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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 III

SUPERVISION OF INSURANCE AND
REINSURANCE UNDERTAKINGS IN A GROUP

CHAPTER II

Financial position

Section 1

Group solvency

Subsection 2

Choice of calculation method and general principles

Article 220
Choice of method

1 The calculation of the solvency at the level of the group of the insurance and
reinsurance undertakings referred to in Article 213(2)(a) shall be carried out in accordance with
the technical principles and one of the methods set out in Articles 221 to 233.

2 Member States shall provide that the calculation of the solvency at the level of the
group of insurance and reinsurance undertakings referred to in Article 213(2)(a) shall be carried
out in accordance with method 1, which is laid down in Articles 230 to 232.

However, Member States shall allow their supervisory authorities, where they assume
the role of group supervisor with regard to a particular group, to decide, after consulting
the other supervisory authorities concerned and the group itself, to apply to that group
method 2, which is laid down in Articles 233 and 234, or a combination of methods 1
and 2, where the exclusive application of method 1 would not be appropriate.

Article 221

Inclusion of proportional share

1 The calculation of the group solvency shall take account of the proportional share held
by the participating undertaking in its related undertakings.

For the purposes of the first subparagraph, the proportional share shall comprise either
of the following:
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a where method 1 is used, the percentages used for the establishment of the consolidated
accounts; or

b where method 2 is used, the proportion of the subscribed capital that is held, directly
or indirectly, by the participating undertaking.

However, regardless of the method used, where the related undertaking is a subsidiary
undertaking and does not have sufficient eligible own funds to cover its Solvency
Capital Requirement, the total solvency deficit of the subsidiary shall be taken into
account.

Where in the opinion of the supervisory authorities, the responsibility of the parent
undertaking owning a share of the capital is strictly limited to that share of the capital,
the group supervisor may nevertheless allow for the solvency deficit of the subsidiary
undertaking to be taken into account on a proportional basis.

2 The group supervisor shall determine, after consulting the other supervisory
authorities concerned and the group itself, the proportional share which shall be taken into
account in the following cases:

a where there are no capital ties between some of the undertakings in a group;

b where a supervisory authority has determined that the holding, directly or indirectly,
of voting rights or capital in an undertaking qualifies as a participation because, in its
opinion, a significant influence is effectively exercised over that undertaking;

¢ where a supervisory authority has determined that an undertaking is a parent
undertaking of another because, in the opinion of that supervisory authority, it
effectively exercises a dominant influence over that other undertaking.

Article 222

Elimination of double use of eligible own funds

1 The double use of own funds eligible for the Solvency Capital Requirement among
the different insurance or reinsurance undertakings taken into account in that calculation shall
not be allowed.

For that purpose, when calculating the group solvency and where the methods described
in Subsection 4 do not provide for it, the following amounts shall be excluded:
a the value of any asset of the participating insurance or reinsurance undertaking which
represents the financing of own funds eligible for the Solvency Capital Requirement of
one of its related insurance or reinsurance undertakings;

b the value of any asset of a related insurance or reinsurance undertaking of the
participating insurance or reinsurance undertaking which represents the financing of
own funds eligible for the Solvency Capital Requirement of that participating insurance
or reinsurance undertaking;

¢ the value of any asset of a related insurance or reinsurance undertaking of the
participating insurance or reinsurance undertaking which represents the financing of
own funds eligible for the Solvency Capital Requirement of any other related insurance
or reinsurance undertaking of that participating insurance or reinsurance undertaking.

2 Without prejudice to paragraph 1, the following may be included in the calculation
only in so far as they are eligible for covering the Solvency Capital Requirement of the related
undertaking concerned:
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(a) surplus funds falling under Article 91(2) arising in a related life insurance or
reinsurance undertaking of the participating insurance or reinsurance undertaking for
which the group solvency is calculated;

(b) any subscribed but not paid-up capital of a related insurance or reinsurance
undertaking of the participating insurance or reinsurance undertaking for which the
group solvency is calculated.

However, the following shall in any event be excluded from the calculation:

(1) subscribed but not paid-up capital which represents a potential obligation on the part
of the participating undertaking;

(i1) subscribed but not paid-up capital of the participating insurance or reinsurance
undertaking which represents a potential obligation on the part of a related insurance
or reinsurance undertaking;

(ii1) subscribed but not paid-up capital of a related insurance or reinsurance undertaking
which represents a potential obligation on the part of another related insurance
or reinsurance undertaking of the same participating insurance or reinsurance
undertaking.

3 Where the supervisory authorities consider that certain own funds eligible for the
Solvency Capital Requirement of a related insurance or reinsurance undertaking other than
those referred to in paragraph 2 cannot effectively be made available to cover the Solvency
Capital Requirement of the participating insurance or reinsurance undertaking for which the
group solvency is calculated, those own funds may be included in the calculation only in so far
as they are eligible for covering the Solvency Capital Requirement of the related undertaking.

4 The sum of the own funds referred to in paragraphs 2 and 3 shall not exceed the
Solvency Capital Requirement of the related insurance or reinsurance undertaking.

5 Any eligible own funds of a related insurance or reinsurance undertaking of the
participating insurance or reinsurance undertaking for which the group solvency is calculated
that are subject to prior authorisation from the supervisory authority in accordance with Article
90 shall be included in the calculation only in so far as they have been duly authorised by the
supervisory authority responsible for the supervision of that related undertaking.

Article 223

Elimination of the intra-group creation of capital

1 When calculating group solvency, no account shall be taken of any own funds
eligible for the Solvency Capital Requirement arising out of reciprocal financing between the
participating insurance or reinsurance undertaking and any of the following:

a arelated undertaking;
b aparticipating undertaking;
¢ another related undertaking of any of its participating undertakings.

2 When calculating group solvency, no account shall be taken of any own funds eligible
for the Solvency Capital Requirement of a related insurance or reinsurance undertaking of the
participating insurance or reinsurance undertaking for which the group solvency is calculated
where the own funds concerned arise out of reciprocal financing with any other related
undertaking of that participating insurance or reinsurance undertaking.
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3 Reciprocal financing shall be deemed to exist at least where an insurance or
reinsurance undertaking, or any of its related undertakings, holds shares in, or makes loans to,
another undertaking which, directly or indirectly, holds own funds eligible for the Solvency
Capital Requirement of the first undertaking.

Article 224

Valuation

The value of the assets and liabilities shall be assessed in accordance with Article 75.



