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(a) the proportion of Tier 1 items in the eligible own funds is higher than one third of the total amount of
eligible own funds;

(b) the eligible amount of Tier 3 items is less than one third of the total amount of eligible own funds.

2. As far as compliance with the Minimum Capital Requirement is concerned, the amount of basic own-fund
items eligible to cover the Minimum Capital Requirement which are classified in Tier 2 shall be subject to quan-
titative limits. Those limits shall be such as to ensure, as a minimum, that the proportion of Tier 1 items in the
eligible basic own funds is higher than one half of the total amount of eligible basic own funds.

3. The eligible amount of own funds to cover the Solvency Capital Requirement set out in Article 100 shall
be equal to the sum of the amount of Tier 1, the eligible amount of Tier 2 and the eligible amount of Tier 3.

4. The eligible amount of basic own funds to cover the Minimum Capital Requirement set out in Article 128
shall be equal to the sum of the amount of Tier 1 and the eligible amount of basic own-fund items classified in
Tier 2.

Article 99

Delegated acts on the eligibility of own funds

The Commission shall adopt delegated acts in accordance with Article 301a laying down:
(a) the quantitative limits referred to in Article 98(1) and (2);
(b) the adjustments that should be made to reflect the lack of transferability of those own-fund items that

can be used only to cover losses arising from a particular segment of liabilities or from particular risks
(ring-fenced funds).

SECTION 4

Solvency capital requirement

SUBSECTION 1

General provisions for the solvency capital requirement using the standard 
formula or an internal model

Article 100

General provisions

Member States shall require that insurance and reinsurance undertakings hold eligible own funds covering the
Solvency Capital Requirement.
The Solvency Capital Requirement shall be calculated, either in accordance with the standard formula in Subsec-
tion 2 or using an internal model, as set out in Subsection 3.

Article 101

Calculation of the Solvency Capital Requirement

1. The Solvency Capital Requirement shall be calculated in accordance with paragraphs 2 to 5.

2. The Solvency Capital Requirement shall be calculated on the presumption that the undertaking will pursue
its business as a going concern.

3. The Solvency Capital Requirement shall be calibrated so as to ensure that all quantifiable risks to which an
insurance or reinsurance undertaking is exposed are taken into account. It shall cover existing business, as well
as the new business expected to be written over the following 12 months. With respect to existing business, it
shall cover only unexpected losses.
It shall correspond to the Value-at-Risk of the basic own funds of an insurance or reinsurance undertaking subject
to a confidence level of 99,5% over a one-year period.

4. The Solvency Capital Requirement shall cover at least the following risks:
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(a) non-life underwriting risk;

(b) life underwriting risk;

(c) health underwriting risk;

(d) market risk;

(e) credit risk;

(f) operational risk.

Operational risk as referred to in point (f) of the first subparagraph shall include legal risks, and exclude risks
arising from strategic decisions, as well as reputation risks.

5. When calculating the Solvency Capital Requirement, insurance and reinsurance undertakings shall take
account of the effect of risk-mitigation techniques, provided that credit risk and other risks arising from the use
of such techniques are properly reflected in the Solvency Capital Requirement.

Article 102

Frequency of calculation

1. Insurance and reinsurance undertakings shall calculate the Solvency Capital Requirement at least once a
year and report the result of that calculation to the supervisory authorities.

Insurance and reinsurance undertakings shall hold eligible own funds which cover the last reported Solvency
Capital Requirement.

Insurance and reinsurance undertakings shall monitor the amount of eligible own funds and the Solvency Capital
Requirement on an ongoing basis.

If the risk profile of an insurance or reinsurance undertaking deviates significantly from the assumptions under-
lying the last reported Solvency Capital Requirement, the undertaking concerned shall recalculate the Solvency
Capital Requirement without delay and report it to the supervisory authorities.

2. Where there is evidence to suggest that the risk profile of the insurance or reinsurance undertaking has
altered significantly since the date on which the Solvency Capital Requirement was last reported, the supervisory
authorities may require the undertaking concerned to recalculate the Solvency Capital Requirement.

SUBSECTION 2

Solvency capital requirement standard formula

Article 103

Structure of the standard formula

The Solvency Capital Requirement calculated on the basis of the standard formula shall be the sum of the follow-
ing items:

(a) the Basic Solvency Capital Requirement, as laid down in Article 104;

(b) the capital requirement for operational risk, as laid down in Article 107;

(c) the adjustment for the loss-absorbing capacity of technical provisions and deferred taxes, as laid down in
Article 108.

Article 104

Design of the Basic Solvency Capital Requirement

1. The Basic Solvency Capital Requirement shall comprise individual risk modules, which are aggregated in
accordance with point (1) of Annex IV.

It shall consist of at least the following risk modules:

(a) non-life underwriting risk;

(b) life underwriting risk;

(c) health underwriting risk;

(d) market risk;
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(e) counterparty default risk.

2. For the purposes of points (a), (b) and (c) of paragraph 1, insurance or reinsurance operations shall be
allocated to the underwriting risk module that best reflects the technical nature of the underlying risks.

3. The correlation coefficients for the aggregation of the risk modules referred to in paragraph 1, as well as
the calibration of the capital requirements for each risk module, shall result in an overall Solvency Capital
Requirement which complies with the principles set out in Article 101.

4. Each of the risk modules referred to in paragraph 1 shall be calibrated using a Value-at-Risk measure, with
a 99,5% confidence level, over a one-year period.

