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1 Introduction 

1.1 Purpose 

1. The purpose of this draft Level 1 document is to set out the overarching principles and concepts 

for the Aggregation Method (AM). This document describes
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2.1 Inventory & Group Financials 
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supervisors to conduct jurisdictional analysis. Individual entity level ri



 
 
AM Draft Level 1 Document  Page 7 of 8 

30 November 2020 

to be tested. Each scaling methodology will indicate one scalar per entity category to be used for 

the full term of the annual AM Data Collection. Based on an assessment of the data and the annual 

AM Data Collection process, a decision will be made as to which scaling methodology to use in 

the final version of the AM. The goal is to select a scaling methodology for the final AM that is 

meaningful from a prudential point of view, relevant for the monitoring of financial soundness 

and helps provide comparable outcomes to the ICS. AM results from the annual AM Data 

Collection will be recalculated using the selected set of scalars. Until such a determination is 

made, the provisional AM will use scalars of 100% as a placeholder.  

26. Descriptions of the methodologies used to determine each set of scalars (and factors) will be 

provided in the Level 2 document. The options to be tested will include a number of approaches. 

The final scaling methodology will either be one of the tested methodologies or some 

combination/variation that falls within the range of options under consideration. A complete list 

of entity categories and their scalars/factors under each methodology will be set out in the Level 

3 documentation. 

2.4 Capital Resources 

2.4.1 General Considerations 

27. Capital resources have one tier with two components: financial instruments and available capital. 

Qualifying financial instruments are determined using a common set of criteria at the group-level. 

Available capital is determined at the legal entity level and becomes an input to the aggregated 

amount. Any capital element (other than a financial instrument) that is not recognized as available 

capital in the local statutory valuation will also be excluded from capital in the AM. 

2.4.2 Recognition of Financial Instruments 

28. The AM recognition of a financial instrument is based on consideration of a number of criteria 

focused on five key principles: 

¶ loss absorbing capacity (on a going concern basis and/or in winding-up) 

¶ subordination 

¶ availability to absorb losses 

¶ permanence 

¶ absence of both encumbrances and mandatory servicing costs 

29. The list of criteria for recognition will be specified in the Level 2 document. 

2.4.3 Application of Limits to Recognition of Debt 

30. The amount of qualifying financial instruments recognized is subject to a limit. This limit and its 

calculation will be specified in the Level 2 document. In addition, a range of limits will be 

analyzed during the monitoring period before determining the final version of the AM. 

2.5 Aggregation 

31. After application of adjustments and scaling, the IAIG’s available and required capital are 

aggregated by entity category. 
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