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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

[*'VALUATION AND RISK-BASED CAPITAL REQUIREMENTS
(PILLAR I), ENHANCED GOVERNANCE (PILLAR II)
AND INCREASED TRANSPARENCY (PILLAR III)]

CHAPTER VI

SOLVENCY CAPITAL REQUIREMENT —
FULL AND PARTIAL INTERNAL MODELS

SECTION 3

Statistical quality standards

Article 235

Risk-mitigation techniques

1 Risks that are properly reflected in the internal model, as referred to in Article 121(6)
of Directive 2009/138/EC, shall not include risks arising from any of the following situations:
a the contractual arrangements relating to the risk-mitigation technique are, in any
relevant jurisdiction, not legally effective and enforceable or does not ensure that the
transfer of risk is clearly defined and incontrovertible;

b insurance and reinsurance undertakings do not have a direct claim on the counterparty
in the event of the default, insolvency or bankruptcy of the counterparty or other credit
event set out in the transaction documentation to the arrangements relating to the risk-
mitigation technique;

¢ the legal arrangements underlying the risk-mitigation technique do not contain an
explicit reference to a specific risk exposure clearly defining the extent of the cover
provided by the risk-mitigation technique.

2 Where the risk-mitigation technique referred to in paragraph 1(c) does not cover
the risk exposure of the insurance or reinsurance undertaking in all cases, the internal model
shall not be considered to properly reflect the risk arising from the risk-mitigation technique
in accordance with Article 121(6) of Directive 2009/138/EC unless it takes into account the
reduced effectiveness of the risk-mitigation technique resulting from this deviation of risk
exposures.

3 Where the risk-mitigation technique is subject to a condition, the fulfilment of which
is outside the direct control of the insurance or reinsurance undertaking and which could
undermine the effective transfer of risk, the internal model shall not be considered to properly
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reflect the risk arising from the risk-mitigation technique in accordance with Article 121(6)
of Directive 2009/138/EC unless it takes into account the effects of those conditions and any
reduced effectiveness of that risk-mitigation technique.
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— Art. 1(23) words substituted by S.I. 2024/705 Sch. 2 para. 27(g)
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— Art. 177(2)(r) words substituted by S.I1. 2019/407 reg. 11(25)(c) (This amendment
not applied to legislation.gov.uk. Reg. 11(25)(39) omitted immediately before IP
completion day by virtue of S.I. 2019/710, regs. 1(2), 22)
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