MILLIMAN BRIEFING NOTE

Proportionality under the
Solvency Il review: A vast
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With the amended Delegated Regulation and further supervisory
guidance now published, this briefing note provides insight into the
requirements and processes that must be followed to apply proportionality
measures—and what initial actions and steps can be taken.
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The proportionality framework simplifies regulatory requirements for small
and non-complex undertakings (SNCUs) whilst offering flexibility for larger
insurers under certain conditions. The recently issued technical
specifications, which provide updated guidance on calculation methods,
create a strong incentive to begin detailed analysis to determine whether or
not proportionality measures may be applied for.

Background

The European Insurance and Occupational Pensions Authority (EIOPA) launched a public consultation in August
2024," following a European Commission request of 30 April 20242 on how to implement the new Solvency I
proportionality framework. It focuses on technical advice to operationalise proportionate measures that simplify
requirements for SNCUs whilst ensuring consistent application across Member States. Comments were due by
October 2024, with final advice delivered on 30 January 2025, forming the basis for the amendments to the
Delegated Regulation published in February 2026.

Recently, EIOPA has also published additional technical specifications* as part of further supervisory guidance.
These documents set out concrete details to support the calculation and interpretation of the amended Directive®
and Delegated Regulation,® providing a clear incentive to start exploring opportunities to apply proportionality
measures. The revised rules are set to apply from 30 January 2027.

-

. EIOPA. (2024, August 2). EIOPA consults on new proportionality regime under Solvency Il. Retrieved May 15, 2026, from
https://www.eiopa.europa.eu/eiopa-consults-new-proportionality-regime-under-solvency-ii-2024-08-02_en.

N

. European Commission. (2024, April 30). Request to EIOPA for technical advice on the review of specific items in the Solvency Il Delegated
Regulation (Delegated Regulation (EU) 2015/35). Retrieved May 15, 2026, from https://finance.ec.europa.eu/document/download/48789c5a-b143-
4963-b6c2-56feaad 13c67_en?filename=2404-request-eiopa-solvency2-review_en.pdf.

w

. EIOPA. (2025, January 30). Technical advice on the implementation of the new proportionality framework under Solvency Il. Retrieved May 15,
2026, from https://www.eiopa.europa.eu/publications/technical-advice-implementation-new-proportionality-framework-under-solvency-ii_en.

4. EIOPA. (2026, April 7). EIOPA publishes technical specifications for small and non-complex insurance undertakings and groups. Retrieved May 15,
2026, from https://www.eiopa.europa.eu/eiopa-publishes-technical-specifications-small-and-non-complex-insurance-undertakings-and-groups-2026-
04-07_en.

The complete text of the amended Solvency Il Directive can be found here: Directive - EU - 2025/2 - EN - EUR-Lex (Accessed May 15, 2026).

. The complete text of the amended Solvency Il Delegated Regulation can be found here: Delegated regulation - EU - 2026/269 - EN - EUR-Lex
(Accessed May 15, 2026).

o o

Solvency Il 1
Proportionality Framework May 2026


https://us.milliman.com/en/consultants/Bolton-Jennifer-Annelle
https://us.milliman.com/en/consultants/Bolton-Jennifer-Annelle
https://us.milliman.com/en/consultants/Bolton-Jennifer-Annelle
https://us.milliman.com/en/consultants/Bolton-Jennifer-Annelle
https://www.eiopa.europa.eu/eiopa-consults-new-proportionality-regime-under-solvency-ii-2024-08-02_en
https://finance.ec.europa.eu/document/download/48789c5a-b143-4963-b6c2-56feaa413c67_en?filename=2404-request-eiopa-solvency2-review_en.pdf
https://finance.ec.europa.eu/document/download/48789c5a-b143-4963-b6c2-56feaa413c67_en?filename=2404-request-eiopa-solvency2-review_en.pdf
https://www.eiopa.europa.eu/publications/technical-advice-implementation-new-proportionality-framework-under-solvency-ii_en
https://www.eiopa.europa.eu/eiopa-publishes-technical-specifications-small-and-non-complex-insurance-undertakings-and-groups-2026-04-07_en
https://www.eiopa.europa.eu/eiopa-publishes-technical-specifications-small-and-non-complex-insurance-undertakings-and-groups-2026-04-07_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202500002
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32026R0269

MILLIMAN BRIEFING NOTE

Objective

The proportionality regime under Solvency Il aims to reduce the regulatory burden on smaller, less complex insurers
by aligning requirements more closely with their risk profiles. The revised framework introduces a unified EU-wide
methodology for classifying insurers as SNCUs, marking a significant step towards addressing the fragmentation
and inconsistencies in current supervisory practices across Member States. Beyond SNCUs, proportionality
measures can also be extended to larger insurers under specific conditions, subject to national supervisory approval.
By reducing complexity, enhancing cost efficiency and maintaining appropriate oversight, the new framework
supports a more diverse and resilient insurance market whilst ultimately benefiting policyholders.

