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Recitals

(24)
[IM7] In order to derive the excess of assets for the purpose of classifying own fund items into tiers, insurance and reinsurance undertakings should take the excess of assets over liabilities, valued in accordance with Article 75 and Section 2 of Directive 2009/138/EC and separate this into amounts corresponding to capital items in their financial statements and a reconciliation reserve. The reconciliation reserve may be positive or negative. 
(28)
[IM28] As the expected profits included in future premiums of existing non-life insurance and reinsurance contracts are recognised in the eligible own funds of insurance and reinsurance undertakings, the non-life underwriting risk module should capture the lapse risk relating to non-life insurance and reinsurance contracts.

Article 1bis

Definitions

For the purpose of this Regulation, the following definitions shall apply:

(8)
'the expected profit included in future premiums' means the expected present value of future cash-flows which result from the inclusion in technical provisions of premiums relating to existing insurance and reinsurance contracts that are expected to be received in the future, but that may not be received. The non-receipt of premiums shall be for any reason other than because the insured event has occurred.
(9)
'surrender' means all possible ways to fully or partly terminate the contract, including: 
(i)
surrender with or without the payment of a surrender value; 
(ii) 
change of the insurance or reinsurance undertaking by the policy holder; 
(iii) 
termination of the policy resulting from the policy holder's refusal to pay the premium;
(10)
'discontinuance' means surrender, lapse without value, making a contract paid-up,  automatic non-forfeiture provisions or exercising other discontinuity options or not exercising continuity options;  
(11)
'discontinuity options' mean all legal or contractual policy holder rights to fully or partly terminate, surrender, decrease, restrict or suspend insurance cover or permit the insurance policy to lapse;
(12)
'continuity options' mean all legal or contractual policy holder rights to fully or partly establish, renew, increase, extend or resume insurance or reinsurance cover.
Article 58bis COF1bis

(Article 94(1) of Directive 2009/138/EC)

Reconciliation Reserve

 (1)
The reconciliation reserve referred to in point (1)(f) of Article COF1 shall equal the total excess of assets over liabilities reduced by:

(a) 
the amount of own shares held by the insurance and reinsurance undertaking;

(b)
the foreseeable dividends and distributions;

(c)
the basic own-fund items included in points (a) to (e) of Article COF1, paragraph 1 of Article COF3 and paragraph 1 of Article COF7;

(d)
the restricted own-fund items that exceed the notional Solvency Capital Requirement in the case of ring-fenced funds in accordance with Article RFFOF2(2).
(e)
the amount of participations held in financial and credit institutions as referred to in Article 92(2) of Directive 2009/138/EC deducted in accordance with Article POF1. 

(2)
The reconciliation reserve shall include the amount of the excess of assets over liabilities that corresponds to the expected profit included in future premiums, to the extent that this is not already included in points (c) or (d) of paragraph 1. 

(3)
The determination of whether, and to what extent, the reconciliation reserve meets the criteria set out in Article COF2 shall not assess the permanent availability and subordination of the assets and liabilities that are included in computing the excess of assets over liabilities or the underlying items in the undertakings' financial statements.  

Article 85 NLUR5

(Art. 105(2) of Directive 2009/138/EC)

Non-life lapse risk sub-module

The capital requirement for the non-life lapse risk sub-module referred to in point (c) of Article NLUR1(1) shall be equal to the loss in basic own funds of insurance and reinsurance undertakings resulting from a combination of the following:

(a)
the discontinuance of 30 % of the insurance policies for which discontinuance would result in an increase of technical provisions without the risk margin.

(b)
where reinsurance contracts cover insurance or reinsurance contracts that will be written in the future, the decrease of 30 % of the number of those future insurance or reinsurance contracts used in the calculation of technical provisions.

The stresses referred to in points (a) and (b) shall apply uniformly to all insurance and reinsurance contracts concerned. In relation to reinsurance contracts the stress referred to in point (a) shall apply to the underlying insurance contracts.


Article 113 LUR7

(Art. 105(3) of Directive 2009/138/EC)

Lapse risk sub-module

…
(6)
The capital requirement for mass lapse risk shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from the following combination of instantaneous changes:

(a)
the discontinuance of 70 % of the insurance policies falling within Article 2(3)(b)(iii) and (iv) of Directive 2009/138/EC, for which discontinuance would result in an increase of technical provisions without the risk margin and where the policy holder is either:

· a natural person and discontinuance of the policy is not subject to approval by the beneficiaries of the pension fund; or

· a natural person acting for the benefit of the beneficiaries under those policies, but excluding policies in respect of which there is a family relationship between that natural person and the beneficiaries, and policies effected for private estate planning or inheritance purposes in circumstances where the number of beneficiaries under the policy does not exceed 20; 

(b)
the discontinuance of 30 % of the insurance policies other than those falling within point (a) for which discontinuance would result in an increase of technical provisions without the risk margin.

(c)
where reinsurance contracts cover insurance or reinsurance contracts that will be written in the future, the decrease of 30 % of the number of those future insurance or reinsurance contracts used in the calculation of technical provisions. 

