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Having regard to the Treaty (…),

Having regard to Directive 2009/138/EC (…), and in particular Article 114 and 127 thereof,

Whereas:

TITLE S
INSURANCE AND REINSURANCE UNDERTAKINGS
CHAPTER IM
SOLVENCY CAPITAL REQUIREMENT - FULL AND PARTIAL INTERNAL MODELS

SECTION 1

SOLVENCY CAPITAL REQUIREMENT - FULL AND PARTIAL INTERNAL MODELS

Article IM1

(Article 112 and 113 Directive 2009/138/EC)

Application to calculate the Solvency Capital Requirement using a full or partial internal model 

1. The application by an insurance or reinsurance undertaking to calculate the Solvency Capital Requirement using a full or partial internal model shall be provided to the supervisory authorities in writing in the official language or one of the official languages of the Member State or in a language approved by the supervisory authorities. . 

2. In the application to use a full or partial internal model to calculate the Solvency Capital Requirement insurance and reinsurance undertakings shall submit, as a minimum, documentary evidence that the internal model fulfils the requirements set out in Articles 101 and 120 to 125 of Directive 2009/138/EC. Insurance and reinsurance undertakings shall include, at least, the following documents in their application to use a full or partial internal model:

(d) the definition of major business unit used by the insurance or reinsurance undertaking, where it is different to the definition set out in the third paragraph of Article TSIM17; 

SECTION 2
TESTS AND STANDARDS FOR THE USE OF AN INTERNAL MODEL FOR THE CALCULATION OF THE SOLVENCY CAPITAL REQUIREMENT

SUBSECTION 2

STATISTICAL QUALITY STANDARDS

Article TSIM7
(Art. 121 of Directive 2009/138/EC)

Probability distribution forecast
2.
Insurance and reinsurance undertakings shall calculate a probability distribution forecast of a partial internal model at the highest level of aggregation of the components of the partial internal model concerned. If a partial internal model consists of different components which are not aggregated within the partial internal model, a probability distribution forecast shall be calculated for each module. 
SUBSECTION 3

CALIBRATION  STANDARDS

Article TSIM16 bis

(Art. 122 of Directive 2009/138/EC)

Integration of the partial internal model into the Solvency Capital Requirement standard formula

1. In order to fully integrate the partial internal model into the Solvency Capital Requirement standard formula, insurance and reinsurance undertakings shall use
2.  the correlation matrices of the standard formula set out in Annex IV of Directive 2009/138/EC and Chapter SCR unless the undertaking demonstrates to the supervisory authorities that it is not possible or appropriate for one or several of the following reasons
3. :

(a) the resulting Solvency Capital Requirement does not comply with Articles 100 to 102 of Directive 2009/138/EC;

(b) the resulting Solvency Capital Requirement does not appropriately reflect the risk profile of the insurance or reinsurance undertaking; or
(c) the structure of the partial internal model does not allow its integration with the standard formula by using the correlation matrices set out in Annex IV of Directive 2009/139/EC and Chapter SCR. 
4. In the event that the insurance or reinsurance undertaking demonstrates to the supervisory authorities that it would not be possible or appropriate to use the correlation matrices of the standard formula set out in Annex IV of Directive 2009/139/EC and Chapter SCR in accordance with paragraph 1, insurance and reinsurance undertakings shall use the most appropriate integration set out in the relevant technical standards.
5. Where the insurance or reinsurance undertaking demonstrates to the supervisory authorities that it is not possible or appropriate to use any of the integration techniques set out in the relevant technical standards in accordance with paragraph 1, the insurance and reinsurance undertakings may, subject to the approval of the supervisory authorities, use an alternative integration technique.  
In such case the alternative integration technique shall result in a Solvency Capital Requirement that complies with the principles set out in Articles 100 to 102 of Directive 2009/138/EC and which appropriately reflects the risk profile of the insurance or reinsurance undertaking

6. 
(a) 
(b) 
(c) 
 SUBSECTION 4

PROFIT AND LOSS ATTRIBUTION

Article TSIM17
(Art. 123 of Directive 2009/138/EC)

Profit and loss attribution
7. For the purpose of the profit and loss attribution in accordance with Article 123 of Directive 2009/138/EC, insurance and reinsurance undertakings shall specify in an appropriate manner the following:

(d) profit and loss;

(e) the major business units of the insurance or reinsurance undertaking;

(f) the risk categories used for the profit and loss attribution;

(g) the attribution of the overall profit or loss to the risk categories and business units.

8. The specification of profit and loss shall be consistent with the increase and decrease of the monetary amount underlying the probability distribution forecast that the internal model of the insurance or reinsurance undertaking is based on.

9. Major business unit means a segment of the insurance and reinsurance undertaking that in accordance with the nature, scale and complexity of its inherent risks operates independently from other parts of the undertaking and has dedicated governance resources and procedures within the undertaking and that the risks inherent in that segment of the insurance or reinsurance undertaking are material in relation to the risks inherent in the whole business of the undertaking. 
10. Where an insurance or reinsurance undertaking justifies that this definition is not appropriate to their business, the undertaking shall include in the application to calculate the Solvency Capital Requirement using a full or partial internal model the definition of major business unit that the undertaking proposes to use. 
11. The specification of the risk categories used for the profit and loss attribution shall be adequate, and sufficiently granular, for the purpose of risk-management and decision-making in accordance with Article 120 of Directive 2009/138/EC. The categorisation of risk shall distinguish between risks covered by the internal model and risks not covered by the internal model.  

SUBSECTION 5

VALIDATION STANDARDS

Article TSIM18
(Art. 124 of Directive 2009/138/EC)
Validation process
3.
(h)
in the case of a partial internal model, the scope of the model, the integration technique to integrate the partial internal model into the standard formula and its appropriateness. 


SUBSECTION 6

DOCUMENTATION STANDARDS
Article TSIM20

(Art. 125 of Directive 2009/138/EC)
General provisions

4.
In the case of a partial internal model, the requirement referred to in paragraph 1 shall additionally cover compliance with Article 113 of Directive 2009/138/EC, in particular in relation to the justification of the limited scope of the model and the integration technique used to integrate the partial internal model into the standard formula. 
EN

 
EN


