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Directive 2009/138/EC of the European Parliament and of the Council
of 25 November 2009 on the taking-up and pursuit of the business of

Insurance and Reinsurance (Solvency II) (recast) (Text with EEA relevance)

TITLE I

GENERAL RULES ON THE TAKING-UP AND PURSUIT OF
DIRECT INSURANCE AND REINSURANCE ACTIVITIES

CHAPTER VI

Rules relating to the valuation of assets and liabilities, technical provisions, own funds,
Solvency Capital Requirement, Minimum Capital Requirement and investment rules

Section 2

Rules relating to technical provisions

Article 76

General provisions

1 Member States shall ensure that insurance and reinsurance undertakings establish
technical provisions with respect to all of their insurance and reinsurance obligations towards
policy holders and beneficiaries of insurance or reinsurance contracts.

2 The value of technical provisions shall correspond to the current amount insurance
and reinsurance undertakings would have to pay if they were to transfer their insurance and
reinsurance obligations immediately to another insurance or reinsurance undertaking.

3 The calculation of technical provisions shall make use of and be consistent with
information provided by the financial markets and generally available data on underwriting risks
(market consistency).

4 Technical provisions shall be calculated in a prudent, reliable and objective manner.

5 Following the principles set out in paragraphs 2, 3 and 4 and taking into account the
principles set out in Article 75(1), the calculation of technical provisions shall be carried out in
accordance with Articles 77 to 82 and 86.

Article 77

Calculation of technical provisions

1 The value of technical provisions shall be equal to the sum of a best estimate and a
risk margin as set out in paragraphs 2 and 3.
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2 The best estimate shall correspond to the probability-weighted average of future cash-
flows, taking account of the time value of money (expected present value of future cash-flows),
using the relevant risk-free interest rate term structure.

The calculation of the best estimate shall be based upon up-to-date and credible
information and realistic assumptions and be performed using adequate, applicable and
relevant actuarial and statistical methods.

The cash-flow projection used in the calculation of the best estimate shall take account of
all the cash in- and out-flows required to settle the insurance and reinsurance obligations
over the lifetime thereof.

The best estimate shall be calculated gross, without deduction of the amounts
recoverable from reinsurance contracts and special purpose vehicles. Those amounts
shall be calculated separately, in accordance with Article 81.

3 The risk margin shall be such as to ensure that the value of the technical provisions
is equivalent to the amount that insurance and reinsurance undertakings would be expected to
require in order to take over and meet the insurance and reinsurance obligations.

4 Insurance and reinsurance undertakings shall value the best estimate and the risk
margin separately.

However, where future cash flows associated with insurance or reinsurance obligations
can be replicated reliably using financial instruments for which a reliable market value
is observable, the value of technical provisions associated with those future cash flows
shall be determined on the basis of the market value of those financial instruments. In
this case, separate calculations of the best estimate and the risk margin shall not be
required.

5 Where insurance and reinsurance undertakings value the best estimate and the risk
margin separately, the risk margin shall be calculated by determining the cost of providing an
amount of eligible own funds equal to the Solvency Capital Requirement necessary to support
the insurance and reinsurance obligations over the lifetime thereof.

The rate used in the determination of the cost of providing that amount of eligible
own funds (Cost-of-Capital rate) shall be the same for all insurance and reinsurance
undertakings and shall be reviewed periodically.

The Cost-of-Capital rate used shall be equal to the additional rate, above the relevant
risk-free interest rate, that an insurance or reinsurance undertaking would incur holding
an amount of eligible own funds, as set out in Section 3, equal to the Solvency
Capital Requirement necessary to support insurance and reinsurance obligations over
the lifetime of those obligations.

[F1Article 77a

Extrapolation of the relevant risk-free interest rate term structure

The determination of the relevant risk-free interest rate term structure referred to in
Article 77(2) shall make use of, and be consistent with, information derived from
relevant financial instruments. That determination shall take into account relevant
financial instruments of those maturities where the markets for those financial
instruments as well as for bonds are deep, liquid and transparent. For maturities where
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the markets for the relevant financial instruments or for bonds are no longer deep, liquid
and transparent, the relevant risk-free interest rate term structure shall be extrapolated.

