be tested and assessed 
through comprehensive 
scenario analysis

Educating senior 
management and 
Board members

Ensuring the role of 
the parent and other 
Group undertakings 
is clearly documented 
in the Recovery Plan 
and understood by 
the business (and 
regulator). This includes 
– critically – the role 
of Group in Recovery 
Options (e.g. the 
provision of capital)

Understanding 
the definition of 
proportionality as 
referred to in the 
consultation paper and 
how it applies to the (re) 
insurer
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How Deloitte can help
Deloitte has wide-ranging and 
market-leading Recovery Planning 
experience supporting Insurers, Banks 
and Investment Firms through the 
end-to-end development of Recovery 
Plan frameworks and documentation 
and through the provision of technical 
review and challenge of framework 
components.

Our multi-disciplinary team of SMEs 
from our Financial Risk, Regulatory 
Risk and Actuarial practices can 
support the design and embedding of 
governance and indicator frameworks, 

recovery options (including valuations) 
and scenario analysis. We can 
provide practical insights including 
through regulatory health checks 
of your framework, process and 
documentation.

Our local team is supported by our 
EMEA-wide Recovery and Resolution 
Planning (RRP) network of practitioners, 
including former prudential supervisors 
and resolution experts from across the 
globe, can provide best practice insights 
and technical support on all facets of 
your Recovery Plan framework.
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