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Version 2 - Detailed Assessment of L2 expected changes in the context of the SII 2020 review

The table in this document presents an overview of the areas in which changes to Level 2 legislation are expected. 
The second column of the table indicates whether the L2 change is dependent on amendments to L1 or not. 

Overview of all relevant background documents prepared by industry or EU stakeholders (EC/EP/Council/EIOPA/EGBPI)

!!! Note that the topic specific documents are listed in the table with the respective topics.!!!

Current legislative documents
· Solvency II Directive (2009/138/EC) - latest consolidated version 30/06/2021
· Solvency II Delegated Regulation (2015/35) - latest consolidated version 02/08/2022

EIOPA
· EIOPA Opinion on the 2020 review of SII (here)
· EIOPA Background document on the opinion on the 2020 review of Solvency II (here).

European Commission
· EC proposals in the context of the SII 2020 review (here)

Council
· Council general approach (here)

EGBPI
· ‘other topics’ presented during the EGBPI of 5 April 2022 (see ECO-SLV-22-153)
· Minutes EGBPI meeting on other topics, 5 April 2022 (ECO-SLV-22-195)
· Key messages ahead of EGBPI on 5 April (ECO-SLV-22-155)

Industry Position
· Views on EIOPA's opinion on the 2020 review (here)
· Views on the EC’s proposal for a Directive amending Solvency II (here)
· Updated internal position on LTG measures (ECO-SLV-23-045)



Table of L2 expected changes – organised per topic

	
	L1 Dependent? (Y/N)
	EIOPA/EC proposals and industry positions 
	L2
(SII DA/ITS/RTS)
	Comments/reference documents

	LTG measures
	
	
	
	

	Extrapolation
	Yes
	Potential changes expected 
New extrapolation methodology/formula following the EIOPA opinion on the SII review.
· Convergence/Alpha parameter will depend on the final level 1 text “For maturities of at least 40 years past the first smoothing point, the weight of the UFR shall be at least 75% or 85%”.
· 75% = “α” 10%-12%
· 85% = “α” 17%-21%
Residual volume criterion no change is foreseen.

Industry position 
· Residual volume criterion at 6% to be used to set the First Smoothing Point
· Convergence parameter of 20% for EURO/other currencies and 70% for SEK.

	Recital 21

Art 43-48

· EIOPA quarterly technical documentation (here) (L3)

	· EP draft compromise on LTG (ECO-SLV-23-053)
· EGBPI docs
· Focus on long-term guarantees measures (here), 
· EGBPI 24 February 2022 EC non-paper LTG (here),
· EGBPI 5 May 2022-Discussion paper on criteria for LTG measures (ECO-SLV-22-186)
· Update on Long-Term Guarantee measures (here)

	Volatility adjustment
	Yes
	Potential changes expected
Update in the spread underlying the volatility adjustment
Inclusion of an undertaking specific adjustment that could increase the risk-corrected spread (RSC) by a maximum of 150% (incompatible with macro VA).
Inclusion of a Credit Spread Sensitivity Ratio (CSSR). 
Euro countries can add a macro VA to the current VA. 
Inclusion of Rescale parameter.
Any changes to the Risk correction (RC) and inclusion of quality overshooting adjustment subject to L1 discussion. 

Industry position
· No change to RC calculation.
· Increase in the GAR to 85% (L1).
· IE supports the inclusion of the Rescale parameter, CSSR and Macro VA (the inclusion of the country scale parameter improves the macro-VA).
· Continuity of the methodology to determine corporate bond yield curves for currencies where there is not enough data available (EIOPA quarterly technical documentation 12.7.1). Maintain following text: Euro corporate bond yield curves can be adjusted by 1.5 times the difference between the euro RFR and the local currency RFR to determine corporate bond yield curves.
· Oppose modifications regarding governance/supervisory measures in the current process for (new) VA users.
	Art 49-51
EIOPA quarterly technical documentation (here) (L3)

	· EP draft compromises on LTG (ECO-SLV-23-053)
· EGBPI docs
· Focus on long-term guarantees measures (here), 
· EGBPI 24 February 2022 EC non-paper LTG (here),
· EGBPI 5 May 2022-Discussion paper on criteria for LTG measures (ECO-SLV-22-186)
· Update on Long-Term Guarantee measures (here)




	Matching Adjustment
	No
	 Changes expected
Remove limitations to the diversification benefits in the SCR calculation between MA portfolios and the rest of the undertaking (Art 216-217 and 234).
Clarify eligibility of restructured assets for MA portfolios (new article to be developed).
EC may adopt DA laying down criteria for assets to be eligible to be included in the portfolio of assets referred to in Dir Article 77b(1)(a) (Dir Art 86 (1a)).

