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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 10

Risk mitigation techniques

Article 214

Collateral Arrangements

1 In the calculation of the Basic Solvency Capital Requirement, collateral arrangements
shall only be recognised where, in addition to the qualitative criteria in Articles 209 and 210,
the following criteria are met:

a the insurance or reinsurance undertaking transferring the risk shall have 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 of the counterparty;

b there is sufficient certainty as to the protection achieved by the collateral because of
either of the following:

(i) it is of sufficient credit quality, is of sufficient liquidity and is sufficiently
stable in value;

(ii) it is guaranteed by a counterparty, other than a counterparty referred to
in Article 187(5) and 184(2) who has been assigned a risk factor for
concentration risk of 0 %;

c there is no material positive correlation between the credit quality of the counterparty
and the value of the collateral;

d the collateral is not securities issued by the counterparty or a related undertaking of that
counterparty.

2 Where a collateral arrangement meets the definition in Article 1(26)(b) and involves
collateral being held by a custodian or other third party, the insurance or reinsurance undertaking
shall ensure that all of the following criteria are met:
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a the relevant custodian or other third party segregates the assets held as collateral from
its own assets;

b the segregated assets are held by a deposit-taking institution that has a credit quality
which has been assigned to credit quality step 3 or better in accordance with Section
2, Chapter I of this Title;

c the segregated assets are individually identifiable and can only be changed or substituted
with the consent of the insurance or reinsurance undertaking or a person acting as a
trustee in relation to the insurance or reinsurance undertaking's interest in such assets;

d 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 segregated assets
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;

e the segregated assets shall not be used to pay, or to provide collateral in favour of,
any person other than the insurance or reinsurance undertaking or as directed by the
insurance or reinsurance undertaking.
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