The extrapolated part of the relevant risk-free interest rate term structure shall be based
on forward rates converging smoothly from one or a set of forward rates in relation to
the longest maturities for which the relevant financial instrument and the bonds can be
observed in a deep, liquid and transparent market to an ultimate forward rate.

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).

Article 77b

Matching adjustment to the relevant risk-free interest rate term structure

1 Insurance and reinsurance undertakings may apply a matching adjustment to the
relevant risk-free interest rate term structure to calculate the best estimate of a portfolio of
life insurance or reinsurance obligations, including annuities stemming from non-life insurance
or reinsurance contracts subject to prior approval by the supervisory authorities where the
following conditions are met:

a the insurance or reinsurance undertaking has assigned a portfolio of assets, consisting
of bonds and other assets with similar cash-flow characteristics, to cover the best
estimate of the portfolio of insurance or reinsurance obligations and maintains that
assignment over the lifetime of the obligations, except for the purpose of maintaining
the replication of expected cash flows between assets and liabilities where the cash
flows have materially changed;

b the portfolio of insurance or reinsurance obligations to which the matching adjustment
is applied and the assigned portfolio of assets are identified, organised and managed
separately from other activities of the undertakings, and the assigned portfolio of assets
cannot be used to cover losses arising from other activities of the undertakings;

c the expected cash flows of the assigned portfolio of assets replicate each of the expected
cash flows of the portfolio of insurance or reinsurance obligations in the same currency
and any mismatch does not give rise to risks which are material in relation to the risks
inherent in the insurance or reinsurance business to which the matching adjustment is
applied;

d the contracts underlying the portfolio of insurance or reinsurance obligations do not
give rise to future premium payments;

e the only underwriting risks connected to the portfolio of insurance or reinsurance
obligations are longevity risk, expense risk, revision risk and mortality risk;

f where the underwriting risk connected to the portfolio of insurance or reinsurance
obligations includes mortality risk, the best estimate of the portfolio of insurance or
reinsurance obligations does not increase by more than 5 % under a mortality risk stress
that is calibrated in accordance with Article 101(2) to (5);

g the contracts underlying the portfolio of insurance or reinsurance obligations include
no options for the policy holder or only a surrender option where the surrender value
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does not exceed the value of the assets, valued in accordance with Article 75, covering
the insurance or reinsurance obligations at the time the surrender option is exercised;

h the cash flows of the assigned portfolio of assets are fixed and cannot be changed by
the issuers of the assets or any third parties;

i the insurance or reinsurance obligations of an insurance or reinsurance contract are
not split into different parts when composing the portfolio of insurance or reinsurance
obligations for the purpose of this paragraph.

Notwithstanding point (h) of the first subparagraph, insurance or reinsurance
undertakings may use assets where the cash flows are fixed except for a dependence on
inflation, provided that those assets replicate the cash flows of the portfolio of insurance
or reinsurance obligations that depend on inflation.

In the event that issuers or third parties have the right to change the cash flows of an
asset in such a manner that the investor receives sufficient compensation to allow it to
obtain the same cash flows by re-investing in assets of an equivalent or better credit
quality, the right to change the cash flows shall not disqualify the asset for admissibility
to the assigned portfolio in accordance with point (h) of the first subparagraph.

2 Insurance or reinsurance undertakings that apply the matching adjustment to a
portfolio of insurance or reinsurance obligations shall not revert back to an approach that does
not include a matching adjustment. Where an insurance or reinsurance undertaking that applies
the matching adjustment is no longer able to comply with the conditions set out in paragraph 1,
it shall immediately inform the supervisory authority and take the necessary measures to restore
compliance with those conditions. Where the undertaking is not able to restore compliance with
those conditions within two months of the date of non-compliance, it shall cease to apply the
matching adjustment to any of its insurance or reinsurance obligations and shall not apply the
matching adjustment for a period of a further 24 months.

3 The matching adjustment shall not be applied with respect to insurance or reinsurance
obligations where the relevant risk-free interest rate term structure to calculate the best estimate
for those obligations includes a volatility adjustment under Article 77d or transitional measure
on the risk-free interest rates under Article 308c.

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).