Industry position
· Support EC/Council proposed changes

	Art 216-217, 
Art 234 
	EGBPI:
· 03/02/2022: Focus on long-term guarantees measures (here) 
· 24/02/2022: Non-paper LTG (here)
· 05/05/2022: ECO-SLV-22-186
· 01/06/2022: Update on Long-Term Guarantee measures (here)

EC
EC communication in the context of the SII review (here)


	Long-term equity (LTE) 
	Yes
	Potential changes expected 
· Remove the requirement for a separate management of the equity portfolio from the other activities of the u/king.
· Remove the requirement for the LTE portfolio to cover the best estimate and to identify the holding period of each LTE investment..
· Widen the geographical scope by allowing for both EEA and OECD markets to be in scope for the LTE classification with additional requirements on the portfolio composition..
· Provide a single solution for the requirement to prove the ability to avoid forced selling of the LTE portfolio.
· Provide an adequate number of options to undertakings to prove that they can avoid forced selling their LTE portfolio.
· In the case of EIOPA’s approach, Reduce a the Macaulay duration to of 96 years is suggested when assessing the liquidity of life (re)insurance and reinsurance liabilities.
· A ban in case of non-compliance with LTE criteria applied subject to certain conditions.
· Exclude participations.
· If a ban is introduced in case of non-compliance with the LTE criteria, then its duration should be for a maximum of a 12-month period and upon the supervisor’s discretion. 
· Remove the exclusion of participations from the scope of the LTE.

 Industry position
· Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed.
· Key outcome sought is a broadening of the criteria to enable a significant portion of equities to be eligible for inclusion.
· 
· Maintain existing position on LTE with the following key points (and try to coalesce around a single industry supported solution if possible):
· Remove the requirement for a separate management of the equity portfolio from the other activities of the u/king.
· Remove the requirement for the LTE portfolio to cover the best estimate.
· Widen the geographical scope without additional requirements on the composition of the LTE portfolio.
· Provide an adequate number of options to undertakings to prove that they can avoid forced selling their LTE portfolio.
· Reduce the Macaulay duration to 6 years when assessing the liquidity of life insurance and reinsurance liabilities.
· If a ban is introduced in case of non-compliance with the LTE criteria, then its duration should be for a maximum of a 12-month period and upon the supervisor’s discretion. 
· Remove the exclusion of participations from the scope of the LTE.
	Art 171a
	Article 171a was introduced in the Delegated Regulation 2019/981

EGBPI:
· 24/02/2022: Focus on LTE investments (here)
· 05/05/2022: ECO-SLV-22-187
· 01/06/2022: Discussion paper on criteria for LTE investments (here)

Industry position docs
Insurance Europe views on long-term equity criteria (ECO-SLV-22-077)


	Symmetric equity adjustment
	Yes
	Changes expected
· No changes are foreseen on the corridor based on last EGBPI meetings.
· The exclusion of unit-linked policies to be further discussed subject to changes on the corridor.

Industry position
· The application of the symmetric equity adjustment should be made optional. Otherwise,  unit-linked policies should be excluded from the application of the symmetric adjustment.
· Do not increase the corridor upwards (ie above +10%).
· Unit-linked policies should be excluded from the application of the symmetric adjustment.
	Art 172
	EGBPI:
· 24/02/2022: Non-paper LTG (here)
· 05/05/2022: ECO-SLV-22-186
· 01/06/2022: Update on Long-Term Guarantee measures (here)


	Additional disclosure in SFCR 
	yes
	Potential changes expected
Additional disclosure in SFCR on:
Existing transitional measures: Use and dependency from u/takings on the transitional measures. 
Extrapolation; LTG measures and sensitivity analysis of the extrapolation methodology (insurers disclose SCR ratio calculated using 5% alpha parameter and 10% alpha parameter if the implementation mechanism is in place.)
VA/MA: requirement to disclose solvency data without VA/MA (in professional section of SFCR)

