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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 CAPTAL REQUIREMENTS
(PILLAR I), ENHANCED GOVERNANCE (PILLAR II)
AND INCREASED TRANPARENCY (PILLAR III)

CHAPTER V

SOLVENCY CAPITAL REQUIREMENT STANDARD FORMULA

SECTION 11

Ring fenced funds

Article 216

Calculation of the Solvency Capital Requirement in the case
of ring-fenced funds and matching adjustment portfolios

1 In the case of ring-fenced funds determined in accordance with Article 81(1) of this
Regulation or in the case insurance or reinsurance undertakings have received approval to apply
a matching adjustment to the risk-free interest term structure in accordance with Article 77b
of Directive 2009/138/EC, insurance and reinsurance undertakings shall make an adjustment
to the calculation of the Solvency Capital Requirement following the method that is set out in
Article 217 of this Regulation.

2 However, where an insurance or reinsurance undertaking has received supervisory
approval to apply the provisions set out in Article 304 of Directive 2009/138/EC to a ring-fenced
funds, it shall not adjust the calculation in accordance with Article 217 of this Regulation, but
base the calculation of the assumption of full diversification between the assets and liabilities
of the ring-fenced funds and the rest of the undertaking.

Article 217

Solvency Capital Requirement calculation method for
ring-fenced funds and matching adjustment portfolios

1 Insurance and reinsurance undertakings shall calculate a notional Solvency Capital
Requirement for each ring-fenced fund and each matching adjustment portfolio, as well as
for the remaining part of the undertaking, in the same manner as if those ring-fenced funds
and matching adjustment portfolio and the remaining part of the undertaking were separate
undertakings.
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2 Insurance and reinsurance undertakings shall calculate their Solvency Capital
Requirement as the sum of the notional Solvency Capital Requirements for each of the
ring-fenced funds and each matching adjustment portfolio and for the remaining part of the
undertaking.

3 Where the calculation of the capital requirement for a risk module or sub-module of
the Basic Solvency Capital Requirement is based on the impact of a scenario on the basic own
funds of the insurance or reinsurance undertaking, the impact of the scenario on the basic own
funds at the level of the ring-fenced fund and matching adjustment portfolio and the remaining
part of the undertaking shall be calculated.

4 The basic own funds at the level of the ring-fenced fund or matching adjustment
portfolio shall be those restricted own—fund items that meet the definition of basic own funds
set out in Article 88 of Directive 2009/138/EC.

5 Where profit participation arrangements exist in the ring-fenced fund, insurance and
reinsurance undertakings shall apply the following approach when adjusting the Solvency
Capital Requirement:

a  where the calculation referred to in paragraph 3 would result in an increase in the basic
own funds at the level of the ring-fenced fund, the estimated change in those basic own
funds shall be adjusted to reflect the existence of profit participation arrangements in
the ring-fenced fund; in this case, the adjustment to the change in the basic own funds of
the ring-fenced fund shall be the amount by which technical provisions would increase
due to the expected future distribution to policy holders or beneficiaries of that ring-
fenced fund;

b where the calculation referred to in paragraph 3 would result in a decrease in the basic
own funds at the level of the ring-fenced fund, the estimated change in those basic own
funds for the calculation of the net Basic Solvency Capital Requirement, as referred to in
Article 206(2), shall be adjusted to reflect the reduction in future discretionary benefits
payable to policy holders or beneficiaries of that ring-fenced fund; the adjustment shall
not exceed the amount of future discretionary benefits within the ring-fenced fund.

6 Notwithstanding paragraph 1, the notional Solvency Capital Requirement for each
ring-fenced fund and each matching adjustment portfolio shall be calculated using the scenario-
based calculations under which basic own funds for the undertaking as a whole are most
negatively affected.

7 For the purposes of determining the scenario under which basic own funds are most
negatively affected for the undertaking as a whole, the undertaking shall first calculate the sum
of the results of the impacts of the scenarios on the basic own funds at the level of each ring-
fenced fund and each matching adjustment portfolio, in accordance with paragraphs 3 and 5.
The sums at the level of each ring-fenced fund and each matching adjustment portfolio shall be
added to one another and to the results of the impact of the scenarios on the basic own funds in
the remaining part of the insurance or reinsurance undertaking.

8 The notional Solvency Capital Requirement for each ring-fenced fund and each
matching adjustment portfolio shall be determined by aggregating the capital requirements for
each sub-module and risk module of the Basic Solvency Capital Requirement.

9 Insurance and reinsurance undertakings shall assume that there is no diversification
of risks between each of the ring-fenced funds and each matching adjustment portfolio and the
remaining part of the insurance or reinsurance undertaking.



