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Working document EIOPC/SEG/IM22/2010
DRAFT COMMISSION DOCUMENT ON 
THE OPERATIONAL RISK MODULE UNDER THE SOLVENCY II DIRECTIVE 2009/138/EC
Important note: This document is a working document of the Commission services for discussion. 

It does not purport to represent or pre-judge the formal proposals of the Commission
Having regard to the Treaty (…),

Having regard to the Directive 2009/138/EC (…), and in particular Article 107 and 111 thereof,

Whereas:

TITLE S
INSURANCE AND REINSURANCE UNDERTAKINGS
CHAPTER SCR
RULES RELATING TO THE SOLVENCY CAPITAL REQUREMENT STANDARD FORMULA
SECTION XX
OPERATIONAL RISK
Article OR1
(Art. 107 of Directive 2009/138/EC)
Operational risk module
1. The capital requirement for operational risk module shall be equal to the following:
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where 
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 denotes the capital charge for operational risk, BSCR denotes the Basic Solvency Capital Requirement, Op denotes the basic operational risk charge and 
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Exp

denotes the amount of expenses incurred during the last year in respect of life insurance contracts where the risk is borne by policy holders .

2. The basic operational risk charge shall be equal to the following:
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where 
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Op

 is the risk charge for operational risks based on earned premiums for products other than life insurance contracts where the investment risk is borne by the policyholders and 
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Op

  is the risk charge for operational risks measured based on technical for products other than life insurance contracts where the investment risk is borne by the policyholders.

The risk charge for operational risks based on earned premiums shall be calculated as follows:
Oppremiums = 0.04 ∙ (  Earnlife  – Earnlife-ul ) +

0.03  ∙ Earnnon-life +

max (0, 0.04  ∙ ( ∆Earnlife – ∆Earnlife-ul )) + 

max (0, 0.03  ∙ ∆Earnnon-life ) 
The risk charge for operational risks based on technical provisions shall be calculated as follows:
 Opprovisions = 0.0045  ∙ (  TPlife  – TPlife-ul ) +

           0.03  ∙ TPnon-life +

           max (0, 0.0045  ∙ (∆TPlife – ∆TPlife-ul ))  +

           max (0, 0.03  ∙ ∆TPnon-life) 

where the definitions of the terms are as set out in Annex OR.
ANNEX OR - Definitions
	∆Earn
	=
	Difference between the earned premiums of the last year and the earned premiums of the year before the last year, to the extent the difference exceeds 10% of the earned premium of the year before the last year. For the purpose of this calculation premiums ceded to reinsurance  and special purpose vehicles shall not be deducted. No compensation shall be allowed between life and non-life changes.

	∆TP
	=
	Difference between the current technical provisions and the technical provisions set up one year ago, to the extent the difference exceeds 10% of the technical provisions set up one year ago. For the purpose of this calculation technical provisions shall not include the risk margin and be without deduction of recoverable from reinsurance contracts and special purpose vehicles. No compensation shall be allowed between life and non-life changes.

	Earnlife
	=
	Total earned premium during the last year for life insurance obligations as referred to in Article TP26 and Annex I [of IM13], including life insurance obligations where the investment risk is borne by the policy holders, without deducting premium ceded to reinsurance and special purpose vehicles 

	Earnlife-ul
	=
	Total earned premium during the last year for life insurance obligations where the investment risk is borne by the policy holders as referred to in Article TP26 and Annex I [of IM13] without deducting premium ceded to reinsurance and special purpose vehicles 

	Earnnl
	=
	Total earned non-life premium during the last year for non-life insurance obligations as referred to in Article TP26 Annex I of [IM13], without deducting premiums ceded to reinsurance and special purpose vehicles. 

	TPlife
	=
	Total life insurance obligations including life insurance obligations where the investment risk is borne by the policy holders and obligations of health insurance pursued on a similar technical basis to that of life insurance as referred to in Article TP26 and Annex I [of IM13]. For the purpose of this calculation technical provisions shall not include the risk margin, shall be without deduction of recoverable from reinsurance contracts and special purpose vehicles and have a floor equal to zero 

	TPlife-ul
	=
	Total life insurance obligations for life insurance obligations where the investment risk is borne by the policy holders as referred to in Article TP26 and Annex I [of IM13]. For the purpose of this calculation technical provisions shall not include the risk margin, shall be without deduction of recoverable from reinsurance contracts and special purpose vehicles and have a floor equal to zero

	TPnl
	=
	Total non-life insurance obligations including obligations of health insurance pursued on a similar technical basis to that of non-life insurance and excluding obligations similar to life on non-life contracts such as annuities as referred to in Article TP26 and Annex I [of IM13]. For the purpose of this calculation technical provisions shall not include the risk margin, shall be without deduction of recoverable from reinsurance contracts and special purpose vehicles and have a floor equal to zero 
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