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Commission Delegated Regulation (EU) 2015/35 of 10 October 2014
supplementing Directive 2009/138/EC of the European Parliament
and of the Council on the taking-up and pursuit of the business of

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

TITLE I

[X1VALUATION AND RISK-BASED CAPITAL REQUIREMENTS
(PILLAR I), ENHANCED GOVERNANCE (PILLAR II)

AND INCREASED TRANSPARENCY (PILLAR III)]

CHAPTER V

SOLVENCY CAPITAL REQUIREMENT STANDARD FORMULA

SECTION 6

Counterparty default risk module

Subsection 1

General provisions

Article 197

Risk-adjusted value of collateral

1 [F1Where the criteria set out in Article 214 of this Regulation are met, the risk-adjusted
value of collateral provided by way of security, as referred to in point (b) of Article 1(26), shall
be equal to the difference between the value of the assets held as collateral, valued in accordance
with Article 75 of Directive 2009/138/EC, and the adjustment for market risk, as referred to in
paragraph 5 of this Article, provided that both of the following requirements are fulfilled:]

a the insurance or reinsurance undertaking has (or is a beneficiary under a trust where the
trustee has) the right to liquidate or retain, in a timely manner, the collateral in the event
of a default, insolvency or bankruptcy or other credit event relating to the counterparty
(the counterparty requirement);

b the insurance or reinsurance undertaking has (or is a beneficiary under a trust where the
trustee has) the right to liquidate or retain, in a timely manner, the collateral in the event
of a default, insolvency or bankruptcy or other credit event relating to the custodian
or other third party holding the collateral on behalf of the counterparty (the third party
requirement).

2 Where the counterparty requirement is met and the criteria set out in Article 214 of
this Regulation are met and the third party requirement is not met, the risk-adjusted value of
a collateral provided by way of security, as referred to in Article 1(26)(b) of this Regulation,
shall be equal to 90 % of the difference between the value of the assets held as collateral in
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accordance with Article 75 of Directive 2009/138/EC and the adjustment for market risk, as
referred to in paragraph 5 of this Article.

3 Where either the counterparty requirement is not met or the requirements in Article
214 are not met, the risk-adjusted value of collateral provided by way of security, as referred
to in Article 1(26)(b), shall be zero.

4 The risk-adjusted value of a collateral of which full ownership is transferred, as
referred to in Article 1(26)(a) of this Regulation, shall be equal to the difference between the
value of the assets held as collateral, valued in accordance with Article 75 of Directive 2009/138/
EC, and the adjustment for market risk, as referred to in paragraph 5 of this Article, provided
the requirements in Article 214 of this Regulation are fulfilled.

5 The adjustment for market risk is the difference between the following capital
requirements:

a the hypothetical capital requirement for market risk of the insurance or reinsurance
undertaking that would apply if the assets held as collateral were not included in the
calculation;

b the hypothetical capital requirement for market risk of the insurance or reinsurance
undertaking that would apply if the assets held as collateral were included in the
calculation.

6 For the purposes of paragraph 5, the currency risk of the assets held as collateral shall
be calculated by comparing the currency of the assets held as collateral against the currency of
the corresponding exposure.

[F17 Where, in case of insolvency of the counterparty, the determination of the insurance or
reinsurance undertaking's proportional share of the counterparty's insolvency estate in excess of
the collateral does not take into account that the undertaking receives the collateral, the factors
F, F', F'' and F''' referred to in Article 192(2) to (3c) shall all be 100 %. In all other cases these
factors shall be 50 %, 18 % 16 % and 90 % respectively.]

Textual Amendments
F1 Substituted by Commission Delegated Regulation (EU) 2019/981 of 8 March 2019 amending

Delegated Regulation (EU) 2015/35 supplementing Directive 2009/138/EC of the European
Parliament and of the Council on the taking-up and pursuit of the business of Insurance and
Reinsurance (Solvency II) (Text with EEA relevance).

http://www.legislation.gov.uk/id/eur/2019/981
http://www.legislation.gov.uk/id/eur/2019/981
http://www.legislation.gov.uk/id/eur/2019/981
http://www.legislation.gov.uk/id/eur/2019/981


Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 supplementing Directive
2009/138/EC of...
Document Generated: 2024-08-01

3

Changes to legislation: 
Commission Delegated Regulation (EU) 2015/35, Article 197 is up to date with all changes
known to be in force on or before 01 August 2024. There are changes that may be brought into
force at a future date. Changes that have been made appear in the content and are referenced with
annotations.
View outstanding changes

Changes and effects yet to be applied to :
– Recital 53 Sentence 1 replacement by EUR 2016/2283 Regulation

Changes and effects yet to be applied to the whole legislation item and associated
provisions
– Art. 1(18a) words substituted by S.I. 2024/705 Sch. 2 para. 27(a)
– Art. 1(18b)(a) substituted by S.I. 2024/705 Sch. 2 para. 27(b)(i)
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