Where appropriate, diversification effects shall be taken into account in the design of each risk module.

5. The same design and specifications for the risk modules shall be used for all insurance and reinsurance
undertakings, both with respect to the Basic Solvency Capital Requirement and to any simplified calculations as
laid down in Article 109.

6. With regard to risks arising from catastrophes, geographical specifications may, where appropriate, be used
for the calculation of the life, non-life and health underwriting risk modules.

7. Subject to approval by the supervisory authorities, insurance and reinsurance undertakings may, within
the design of the standard formula, replace a subset of its parameters by parameters specific to the undertaking
concerned when calculating the life, non-life and health underwriting risk modules.

Such parameters shall be calibrated on the basis of the internal data of the undertaking concerned, or of data
which is directly relevant for the operations of that undertaking using standardised methods.

When granting supervisory approval, supervisory authorities shall verify the completeness, accuracy and appro-
priateness of the data used.

Article 105

Calculation of the Basic Solvency Capital Requirement

1. The Basic Solvency Capital Requirement shall be calculated in accordance with paragraphs 2 to 6.

2. The non-life underwriting risk module shall reflect the risk arising from non-life insurance obligations, in
relation to the perils covered and the processes used in the conduct of business.

It shall take account of the uncertainty in the results of insurance and reinsurance undertakings related to the
existing insurance and reinsurance obligations as well as to the new business expected to be written over the
following 12 months.

It shall be calculated, in accordance with point (2) of Annex IV, as a combination of the capital requirements
for at least the following sub-modules:

(a) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from fluctuations in
the timing, frequency and severity of insured events, and in the timing and amount of claim settlements
(non-life premium and reserve risk);

(b) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from significant uncer-
tainty of pricing and provisioning assumptions related to extreme or exceptional events (non-life catastro-
phe risk).

3. The life underwriting risk module shall reflect the risk arising from life insurance obligations, in relation
to the perils covered and the processes used in the conduct of business.

It shall be calculated, in accordance with point (3) of Annex IV, as a combination of the capital requirements
for at least the following sub-modules:

(a) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the
level, trend, or volatility of mortality rates, where an increase in the mortality rate leads to an increase in
the value of insurance liabilities (mortality risk);
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(b) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the
level, trend, or volatility of mortality rates, where a decrease in the mortality rate leads to an increase in
the value of insurance liabilities (longevity risk);

(c) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the
level, trend or volatility of disability, sickness and morbidity rates (disability – morbidity risk);

(d) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the
level, trend, or volatility of the expenses incurred in servicing insurance or reinsurance contracts (life-
expense risk);

(e) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from fluctuations in
the level, trend, or volatility of the revision rates applied to annuities, due to changes in the legal envi-
ronment or in the state of health of the person insured (revision risk);

(f) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the
level or volatility of the rates of policy lapses, terminations, renewals and surrenders (lapse risk);

(g) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from the significant
uncertainty of pricing and provisioning assumptions related to extreme or irregular events (life-catastro-
phe risk).

4. The health underwriting risk module shall reflect the risk arising from the underwriting of health insurance
obligations, whether it is pursued on a similar technical basis to that of life insurance or not, following from
both the perils covered and the processes used in the conduct of business.
It shall cover at least the following risks:
(a) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from changes in the

level, trend, or volatility of the expenses incurred in servicing insurance or reinsurance contracts;
(b) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from fluctuations in

the timing, frequency and severity of insured events, and in the timing and amount of claim settlements
at the time of provisioning;

(c) the risk of loss, or of adverse change in the value of insurance liabilities, resulting from the significant
uncertainty of pricing and provisioning assumptions related to outbreaks of major epidemics, as well as
the unusual accumulation of risks under such extreme circumstances.

5. The market risk module shall reflect the risk arising from the level or volatility of market prices of financial
instruments which have an impact upon the value of the assets and liabilities of the undertaking. It shall properly
reflect the structural mismatch between assets and liabilities, in particular with respect to the duration thereof.
It shall be calculated, in accordance with point (4) of Annex IV, as a combination of the capital requirements
for at least the following sub-modules:
(a) the sensitivity of the values of assets, liabilities and financial instruments to changes in the term structure

of interest rates, or in the volatility of interest rates (interest rate risk);
(b) the sensitivity of the values of assets, liabilities and financial instruments to changes in the level or in

the volatility of market prices of equities (equity risk);
(c) the sensitivity of the values of assets, liabilities and financial instruments to changes in the level or in

the volatility of market prices of real estate (property risk);
(d) the sensitivity of the values of assets, liabilities and financial instruments to changes in the level or in

the volatility of credit spreads over the risk-free interest rate term structure (spread risk);
(e) the sensitivity of the values of assets, liabilities and financial instruments to changes in the level or in

the volatility of currency exchange rates (currency risk);
(f) additional risks to an insurance or reinsurance undertaking stemming either from lack of diversification in

the asset portfolio or from large exposure to default risk by a single issuer of securities or a group of related
issuers (market risk concentrations).

6. The counterparty default risk module shall reflect possible losses due to unexpected default, or deteriora-
tion in the credit standing, of the counterparties and debtors of insurance and reinsurance undertakings over
the following 12 months. The counterparty default risk module shall cover risk-mitigating contracts, such as rein-
surance arrangements, securitisations and derivatives, and receivables from intermediaries, as well as any other
credit exposures which are not covered in the spread risk sub-module. It shall take appropriate account of collat-