Industry position
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed.
There is no need to restrict the future application of transitional measures and to increase public disclosure on the use and impact of the transitional measures.
Extrapolation: Strongly oppose disclosure of sensitivity analysis of a 5% convergence parameter 
VA/MA: The removal of the requirement to disclose solvency data without the VA/MA from the SFCR for policyholders should be extended to the SFCR for other market participants.
	Art 296
	


	Technical provisions
	
	
	
	

	Risk margin
	Yes
	Potential changes expected
Parameters and formula to be updated, consistent with,,  in line with agreement on L1:
Cost of Capital (if not addressed in L1)
Lambda factor (if not addressed in L1)
Industry position:
Support reduction in size and volatility of the risk margin by 50% through combination of changes to the CoC and lambda parameters

	DA Art 37
	EC communication in the context of the SII review (here)

	Best Estimate
	No



































Yes
	Changes expected
· Definitions (DA Art 1):
· future management actions 
· expected profits in future fees for servicing and management of funds
· Contract boundaries (DA Art 18(3) third subparagraph
· Clarification it is a right, and not an obligation to perform an assessment at individual contract level (regarding exception allowing extension of contract boundaries for contracts with individual risk assessment performed at inception).
· Clarification that the exception allowing for extension of contract boundaries for contracts where an individual risk assessment has been performed at inception, is to be applied only when the undertaking does not have the right legally/contractually to perform again the individual assessment.
· Expenses (DA Art 31(1) and (4)): 
· Clarification that expenses shall take into account overhead expenses to be incurred in servicing insurance and reinsurance obligations.
· Clarification that for the purpose of calculating expenses, new business should not be assumed in all cases, but only under realistic assumptions.
· EPIFP (DA Art 260(4)) 
· EPIFP – Homogeneous Risk Groups may both contain both profit and loss making policies, and should be offset against each other. And the impact of reinsurance should not be included.
· Prudent deterministic valuation is only to be used where the time value of options and guarantees, measures based on a prudent harmonised reduced set of scenarios (PHRSS), of the contracts concerned is below 5% of the SCR. (EC has to develop DA and EIOPA already launched work on this, and will be asked to develop a draft ITS (Dir Art 86(2a)).

Industry position
· IE supports: 
· the definition of future management actions, 
· amendment in the contract boundaries to clarify the right to perform assessment at individual level,
· Offsetting on EPIFPS.
· Amendments introduced to expenses on servicing insurance or reinsurance obligations.
· IE disagrees with:
· definition of expected profits,
· exception on extension of contracts boundaries 
· Expenses definition, consideration of AMBS decisions on new business.

 
· IE supports the use of the prudent deterministic approach; LRPU should be able to use this approach.	Comment by Insurance Europe: Members are invited to provide their views.

Based on previous position in better regulation response.

	
Art 1 





Art 18(3), para 3 














Art 31(1) and (4) 








Art 260(4)




EIOPA to develop draft ITS
 
	EIOPA initiated work on PHRSS (hereor M)

	SCR
	
	
	
	

	 Interest rate risk
	Yes
	Potential changes expected
· Stress parameters to be updated
Allow further decreases in interest rates in low or negative interest rate scenarios (but with a floor). Extrapolation methodology applies to the illiquidity part of the stressed curve. Level 2 text will describe the new methodology. 
· Transitional period up to 5 years. Level 2 should include the methodology behind the transitional.

Industry position	Comment by Insurance Europe: Members are invited to provide their views:

Secretariat proposes only to be active on IRR if the extrapolation of the stressed curves is not included in Level 1 text. Emerging position from Council and EP is positive outcome.

Members asked to confirm their views on the need for engagement with floor/cap and transition period.
· Changes to DA will be dependent on L1 discussions
· Support of new methodology to extrapolate stressed curves. 
· IE supports change in methodology with the Iinclusion of the following floor: 
Min(monthly EURO RFR – 0.1%)
· IE support the transition period of 5 years

	DA Art 166/167

	· EP draft compromises on LTG (ECO-SLV-23-053)
· EGBPI docs
· Focus on long-term guarantees measures (here), 
· EGBPI 24 February 2022 EC non-paper LTG (here),
· EGBPI 5 May 2022-Discussion paper on criteria for LTG measures (ECO-SLV-22-186)
· Update on Long-Term Guarantee measures (here)


	Risk Mitigation Techniques (RMT)

	No
	Changes expected
Non proportional reinsurance: recognition of Adverse Development Covers (ADC) as RMTs (DA Art 117)
Non-recognition of contingent capital instruments and convertible bonds as RMTs (Art 212)
New safeguards to ensure effective transfer of risks in case of reinsurance treaties (DA Art 210)
Review of the guidelines on basis risk and introduction of existing guidelines into legislation.
Add new rules on the prudential treatment of third country reinsurance, including on cases where risks are retroceded 
Recognition of state reinsurance/guarantees as RMT: (re)insurers should be allowed to recognize reinsurance schemes that transfer insurance risk to a MS government as having the same consequences as RMT using reinsurance contracts.