Article 77c

Calculation of the matching adjustment

1 For each currency the matching adjustment referred to in Article 77b shall be
calculated in accordance with the following principles:

a the matching adjustment must be equal to the difference of the following:

(i) the annual effective rate, calculated as the single discount rate that, where
applied to the cash flows of the portfolio of insurance or reinsurance
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obligations, results in a value that is equal to the value in accordance with
Article 75 of the portfolio of assigned assets;

(ii) the annual effective rate, calculated as the single discount rate that, where
applied to the cash flows of the portfolio of insurance or reinsurance
obligations, results in a value that is equal to the value of the best estimate
of the portfolio of insurance or reinsurance obligations where the time value
of money is taken into account using the basic risk-free interest rate term
structure;

b the matching adjustment must not include the fundamental spread reflecting the risks
retained by the insurance or reinsurance undertaking;

c notwithstanding point (a), the fundamental spread must be increased where necessary to
ensure that the matching adjustment for assets with sub-investment grade credit quality
does not exceed the matching adjustments for assets of investment grade credit quality
and the same duration and asset class;

d the use of external credit assessments in the calculation of the matching adjustment
must be in accordance with Article 111(1)(n).

2 For the purposes of paragraph 1(b), the fundamental spread shall be:
a equal to the sum of the following:

(i) the credit spread corresponding to the probability of default of the assets;

(ii) the credit spread corresponding to the expected loss resulting from
downgrading of the assets;

b for exposures to Member States' central governments and central banks, no lower than
30 % of the long-term average of the spread over the risk-free interest rate of assets of
the same duration, credit quality and asset class, as observed in financial markets;

c for assets other than exposures to Member States' central governments and central
banks, no lower than 35 % of the long-term average of the spread over the risk-free
interest rate of assets of the same duration, credit quality and asset class, as observed
in financial markets.

The probability of default referred to in point (a)(i) of the first subparagraph shall be
based on long-term default statistics that are relevant for the asset in relation to its
duration, credit quality and asset class.

Where no reliable credit spread can be derived from the default statistics referred to in
the second subparagraph, the fundamental spread shall be equal to the portion of the
long-term average of the spread over the risk-free interest rate set out in points (b) and
(c).

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).
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Article 77d

Volatility adjustment to the relevant risk-free interest rate term structure

1 Member States may require prior approval by supervisory authorities for insurance
and reinsurance undertakings to apply a volatility adjustment to the relevant risk-free interest
rate term structure to calculate the best estimate referred to in Article 77(2).

2 For each relevant currency, the volatility adjustment to the relevant risk-free interest
rate term structure shall be based on the spread between the interest rate that could be earned
from assets included in a reference portfolio for that currency and the rates of the relevant basic
risk-free interest rate term structure for that currency.

The reference portfolio for a currency shall be representative for the assets which
are denominated in that currency and which insurance and reinsurance undertakings
are invested in to cover the best estimate for insurance and reinsurance obligations
denominated in that currency.

3 The amount of the volatility adjustment to risk-free interest rates shall correspond to
65 % of the risk-corrected currency spread.

The risk-corrected currency spread shall be calculated as the difference between the
spread referred to in paragraph 2 and the portion of that spread that is attributable to a
realistic assessment of expected losses or unexpected credit or other risk of the assets.

The volatility adjustment shall apply only to the relevant risk-free interest rates of the
term structure that are not derived by means of extrapolation in accordance with Article
77a. The extrapolation of the relevant risk-free interest rate term structure shall be based
on those adjusted risk-free interest rates.

4 For each relevant country, the volatility adjustment to the risk-free interest rates
referred to in paragraph 3 for the currency of that country shall, before application of the 65
% factor, be increased by the difference between the risk-corrected country spread and twice
the risk-corrected currency spread, whenever that difference is positive and the risk-corrected
country spread is higher than 100 basis points. The increased volatility adjustment shall be
applied to the calculation of the best estimate for insurance and reinsurance obligations of
products sold in the insurance market of that country. The risk-corrected country spread is
calculated in the same way as the risk-corrected currency spread for the currency of that country,
but based on a reference portfolio that is representative for the assets which insurance and
reinsurance undertakings are invested in to cover the best estimate for insurance and reinsurance
obligations of products sold in the insurance market of that country and denominated in the
currency of that country.