Proportionality measures

The amended Directive introduces a wide range of proportionality measures focused on reporting, governance,
computational issues and risk management. These measures provide targeted simplifications in areas where the
regulatory burden might otherwise be disproportionate to the risk profile of an undertaking.

All these measures (listed in Figure 1) are available to SNCUs, covering areas such as SFCR reporting, valuation,
SCR calculations and Own Risk Solvency Assessment (ORSA) requirements. For non-SNCUs, only a subset of
these measures is available.

FIGURE 1: OVERVIEW OF PROPORTIONALITY MEASURES
TOPIC EXCLUSIVE TO SNCU? MEASURE

SFCR frequency Yes SNCUs may limit the annual SFCR to quantitative reporting templates (QRTSs) only;
a full narrative SFCR must be published at least every three years.

SFCR audit Yes The Solvency Il balance sheet in the SFCR is exempt from mandatory external audit,
but Member States may extend this audit requirement to SNCUs as well.

QRTs Yes Additional QRT exemptions apply for SNCUs regarding quarterly reporting, climate
change-related risks to investments and natural catastrophes.”

Valuation Yes Short-term deposits (maturity < 1 year) may be valued at cost or amortised cost,
provided this introduces no material errors or if it results in a conservative (lower) value.

SCR Yes Simplified SCR calculations permitted for modules that are individually immaterial
(< 2% BSCR) and collectively limited (< 10% BSCR in total), to be demonstrated at
least every five years.

ORSA climate Yes Exemption from the climate change scenario analysis in the ORSA.

ORSA macroprudential No8 Exemption from macroprudential analysis in the ORSA.

ORSA frequency No The ORSA may be performed every two years instead of annually.

RSR No The required frequency for the regular supervisory report (RSR) cannot be increased to

more than every three years, but, where permitted by the supervisory authority, can be
lowered to every five years.

Written policies No Written policies (e.g., risk management, remuneration) may be reviewed every five
years instead of annually.

LRMP No Full exemption from the requirement to draw up a liquidity risk management plan.

7. EIOPA. (2026, March 30). Final report on supervisory reporting and public disclosure requirements under Solvency Il. Retrieved May 15, 2026,
from https://www.eiopa.europa.eu/publications/final-report-supervisory-reporting-and-public-disclosure-requirements-under-solvency-ii_en.

8. With the recently proposed increase in the threshold for financial stability reporting raised (from EUR 12 billion to EUR 20 billion) a wider group of
insurers (than just SNCUs) would be exempted from the newly required macroprudential analysis in the Own Risk and Solvency Assessment
(ORSA) and the prudent person principle (PPP) under the Sl review.
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TOPIC EXCLUSIVE TO SNCU? MEASURE

Key functions No Key functions (e.g., risk management, actuarial, compliance) may be combined with
each other, any non-key function, or membership of the administrative, management or
supervisory body. Combination with the internal audit function is not permitted.

Deterministic valuation No Prudent deterministic valuation of best estimate life liabilities permitted if options and
guarantees are immaterial.

Process to obtain proportionality measures

As a first step, the undertaking should conduct an internal assessment against the quantitative criteria set out in
Article 29a Directive (EU) 2025/2 to determine whether classification as an SNCU is feasible. The technical
specifications published by EIOPA provide clear guidance on the calculation methods to be used for these criteria,
and the relevant data points from the QRTs to identify an undertaking’s SNCU status. Furthermore, an internal
assessment against the additional criteria set out in Article 29b can be helpful, given that non-compliance with these
additional criteria can be grounds for objection by a supervisor against SNCU classification.

Depending on the outcome, two separate regulatory pathways can be followed to obtain proportionality measures:

= Notification process: Submit a notification to the supervisor to obtain SNCU status and apply the corresponding
proportionality measures

=  Application process: If SNCU status is not feasible based on the quantitative criteria, submit a formal written
request seeking supervisory approval for the application of specific proportionality measures

The application process for non-SNCUs is subject to a separate set of eligibility criteria from the SNCU process,
which should be addressed in the written request. The process for non-SNCUs is less focused on meeting
quantifiable criteria and is more subject to the supervisor’'s judgement of the undertaking’s risk profile regarding its
nature, scale and complexity.