Industry Position
Support better recognition of non-proportional reinsurance/ADC.
Proposals on the non-recognition of contingent capital should be disregarded.
Support that any new safeguards to ensure effective transfer of risks in case of reinsurance treaties should reflect EIOPA’s final advice included in Opinion on the use of risk mitigation techniques 	Comment by Insurance Europe: GDV
Support a review of the guidelines on basis risk and oppose introduction of existing guidelines into legislation.
Oppose any changes which would impose restrictions on non-equivalent third-country reinsurers operating in Europe.
Support the Recognition of state reinsurance/guarantees as RMT.
Enable risk mitigation techniques for third-country undertakings operating in non-equivalent regimes and having CQS below 3 (Art 211, par 2, point c), while ensuring a suitably calibrated probability of default.	Comment by Insurance Europe: Members are invited to provide their views:

The secretariat proposes to remove the automatic restriction on third country undertakings that operate in non-equivalent regimes and have a credit quality step below 3. To align with the risk-based nature of Solvency II, the secretariat proposes granting eligibility to these undertakings for RMT purposes, subject to an appropriately calibrated probability of default.

	Art 117

 Art 212

Art 210







	EIOPA Opinion on use of RMTs (July 2021)
Romanian non-paper ECO-SLV-22-095)

Industry position
IE response to EIOPA consultation on RMT

	Counterparty default risk (CDR) submodule

	No
	Changes expected/Industry position
Support:
A simplified calculation for risk mitigating effect of derivatives (Art 196).
The calculation of a hypothetical SCR for fire, marine and aviation risk SCR (Art 196).
An improved recognition of partial guarantees on mortgage loans by the guarantor requiring the (re)insurance u/king to first pursue the obligor itself (Art 192(4)).

Do not support:
Changes on the prudential treatment of mortgage loans aimed at aligning the capital requirements under SII with those from the banking regulation (Art 192).
The inclusion of default and forborne loans under type 2 exposures of the CDR sub-module (Art 202).
	

Art 192
Art 196












Art 202

	
Insurance Europe views on the prudential treatment of mortgage loans under Solvency II (ECO-SLV-22-104)



	Further topics
	
	
	
	

	MCR
	No
	Changes expected/Industry position
No changes are needed in the area of solo MCR. In particular:
· The MCR corridor should not be changed (Art. 248).
· No changes are needed in the “alpha” and “beta” parameters applied to technical provisions and written premiums respectively for the calculation of the MCR (Annex XIX).
Clarifications aimed at improving the convergence of supervisory actions in case of an MCR breach are welcome (linked to Dir Art 139). 
EIOPA may develop guidelines for the actions that NSAs should take when they observe a failure to comply with the MCR or the risk of non-compliance (Dir Art 139 (4))
No changes to the supervisory ladder of intervention.

	Art. 248, Annex XIX, 










Possible EIOPA guidelines

	



	Macroprudential supervision
	Yes
	Potential changes expected
Concrete impact of inclusion of macroprudential aspects in ORSA, Prudent Person Principle, LRMP, Supervisory powers to remedy liquidity vulnerabilities in exceptional circumstances, supervisory measures to preserve the financial position of u/takings during exceptional market wide shocks and group level macroprudential tools.
EC mandates EIOPA to develop RTSs to specify content/frequency of solo/group LRMP (Dir Art 144a/246a)
EC mandates EIOPA to develop ITSs to specify the existence of exceptional sector-wide shocks (Dir Art 144c)
EIOPA to develop guidelines, after consulting ESRB, to provide consistent application of the article on supervisory powers to remedy liquidity vulnerabilities in exceptional circumstances (Dir Art 144b(6))

Industry Position
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed
The SCR should remain the only capital-based intervention point 
	




ITS and RTS to be developed
Guidelines to be developed

	Draft EP compromise macroprudential V2 (ECO-SLV-23-038)

	Sustainability in the Directive
	yes
	 Changes expected
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed (see also reporting/SFCR).

