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Dear members,

Please find attached the updated draft Delegated Acts (in clean and track changes, both provided by the EC) which will be discussed at the next meeting of the Commission Experts Group on Banking, Payments and Insurance on 26 March 2014. 

Our first examination indicates that some of our priority issues have been improved.

Compared to the version circulated in January 2014 the following changes have been made by the European Commission:

Long term guarantees

Article 38bis, Recital 20: further details on the method for determination of the credit risk adjustment
Recital 21: further details on the method for determination of the last liquid point for the euro
Articles 41, 41bis, 41ter: further details on the determination of the volatility adjustment
Articles 42ter, 42quater, Recital 22: further details on the calculation of the matching adjustment

Long term investments

Article 147: deletion of the minimum downward interest rate stress, avoiding the occurrence of negative stressed interest rates
Article 156 (4bis): recognition of collateral as risk-mitigation technique in spread risk for unrated exposures
Article 159 (g)(1): recognition of securitisations of fully guaranteed residential loans as type 1 securitizations
Article 159bis (1): new calibration of spread risk factors for high-quality securitisation, avoiding overreliance on crisis data
Article 149: modifications concerning the treatment of European Venture Capital Funds (as announced in the January meeting) and the treatment of closed-ended, unleveraged alternative investment funds
Articles 163 (2)(e), 170 (3)(e): modifications concerning the spread risk and concentration risk on exposures guaranteed by the European Investment Bank and European Investment Fund

Other topics

Article 59(3)(a)(iii): alignment on the banking regulation regarding the treatment of remuneration caps in own fund items issued by mutual undertakings 
Article 122 (1): clarification on the conditions for HRES
Article 144ter: inclusion of an EIOPA method for taking account of material basis risk in risk-mitigation techniques
Article 175: introduction of a factor taking account of the simultaneous occurrence of underwriting events in counterparty risk
Article 321 (1)(f): introduction of the equivalence status of third countries as an additional element to consider for the supervisory assessment of the appropriateness of the D&A method
Article 369: introduction of a review clause for the standard formula and undertaking specific parameters

This updated draft also includes further amendments on proportionality (eg recital 1, Article 6 on valuations, Articles 294 and 353 on regular reporting, Articles 258 and 261 on the internal audit function).

Please note that the ANNEX CAT has not changed compared with the last version and therefore it has not been recirculated.

Next steps
The Secretariat will send by the beginning of next week a first analysis of the changes in the text, focusing on Insurance Europe priority issues, along with a time-table for responses/actions, including an Ecofin call to discuss next steps.

In the meantime, members are requested to send their feedback on this new version to ecofin@insuranceurope.eu. Early feedback will be appreciated. 


Yours sincerely,
The Solvency II team
© Reproduction in whole or in part of the content of this document and the communication thereof are made with the consent of Insurance Europe, must be clearly attributed to Insurance Europe and must include the date of the Insurance Europe document.
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