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Dear members,

Please find attached (ECO-SLV-14-321) the latest draft Solvency II Delegated Acts (July 2014) that the EU Commission circulated to Member States and intends to adopt/publish in September.

According to our information, the latest draft does not only include editorial changes (e.g. renumbering) and amendments made following the March meeting with Member States, but also amendments following the interservice consultation within the EU Commission and amendments to ensure consistency with banking sector rules.
 
First preliminary analysis

The Secretariat has done a preliminary and quick analysis of the changes in this document compared to the 14 March version, which highlighted that
It seems that there are no changes on risk-free rate aspects
With regards to Own Funds, there is one change that is perceived as being negative on the incentives to repay or redeem allowed for Tier 2 and Tier 3 (this was a point that we had identified and raised for EIOPA’s Guidelines). There is one positive change as Tier 2 and Tier 3 are now both explicitly allowed for covering the MCR, as long as their proportion is not upper than 20%
Regarding Interest Rate risk, there is one improvement as the decrease shall be nil for negative basic risk-free interest rates.
No changes on Currency risk
Between the October 2011 and July 2014 versions, the comparison of the proposed capital charges of securitisations (per year of duration) is as follows (this is positive)
	 Draft DAs
	AAA
	AA
	A
	BBB

	October 2011
	7
	16
	19
	20

	Jan-14
	4.3
	8.5
	14.8
	20

	Mar-14
	2.1
	4.2
	7.4
	8.5

	Jul-14
	2.1
	3
	4
	5


It seems that there are no changes related to the treatment of Ring Fenced Funds and Matching Adjustment portfolios – there is still no diversification allowed (Standard Formula)
The Internal Audit Function independency issue remains as this version says that the persons who carry out the internal audit function may carry out other key functions if some conditions are met (see Article 261)
There is no change on the issue related to Equivalence: the choice of the method to calculate group solvency remains based on the same criteria
The review process seems to have been moved from its original place in the text (and maybe removed)


Next steps 

We would appreciate that members let us know, should they remark any other changes.

Yours Sincerely,

The Solvency II team
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