 Industry position	Comment by Insurance Europe: Secretariat 
to be updated in line with broader industry position on sustainability reporting
The industry supports risk-based changes and any changes should be consistent and avoid overlap with other legislation/legislative proposals in this area such as CSRD/CSDDD
	
	Draft EP compromise on sustainability and governance V2 (ECO-SLV-23-052)

Comment
If proposals are aligned with the Banking package, EIOPA could get a mandate to develop guidelines. In the Banking Package EBA is asked to issue guidelines, incl on the content of transition plans


	Cross Border Supervision
	yes
	 Changes expected
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed. However, limited changes expected to DA, as most is covered in the L1.

Industry position
Support for current EP compromise, which includes definition of significant cross border activity and the setup of collaboration platforms.
	
	Draft EP compromise cross border supervision V2 (ECO-SLV-23-036)



	Reporting and Disclosure
	yes
	
Industry position
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed.
IE does not support a the split of the SFCR Report as it is currently proposed, the SFCR for other market participants should only consist of the public QRTs.
There should be no disclosure requirement without VA/MA
No support forStrongly against external audit requirement
Risk-based thresholds should be easily determinable and should promote reporting stability. Frequent changes in the reporting scope due to risk-based thresholds should be avoided. 

Changes expected
SFCR Solo/Group (DA Art 290 – 303/ Art 359 – 371):
· SFCR split in two parts
· EC indicated that potential changes will largely follow EIOPA’s proposal, meaning there will also be changes to the required content/structure of the SFCR
· Following minimum external audit requirement EC may adopt delegated acts (Dir Art 51a(3))
Following change to Art 35 regarding information to be provided for supervisory purposes:
· EIOPA is requested to develop ITS regarding templates for the submission of information to NSAs, including risk-based thresholds. (Dir Art 35 (10)
· EIOPA is requested to prepare a report (in cooperation with ESAs/ECB) on potential measures to develop an integrated data collection to reduce areas of duplication/inconsistency between insurance sector reporting frameworks and other financial sectors; and to improve data standardisation/efficient sharing and use of data already reported (Dir Art 35(12)
Following Art 35a regarding ‘Exemptions and limitations to quantitative regular supervisory reporting granted by NSAs’ EIOPA is requested to develop guidelines to ensure the coherent and consistent application of paragraphs (Dir Art 35a (6)

	








Art 290 – 303 (solo)/ Art 359 – 371 (groups)







Draft ITS to be developed 


EIOPA to prepare report











Guidelines to be developed 

	Draft EP compromise reporting and auditing V2 (ECO-SLV-23-037)



	
	Yes
	SFCR content addressed to PH – changes expected
ESG/Sustainability risk reporting requirements? (underwriting/investments/transition plans)	Comment by Insurance Europe: Secretariat 
to be updated in line with broader industry position on sustainability reporting
Does NOT include impact with and without VA/MA

	Art 292a
	

	
	Yes
	SFCR content addressed to other market participants – changes expected
ESG/Sustainability risk reporting requirements?	Comment by Insurance Europe: Secretariat 
to be updated in line with broader industry position on sustainability reporting
Business and performance
Sys of governance 
· Removal of AMSB/fit & proper/risk management system/ORSA process/internal control system/actuarial function/system of governance information
Risk profile chapter is deleted 
Valuation for solvency purposes
· Removal of requirement to explain difference between local valuation method and SII
Capital management and risk profile
· Includes impact with and without VA/MA
· Impact with and without transitional
· Analysis of significant changes in OF
· Standardisation of the sensitivity of SCR only to be disclosed by groups/undertakings relevant for financial stability purposes (to be defined in guidelines). Art 297(2)(b) 
· Requirement to disclose whether DVA is used when using an IM.