5 The volatility adjustment shall not be applied with respect to insurance obligations
where the relevant risk-free interest rate term structure to calculate the best estimate for those
obligations includes a matching adjustment under Article 77b.

6 By way of derogation from Article 101, the Solvency Capital Requirement shall not
cover the risk of loss of basic own funds resulting from changes of the volatility adjustment.

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
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1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).

Article 77e

Technical information produced by the European
Insurance and Occupational Pensions Authority

1 EIOPA shall lay down and publish for each relevant currency the following technical
information at least on a quarterly basis:

a a relevant risk-free interest rate term structure to calculate the best estimate referred to
in Article 77(2), without any matching adjustment or volatility adjustment;

b for each relevant duration, credit quality and asset class a fundamental spread for the
calculation of the matching adjustment referred to in Article 77c(1)(b);

c for each relevant national insurance market a volatility adjustment to the relevant risk-
free interest rate term structure referred to in Article 77d(1).

2 In order to ensure uniform conditions for the calculation of technical provisions and
basic own funds, the Commission may adopt implementing acts which set out, for each relevant
currency, the technical information referred to in paragraph 1. Those implementing acts shall
make use of that information.

Those implementing acts shall be adopted in accordance with the advisory procedure
referred to in Article 301(2).

On duly justified imperative grounds of urgency relating to the availability of the
relevant risk-free interest rate term structure, the Commission shall adopt immediately
applicable implementing acts in accordance with the procedure referred to in Article
301(3).

3 Where the technical information referred to in paragraph 1 is adopted by the
Commission in accordance with paragraph 2, insurance and reinsurance undertakings shall use
that technical information in calculating the best estimate in accordance with Article 77, the
matching adjustment in accordance with Article 77c, and the volatility adjustment in accordance
with Article 77d.

With respect to currencies and national markets where the adjustment referred to in
paragraph 1(c) is not set out in the implementing acts referred to in paragraph 2, no
volatility adjustment shall be applied to the relevant risk-free interest rate term structure
to calculate the best estimate.

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).
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Article 77f

Review of long-term guarantees measures and measures on equity risk

1 EIOPA shall, on an annual basis and until 1 January 2021, report to the European
Parliament, the Council and the Commission about the impact of the application of Articles
77a to 77e and 106, Article 138(4) and Articles 304, 308c and 308d, including the delegated or
implementing acts adopted pursuant thereto.

Supervisory authorities shall, on an annual basis during that period, provide EIOPA with
the following information:

a the availability of long-term guarantees in insurance products in their national markets
and the behaviour of insurance and reinsurance undertakings as long-term investors;

b the number of insurance and reinsurance undertakings applying the matching
adjustment, the volatility adjustment, the extension of the recovery period in accordance
with Article 138(4), the duration-based equity risk sub-module and the transitional
measures set out in Articles 308c and 308d;

c the impact on the insurance and reinsurance undertakings' financial position of the
matching adjustment, the volatility adjustment, the symmetric adjustment mechanism to
the equity capital charge, the duration-based equity risk sub-module and the transitional
measures set out in Articles 308c and 308d, at national level and in anonymised way
for each undertaking;

d the effect of the matching adjustment, the volatility adjustment, the symmetric
adjustment mechanism to the equity capital charge and the duration-based equity risk
sub-module on the investment behaviour of insurance and reinsurance undertakings and
whether they provide undue capital relief;

e the effect of any extension of the recovery period in accordance with Article 138(4) on
the efforts of insurance and reinsurance undertakings to re-establish the level of eligible
own funds covering the Solvency Capital Requirement or to reduce the risk profile in
order to ensure compliance with the Solvency Capital Requirement;

f where insurance and reinsurance undertakings apply the transitional measures set out
in Articles 308c and 308d, whether they comply with the phasing-in plans referred to in
Article 308e and the prospects for a reduced dependency on these transitional measures,
including measures that have been taken or are expected to be taken by the undertakings
and supervisory authorities, taking into account the regulatory environment of the
Member State concerned.