The stresses referred to in points (a) to (c) shall apply uniformly to all insurance and reinsurance contracts concerned. In relation to reinsurance contracts, the stress referred to in point (a) shall apply to the underlying insurance contracts. 





(7)
Notwithstanding paragraph 1, where the largest of the capital requirements referred to in points (a) to (c) of paragraph 1 and the largest of the corresponding capital requirements calculated in accordance with Article ALAC2(2) are not based on the same scenario, the capital requirement for lapse risk referred to in point (f) of Article 105(3) of Directive 2009/138/EC shall be the capital requirement referred to in points (a) to (c) of paragraph 1 for which the underlying scenario results in the largest corresponding capital requirement calculated in accordance with Article ALAC2(2).

Article 123 HUR7

(Art. 105(4) of Directive 2009/138/EC)

NSLT health lapse risk sub-module

The capital requirement for NSLT health lapse risk referred to in point (b) of Article HUR2(1) shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from the combination of the following changes:

(a)
the discontinuance of 30 % of the insurance policies for which discontinuance would result in an increase of technical provisions without the risk margin; 
(b)
where reinsurance contracts cover insurance or reinsurance contracts that will be written in the future, the decrease of 30 % of the number of those future insurance or reinsurance contracts used in the calculation of technical provisions. 

The stresses referred to in points (a) and (b) shall apply uniformly to all insurance and reinsurance contracts concerned. In relation to reinsurance contracts the stress referred to in point (a) shall apply to the underlying insurance contracts.

Article 133 HUR16

(Art. 105(4) of Directive 2009/138/EC)

SLT health lapse risk sub-module

…

(6)
The capital requirement for SLT health mass lapse risk shall be equal to the loss in basic own funds of insurance and reinsurance undertakings that would result from the combination of the following instantaneous changes:

(a)
the discontinuance of 30 % of the insurance policies for which discontinuance would result in an increase of technical provisions without the risk margin;

(b)
where reinsurance contract covers insurance or reinsurance contracts that will be written in the future, the decrease of 30 % of the number of those future insurance or reinsurance contracts used in the calculation of the technical provisions.

The stresses referred to in points (a) and (b) shall apply uniformly to all insurance and reinsurance contracts concerned. In relation to reinsurance contracts the stress referred to in point (a) shall apply to the underlying insurance contracts.





(7)
Notwithstanding paragraph 1, where the largest of the capital requirements referred to in points (a) to (c) of paragraph 1 and the largest of the corresponding capital requirements calculated in accordance with Article ALAC2(2) are not based on the same scenario, the capital requirement for lapse risk referred to in point (f) of Article 105(3) of Directive 2009/138/EC shall be the capital requirement referred to in points (a) to (c) of paragraph 1 for which the underlying scenario results in the largest corresponding capital requirement calculated in accordance with Article ALAC2(2).


Article 252  SG4

(Article 44 (2) of Directive 2009/138/EC)

Risk management areas
(d) Liquidity risk management: 

…

(iii) 
a plan to deal with changes in expected cash in-flows and out-flows, which shall include the quantity of the expected profit included in future premiums as calculated in accordance with paragraph 2 and a qualitative assessment of that calculation. 
…

(2) 
The expected profit included in future premiums shall be calculated as the difference between the technical provisions without a risk margin calculated in accordance with Article 77 of Directive 2009/138/EC and a calculation of the technical provisions without a risk margin under the assumption that the premiums relating to existing insurance and reinsurance contracts that are expected to be received in the future are not received. The non-receipt of premiums shall be for any reason other than because the insured event has occurred. This calculation shall be carried out separately for the homogenous risk groups used in the calculation of the technical provisions, provided that the insurance and reinsurance obligations in those homogenous risk groups are also deemed to be homogeneous in relation the expected profit included in future premiums. Profitable obligations shall only be offset against obligations which do not generate a profit within those homogenous risk groups. Where the insurance and reinsurance obligations in those homogenous risk groups are not deemed to be homogeneous in relation the expected profit included in future premiums, the calculation shall be carried out on a per policy basis. In that case, no offsetting between profitable obligations and obligations which do not generate a profit shall be permitted. 
Article 286 PDS5
(Art. 51(1)(c) of Directive 2009/138/EC)

Risk Profile
Insurance and reinsurance undertakings shall disclose qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately for the following categories of risk:

---


(4bis)
With regard liquidity risk, the total amount of the expected profit included in future premiums as calculated in accordance with Article 252(2).   

Article 298 SRS5

(Art. 35(2)(a)(i) of Directive 2009/138/EC)

Risk Profile

(1) Insurance and reinsurance undertakings shall report qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately for the following categories of risk:

---

(4bis) 
With regard to their liquidity risk, insurance and reinsurance undertakings shall report the expected profit included in future premiums as calculated in accordance with Article 252(2) for each line of business, the result of the qualitative assessment referred to in Article 252(1)(d)(iii) and a description of the methods and main assumptions used to calculate the expected profit included in future premiums; 