	No specifics yet
Art 293
Art 294
Art 295 deleted
Art 296
Art 297
	

	
	No
	SFCR other aspects – changes expected
Language - Insurers under FoS/FOE contract, PH can require translation of SFCR part for PH within 10 working days
Means of disclosure - Requirement to inform NCAs of exact location where the SFCR report is already available on the website (or will be in due time) and requiring to keep NCAs updated of the information about the location in case of a change during the following three years;
NCAs/EIOPA may collect/extract/analyse/publicly disclose information from the corresponding SFCR reports. 
Require SFCR/RSR in a specific technical format, allowing for application of search function.
Include provision that in the SFCR section for other stakeholders information with equal scope/level of detail available in other public reports may be referenced, by means of a direct link. (no links allowed in the SFCR section for policyholders)

Industry position	Comment by Insurance Europe: Members are invited to provide their views.
Requirements for disclosure of the SFCR's exact location and use of direct links should be feasible, but requirement must be without added bureaucracy. The practical implementation of inclusion of links to other public reports is crucial, and extensive conditions should be avoided.
SFCR reports usage by NCAs/EIOPA should be combined with a requirement to assess  potential RSR requirement reduction.

	
Art 298bis (new)
Art 359(b)(i)
Art 302

Art 301(6)new 

Art 301(7)

Art 313




Art 290(3)
	

	
	No
	Single group SFCR – changes expected
Translation
Updates
EC to develop DA (Dir Art 256(4))
EIOPA to develop draft ITS on procedures/templates and means of disclosure of the single SFCR (Dir Art 256(5)
	Art 366
Art 369
Art 363
New article
Draft ITS to be developed

	

	
	yes
	(Increased) Deadlines – changes expected
(single) RSR – 18 weeks after end of firm’s financial year
QRTs – Annual within 16 weeks
SFCR
EC may adopt Delegated Acts to change deadlines in case of emergencies. (Dir Art 35b(4)/56)

Industry position
The deadline for Quarterly QRT reporting should also be increased.
In line with council agreement, Annual group submission should be extended to 22 weeks after the undertaking’s financial year end under Article 254 (3).
	Art 300, 312, 362, 368, 373
SFCR: Art 368
New article
	

	
	yes
	Single group RSR – changes expected
Option to have a single group RSR
Language requirements

Industry position
Support for the option to have a single group RSR

	New article

Art 372a(new)
Art 374(2)(4)
	

	
	
	RSR – changes expected
Elaborated on description of material changes
NSAs may require full description of specific sections, to be submitted within one month.
If there is no requirement to submit full RSR, firms shall have the option to report on material changes, if any. Companies willing to submit a full RSR should be allowed to do so.
Require SFCR/RSR in a specific technical format, allowing for application of search function.
Language: NSAs may agree to allow the use of another language
EC to adopt DA to further specify information to be reported regarding group RSR (Dir Art 256b (6)) 

	Art 304(1)(b)
Art 304(5)/Art 312(1)(abis2)
Art 312(3) 
Art 313
Art 374(4)
New articles

	

	
	yes
	Captives - changes expected
EC to adopt DA specifying the information to be reported following Dir Art 35 and criteria for limited supervisory reporting for captive (re)insurers (Dir Art 35(9)).
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed 
	New articles
	

	Proportionality
	yes
	Changes expected
LRPU would be allowed to (automatically) apply a number of proportionality measures (new DA articles).
EIOPA to develop guidelines to facilitate common supervisory tools (Dir Art 29(6)) and to update existing ITS/RTS/Guidelines/recommendations (Dir Art 29(3))
Incorporate into DA provisions, to allow all companies to recalculate immaterial submodules (excl market risk) of SCR only every three years. Based on EIOPA’s supervisory statement, as pushed strongly by the industry.

Industry position
As many proportionality measures as possible should be at the disposal of LRPU.
	
New articles

ITS/RTS/Guidelines/recommendations will have to be reviewed, in particular regarding LRPU 
EIOPA to develop guidelines

	Draft EP compromise proportionality V2 (ECO-SLV-23-035)
EIOPA’s supervisory statement on the application of the proportionality principle in the supervision of the SCR (April 2019 here) 



	Group supervision (based on EGBPI overview)
	yes
	Industry position
Changes to DA will be dependent on L1 discussions and need further assessment once these are agreed.
Support for the trigger inversion solution proposed by EC
Remove the risk-insensitive double-counting in the group SCR floor. 