2 EIOPA, where appropriate after consulting the ESRB and conducting a public
consultation, shall submit to the Commission an opinion on the assessment of the application
of Articles 77a to 77e and 106, Article 138(4), and Articles 304, 308c and 308d, including
the delegated or implementing acts adopted pursuant thereto. That assessment shall be made
in relation to the availability of long-term guarantees in insurance products, the behaviour of
insurance and reinsurance undertakings as long-term investors and, more generally, financial
stability.

3 Based on the opinion submitted by EIOPA, referred to in paragraph 2, the Commission
shall submit a report to the European Parliament and to the Council by 1 January 2021, or, where
appropriate, earlier. The report shall focus, in particular, on the effects on:

a policy holder protection;
b the functioning and stability of European insurance markets;
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c the internal market and in particular the competition and the level playing field in
European insurance markets;

d the extent to which insurance and reinsurance undertakings continue to operate as long-
term investors;

e the availability and pricing of annuity products;
f the availability and pricing of competing products;
g long-term investment strategies by insurance undertakings in relation to products to

which Articles 77b and 77c are applied relative to those in relation to other long-term
guarantees;

h consumer choice and consumer awareness of risk;
i the degree of diversification in the insurance business and asset portfolio of insurance

and reinsurance undertakings;
j financial stability.

In addition, the report shall build on the supervisory experience relating to the
application of Articles 77a to 77e and 106, Article 138(4) and Articles 304, 308c and
308d, including the delegated or implementing acts adopted pursuant thereto.

4 The Commission report shall be accompanied, if necessary, by legislative proposals.]

Textual Amendments
F1 Inserted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).

Article 78

Other elements to be taken into account in the calculation of technical provisions

In addition to Article 77, when calculating technical provisions, insurance and
reinsurance undertakings shall take account of the following:

(1) all expenses that will be incurred in servicing insurance and reinsurance obligations;

(2) inflation, including expenses and claims inflation;

(3) all payments to policy holders and beneficiaries, including future discretionary
bonuses, which insurance and reinsurance undertakings expect to make, whether or
not those payments are contractually guaranteed, unless those payments fall under
Article 91(2).
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Article 79

Valuation of financial guarantees and contractual
options included in insurance and reinsurance contracts

When calculating technical provisions, insurance and reinsurance undertakings shall
take account of the value of financial guarantees and any contractual options included
in insurance and reinsurance policies.

Any assumptions made by insurance and reinsurance undertakings with respect to
the likelihood that policy holders will exercise contractual options, including lapses
and surrenders, shall be realistic and based on current and credible information. The
assumptions shall take account, either explicitly or implicitly, of the impact that future
changes in financial and non-financial conditions may have on the exercise of those
options.

Article 80

Segmentation

Insurance and reinsurance undertakings shall segment their insurance and reinsurance
obligations into homogeneous risk groups, and as a minimum by lines of business, when
calculating their technical provisions.

Article 81

Recoverables from reinsurance contracts and special purpose vehicles

The calculation by insurance and reinsurance undertakings of amounts recoverable from
reinsurance contracts and special purpose vehicles shall comply with Articles 76 to 80.

When calculating amounts recoverable from reinsurance contracts and special purpose
vehicles, insurance and reinsurance undertakings shall take account of the time
difference between recoveries and direct payments.

The result from that calculation shall be adjusted to take account of expected losses due
to default of the counterparty. That adjustment shall be based on an assessment of the
probability of default of the counterparty and the average loss resulting therefrom (loss-
given-default).

Article 82

Data quality and application of approximations, including
case-by-case approaches, for technical provisions

Member States shall ensure that insurance and reinsurance undertakings have internal
processes and procedures in place to ensure the appropriateness, completeness and
accuracy of the data used in the calculation of their technical provisions.

Where, in specific circumstances, insurance and reinsurance undertakings have
insufficient data of appropriate quality to apply a reliable actuarial method to a
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set or subset of their insurance and reinsurance obligations, or amounts recoverable
from reinsurance contracts and special purpose vehicles, appropriate approximations,
including case-by-case approaches, may be used in the calculation of the best estimate.

