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UPDATING OF CORRELATION PARAMETERS
UNDER THE SOLVENCY II DIRECTIVE 2009/138/EC
Important note: This document is a working document of the Commission services for discussion. 
It does not purport to represent or pre-judge the formal proposals of the Commission
Having regard to the Treaty (…),

Having regard to Directive 2009/138/EC (…), and in particular Article 111 thereof,

Whereas:

(1) In order to be able to advise the Commission on future revisions of correlation parameters on the basis of suitable empirical information, EIOPA should receive appropriate data from supervisory authorities. Supervisory authorities should in turn receive this data from insurance and reinsurance undertakings as part of the information which is to be reported to supervisors.
(2) EIOPA should analyse the data together with any other relevant information periodically in order to be able to advise the Commission on any necessary updates to the correlation parameters.

AMENDMENT TO SEGIM9/Rev1 on Supervisory Reporting
Article SRS5

(Art. 35 (2) (a) (i) of Directive 2009/138/EC)

Risk profile

1. Insurance and reinsurance undertakings shall report qualitative and quantitative information regarding their risk profile, in accordance with paragraphs 2 to 5, separately for the following categories of risk:

(a) Underwriting risk;

(b) Market risk;

(c) Credit risk;

(d) Liquidity risk;

(e) Operational risk;

(f) Other material risks (including strategic risk and reputation risk, where applicable). 

2. The following information shall be reported by insurance and reinsurance undertakings regarding their risk exposure, including the exposure arising from off-balance sheet positions and the use of any special purpose entities including special purpose vehicles:

(g) An overview of any material risk exposures anticipated over the business planning time horizon given the undertaking’s business strategy, and how these risk exposures will be managed.

3. The following information shall be reported by insurance and reinsurance undertakings regarding their risk concentration:

(h) An overview of any material future risk concentrations anticipated over the business planning time horizon given the undertaking’s business strategy, and how these risk concentrations will be managed.
4. The following information shall be reported by insurance and reinsurance undertakings regarding their risk mitigation:

(i) Detailed information on the techniques that have been used to mitigate risks, including reinsurance techniques and special purpose vehicles, and on the effect that these tools have on the undertaking’s risk profile; 

(j) an overview of any material future risk mitigation practices that the undertaking is considering entering into over the business planning time horizon given the undertaking’s business strategy, and the rationale and effect for such risk mitigation practices;

(k) Where the undertaking holds collateral (of financial or non-financial assets) and in the absence of a default is permitted to sell or repledge the collateral, it shall report:

· The value of the collateral held; 

· The value of any such collateral sold or repledged, and whether the undertaking has an obligation to return it; 

· The terms and conditions associated with its use of the collateral; 

(l) When the undertaking obtains financial or non-financial assets during the period by taking possession of collateral it holds as security or calling on other credit enhancements, and such assets meet the criteria for recognition in the financial statements, the undertaking shall report: 

· The nature and value of the assets obtained; 

· When the assets are not readily convertible into cash, the undertaking’s policies for disposing of such assets or for using them in its operations.

5. The following information shall be reported by insurance and reinsurance undertakings regarding their risk sensitivity:

(m) Information on any risk sensitivity analyses carried out which could have a material impact on the undertaking’s financial position and how the undertaking monitors their outcome.
(n) 6.
Insurance and reinsurance undertakings shall report quantitative data which is relevant for determining dependencies between the risks covered by the sub-modules and modules of the Basic Solvency Capital Requirement.
7.
Insurance and reinsurance undertakings shall report any other information which they consider important regarding their risk profile.
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SECTION  xx

procedure for updating correlation parameters
 Article PCR1
(Art. 111 of Directive 2009/138/EC)

Information to be provided to EIOPA
Supervisory authorities shall provide the quantitative data relevant for determining dependencies between risks referred to in paragraph 6 of Article SRS5 to EIOPA on an annual basis.
 
Article PCR2
(Art. 111 of Directive 2009/138/EC)
Analysis by EIOPA 

1.
EIOPA shall analyse, at least every three years, quantitative data and any other appropriate information in order to give an opinion to the Commission on what updates to correlation parameters in the standard formula of the Solvency Capital Requirement are necessary.

2.
EIOPA shall consider the following in preparing its analysis:

(a) whether the updated correlation parameters result in an overall Solvency Capital Requirement which complies with the principles in Article 101 of Directive 2009/138/EC.
(b) whether dependencies between risks are non-linear or there is a  lack of diversification under extreme scenarios in which case EIOPA shall consider alternative measures of dependence for the purposes of calibrating updates to the correlation parameters.
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