Oppose requirement for SFCR to incorporate  an assessment of the effect on insurers' solvency when considering the unavailability of own funds derived from transitional measures at the group level. (Amend DA Art 359)

Changes Expected
Following change to Dir Art 92: 
· Treatment of Other Financial Services (DA Art 68(3)) to align the condition for non-deduction of OF from credit/financial institutions. 
· The EC shall adopt DA specifying the treatment of participations in financial/credit institutions regarding determination of OFs, including approaches to deductions from the basic OF of (re)insurers of material participations in credit/financial institutions (Dir Art 92(1a)).
Following change to Dir Art 226: Add references to ‘holding companies of third-country insurance and reinsurance undertakings in DA Art 335(1), points (a), (c) and (d):  holding companies of 3rd country insurers should be treated as insurers for the purpose of group solvency calculation.
Following change to Dir Art 228 (Clarification of the treatment of non-insurance financial u/takings, including banks, in the group solvency):
· Amend (streamline or delete) DA Article 329 as most rules would now be specified in the Directive
· Adjust references to entities from other financial sectors in DA Articles 335 and 336 as the Directive would specify that the total group SCR is the sum of the ‘consolidated group SCR’ and of the contribution from other financial sector entities.
Following change to Dir Art 229a/Art 224(b)  (Introduction of an allowance for a simplified but prudent approach for the consolidation of immaterial subsidiaries, subject to prior supervisory approval):
· New article to specify the technical details to the simplified approach set out in Article 229a(1), as well as the criteria based on which NSAs may approve the use of the simplified approach;

Following change to Dir Art 230 (group MCR/concept of encumbrance at group level for parent companies):
· If change in labelling is confirmed by co-legislators, use the term ‘Group MCR’ instead of ‘Minimum Consolidated Group SCR’ throughout the DA.
· Amend DA Art 331 to 333 to reflect updated rules on ‘encumbrance’.
Following change to Dir Art 233a (specification of the way group solvency should be calculated when a combination of methods 1 and 2 is used):
· Amend DA Art 341 to align with the proposed specification on the Minimum Consolidated Group SCR (group MCR in PCY’s compromise), eg to further specify own funds eligibility where appropriate.
· Possible new article to further specify rules governing group solvency calculation where a combination of methods is used.
Following change to Dir Art 234: EC shall adopt DA specifying:
· the technical principles and methods set out in Articles 220 to 229; 
· the application of Articles 230 to 233a, reflecting the economic nature of specific legal structures.

Following change to Dir Art 308b(17) (transitional measures):
· Amend DA Art 359 so that SFCR includes an assessment of the impact on insurers’ solvency of assuming that own funds stemming from transitional measures are unavailable at group level
· Amend DA Art 372 for the reporting of such assessment.
Partial Internal Models
· Specifying the conditions under which the partial integration technique n°1 referred to in Annex XVIII may be used to include undertakings outside the scope of the internal model;
· Specifying the requirements for using the other integration techniques listed in Annex XVIII;
· DA Art 328, Art 343 and Annex XVIII - Specifying the linkages between the assessment of the appropriateness of the partial integration technique n°1 and the deduction and aggregation method. In line with EIOPA’s opinion
Transparency and accountability
· Disclosure of the number of groups where Article 214 has been used to either waive group supervision or to exclude the top parent company (Annex XXI)
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Art 341



New Article












Art 359




Art 372



Art 330(1)



Art 330(1)(d)


Art 328, 343
Annex XVIII





Annex XXI
	Council non-paper group supervision 21 Feb 2022 (here)
EP draft compromise on group supervision (ECO-SLV-22-380)

	Group Supervision
	No
	
Industry position
EPIFP should not be included in the insurance group’s regular availability assessment processes

Changes Expected
Availability of group own funds (EPIFP):
· DA Art 330(1) Clarifying that EPIFP should be included in the insurance group’s regular availability assessment processes. In line with EIOPA’s Opinion
· DA Art 330(1) Deleting paragraph Article 330(1)(d), as this is a criterion for classification as own fund, not for availability. In line with EIOPA’s Opinion
· DA Art 330 (4) Complementing the list of non-available own funds to align with Dir Art 222(2). In line with EIOPA’s Opinion
· New DA Art 330(6) – introducing a relief, for the purpose of the availability assessment, groups may reduce the contribution of the ultimate parent company to the group SCR by discarding equity risk stemming from holding insurance participations. Such a change would improve group solvency, by allowing more non available own funds from subsidiaries to be taken into account at group level. In line with EIOPA’s Opinion.

New DA Art 330(4a) Specifying the way of calculating non-available minority interests from insurance subsidiaries. In line with EIOPA’s Opinion.