Article 83

Comparison against experience

Insurance and reinsurance undertakings shall have processes and procedures in place
to ensure that best estimates, and the assumptions underlying the calculation of best
estimates, are regularly compared against experience.

Where the comparison identifies systematic deviation between experience and the
best estimate calculations of insurance or reinsurance undertakings, the undertaking
concerned shall make appropriate adjustments to the actuarial methods being used and/
or the assumptions being made.

Article 84

Appropriateness of the level of technical provisions

Upon request from the supervisory authorities, insurance and reinsurance undertakings
shall demonstrate the appropriateness of the level of their technical provisions, as well
as the applicability and relevance of the methods applied, and the adequacy of the
underlying statistical data used.

Article 85

Increase of technical provisions

To the extent that the calculation of technical provisions of insurance and reinsurance
undertakings does not comply with Articles 76 to 83, the supervisory authorities may
require insurance and reinsurance undertakings to increase the amount of technical
provisions so that they correspond to the level determined pursuant to those Articles.

[F2Article 86

Delegated acts and regulatory and implementing technical standards

1 The Commission shall adopt delegated acts in accordance with Article 301a laying
down the following:

a actuarial and statistical methodologies to calculate the best estimate referred to in
Article 77(2);

b the methodologies, principles and techniques for the determination of the relevant risk-
free interest rate term structure to be used to calculate the best estimate referred to in
Article 77(2);

c the circumstances in which technical provisions shall be calculated as a whole, or as a
sum of a best estimate and a risk margin, and the methods to be used in the case where
technical provisions are calculated as a whole, as referred to in Article 77(4);
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d the methods and assumptions to be used in the calculation of the risk margin including
the determination of the amount of eligible own funds necessary to support the insurance
and reinsurance obligations and the calibration of the cost-of-capital rate, as referred
to in Article 77(5);

e the lines of business on the basis of which insurance and reinsurance obligations are to
be segmented in order to calculate technical provisions referred to in Article 80;

f the standards to be met with respect to ensuring the appropriateness, completeness and
accuracy of the data used in the calculation of technical provisions, and the specific
circumstances in which it would be appropriate to use approximations, including case-
by-case approaches, to calculate the best estimate, as referred to in Article 82;

g specifications with respect to the requirements set out in Article 77b(1) including the
methods, assumptions and standard parameters to be used when calculating the impact
of the mortality risk stress referred to in Article 77b(1)(e);

h specifications with respect to the requirements set out in Article 77c including
assumptions and methods to apply in the calculation of the matching adjustment and
the fundamental spread;

i methods and assumptions for the calculation of the volatility adjustment referred to in
Article 77d including a formula for the calculation of the spread referred to in paragraph
2 of that Article.

2 In order to ensure consistent harmonisation in relation to the methods for the
calculation of technical provisions, EIOPA shall, subject to Article 301b, develop draft
regulatory technical standards to specify:

a the methodologies to be used when calculating the counterparty default adjustment
referred to in Article 81 designed to capture expected losses due to default of the
counterparty;

b where necessary, simplified methods and techniques to calculate technical provisions,
in order to ensure the actuarial and statistical methods referred to in points (a) and (d) are
proportionate to the nature, scale and complexity of the risks supported by insurance and
reinsurance undertakings including captive insurance and reinsurance undertakings.

Power is delegated to the Commission to adopt the regulatory technical standards
referred to in the first subparagraph in accordance with Articles 10 to 14 of Regulation
(EU) No 1094/2010.

3 In order to ensure consistent conditions of application of Article 77b, EIOPA shall
develop draft implementing technical standards on the procedures for the approval of the
application of a matching adjustment referred to in Article 77b(1).

EIOPA shall submit those draft implementing technical standards to the Commission
by 31 October 2014.

Power is conferred on the Commission to adopt those implementing technical standards
in accordance with Article 15 of Regulation (EU) No 1094/2010.]

Textual Amendments
F2 Substituted by Directive 2014/51/EU of the European Parliament and of the Council of 16 April 2014

amending Directives 2003/71/EC and 2009/138/EC and Regulations (EC) No 1060/2009, (EU) No
1094/2010 and (EU) No 1095/2010 in respect of the powers of the European Supervisory Authority
(European Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Securities and Markets Authority).
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