	

Art 330(1)



Art 330 (4)



Art 330(6)



New article















Art 330(4a)
	
EC communication in the context of the SII review (here)

	Other areas 
	
	
	
	

	Green deal

	No
	Changes expected
Data used for Best Estimate & Internal Models:
Clarification to state that insurers’ internal procedures should ensure avoidance of overreliance on data from past events with respect to climate change-related risks (new article)

	Art 20 
Art 231 
	




	SCR for expense risk

	No
	 Changes expected/industry position
DA Art. 140, point (a) and 157, point (a) on life and health SLT expense risk could be clarified such that expenses that are contractually fixed and cannot change would not be subject to the scenario set out in those articles.
IE supports this change and raised this issue with the EC in October 2021 (email)
	Art 140(a) and 157(a)
	

	ORSA
	No
	Changes expected/industry position
EIOPA’s view is that the rules on the overall solvency needs set out in DA Art 262(2) should be clarified. However, DA Article 262 can only be amended under the empowerment for RTS set out in Article 50(3) of the Solvency II Directive. This empowerment is not part of the current proposed changes to the SII directive, therefore EIOPA has stated the intention to develop draft RTS and the EC could consider such an RTS for adoption under a separate initiative. 
Position to be developed
	Art 262
	Industry position to be developed	Comment by Insurance Europe: Members are invited to provide views:
-GDV: Ok in principle, however, the exact wording must be watched critically


	Remuneration 
	No
	 Changes expected/industry position
the scope of the mandatory deferral of a substantial portion of the variable remuneration component in DA Art 275(2)(c) may be limited, taking into account the absolute and relative amount of variable remuneration received by the staff member. Subject to specific conditions 
 Position to be developed
	Art 275(2)(c)
	Industry position to be developed 	Comment by Insurance Europe: Members are invited to provide views:
-GDV: in favor of limiting the scope for mandatory deferral in accordance with EIOPAs opinion on the supervision of remuneration principles in the insurance and reinsurance sector (EIOPA-BoS-20-040).

	SCR Other



	No
	 Changes expected
Spread risk (DA Art 176) no change foreseen 
Recognition of partial guarantees in the spread risk.
Potential changes regarding securitisations 

Industry position
· IE support the extension of the Dynamic Volatility adjustment to the Standard formula to resolve the incorrect treatment of corporates bonds.
· IE supports the recognition of partial guarantees.
· IE supports the recalibration of the Solvency II capital requirements of securitised assets. 

	DA Art 176 


	


	
	No
	Changes expected
Property risk (DA Art 174) no change foreseen

Industry position
· IE support the re-calibration of the parameter; the risk charge should be 15% instead of 25%.
	DA Art 174 

	· EP draft compromise on LTG (ECO-SLV-23-053)

Comments
· The amendments to Dir Art 111 propose assessing the appropriateness of the methods, assumptions, and standard parameters when calculating the Solvency Capital Requirement by 2025 and every five years after.
· MEP Ferber proposed in Recital 83 to re-calibrate all the parameters heavily influenced by the UK market.

	
	No
	 Changes expected
Lapse risk (DA Art 142) no change foreseen

Industry position
· IE supports the re-calibration of the parameter

	DA Art 142 

	
· Same as property risk 


	
	No
	 Changes expected
Correlation between equity risk and interest rate risk

Industry position
· IE supports FA analysis on the appropriateness of the correlation parameter.

	Art 164 

	

	
	No
	 Changes expected
· Correlation between spread risk and interest rate risk. Changes to reduce the correlation parameter from 0.5 to 0.25 (in the downward scenario). 

Industry position
· IE supports the reduction and advocates for a further decrease to zero.
	Art 164 

	

	
	No
	Changes expected/industry position
· Allow geographical diversification DIV in the capital charge of catastrophe risk of non-proportional property reinsurance.
	Art 127
	

	
	No
	Industry position
The absolute amounts included in Level 2 shall be revised at frequent intervals (e.g. every five years in line with Article 300 of the Solvency II Directive) based on the percentage change in the Harmonised Indices of Consumer Prices of all Member States as published by the Commission. 
	New article
	Industry position to be developed	Comment by Insurance Europe: Members are invited to provide views (comment initially added under counterparty default risk):


The absolute amount related to mortgages should be subject to an indexation clause.

Currently, in the Regulation all absolute amounts are not subject to indexation while the amounts mentioned in the Directive are. This is inconsistent and not correct.
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