SNCU CLASSIFICATION PROCESS

The classification process begins by examining whether the undertaking meets the criteria from Article 29a for two
consecutive financial years immediately prior to classification. These criteria can be grouped into three categories,
depending on whether the undertaking’s business model is classified as life, non-life or composite (joint life and
non-life). An undertaking is classified as life if gross technical provisions for life business, divided by total gross
technical provisions, exceed 20%. It is classified as non-life if non-life gross written premium (GWP) divided by total
GWP exceeds 40%. It is classified as composite if both conditions are satisfied. Composite insurers must comply with
both the criteria for life and non-life insurers. The relevant criteria from Article 29a, together with the grounds for
objection by supervisors (from Article 29b), are presented in Figure 2. Please note that these criteria are slightly
different for Captives and Groups, which will be discussed later in the paper.

FIGURE 2: CRITERIA FOR SNCU CLASSIFICATION AND (IN BLUE) GROUNDS FOR OBJECTION BY SUPERVISOR

TOPIC CRITERIA UNDERTAKING TYPE
Cross-border premium Annual GWP from EU Member States outside the home Member State must be Life and Non-Life
threshold under EUR 20 million and under 10% of total annual GWP.

Investment risk concentration Market risk + counterparty default risk for securitisations, derivatives, receivables  Life and Non-Life

from intermediaries and other investments not covered by the spread risk
module + any capital requirement for intangible-asset investments not covered
by the spread risk module must be £20% of total investments.

Reinsurance Accepted (i.e., incoming, not ceded) reinsurance must not exceed 50% of total Life and Non-Life
annual GWP income.

SCR Compliance with the SCR with and without transitional measures. Life and Non-Life
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TOPIC CRITERIA UNDERTAKING TYPE

Complexity Certain insurers shall never be classified as an SNCU: insurers with a partial or
full internal model, specific parent undertakings,® and undertakings managing
group pension funds exceeding EUR 1 billion.

Interest rate submodule Interest rate risk submodule < 5% of gross technical provisions (before Life
recoverables from reinsurance and special purpose vehicles).

Technical provision Gross life technical provisions (before recoverable from reinsurance and special Life
purpose vehicles) < EUR 1 billion.

Combined ratio Average combined ratio for non-life activities (net of reinsurance) over the last Non-Life
three years < 100%.

GWP Annual GWP income from non-life activities < EUR 100 million. Non-Life
Exposure to specific lines of The sum of the annual GWP in aircraft, ships, goods in transit, aircraft liability, Non-Life
business liability for ships, credit and suretyship (LoBs: 5, 6, 7, 11, 12, 14 and 15) is not

higher than 30% of total annual written premiums.

Market share Less than 5% market share in the home Member State. Life and Non-Life

In addition to these criteria, an undertaking should also consider planned strategic initiatives over the next three
years, as any changes that could result in non-compliance may render the application for SNCU status unsuccessful.
As mentioned earlier, the technical specifications published by EIOPA provide clear guidance on the calculation
methods and relevant QRT data points to be used for the above criteria, which have been included in the Appendix.

It should be noted that EIOPA’s recent technical specifications provide no guidance on the criteria which can be used
as grounds for objection by supervisors. These aspects may therefore remain subject to supervisory judgement and
interpretation, which could result in an application being unexpectedly opposed by the supervisor. Insurers are
therefore advised to engage proactively with their supervisors in advance of filing a formal notification or application
to avoid such an outcome.

NOTIFICATION PROCESS

Insurers that have ensured they comply with the criteria discussed in the previous section may notify the supervisory
authority with a view to being classified as an SNCU. The natification should include, at a minimum, the following
information:

= Evidence for demonstrating compliance with all criteria applicable to the undertaking

= Declaring that no strategic change is planned that would lead to non-compliance with any of the criteria in the
next three years

= Alist of intended proportionality measures the undertaking expects to implement

Based on the information provided, the national supervisor then has two months ' to oppose the undertaking’s
classification as an SNCU. Any decision to oppose must set out the reasons in writing. If no decision is made within
the prescribed period, the undertaking is automatically classified as an SNCU. SNCUs must then monitor their
ongoing compliance and notify the supervisor without delay if any criteria are no longer met or if the list of
proportionality measures intended to be used changes. Moreover, SNCUs must report information on the
proportionality measures used in their regular supervisory reporting.

9. Specific parent undertakings include parents of a financial conglomerate, parents of a group subject to group supervision unless that group is itself
classified as a small and non-complex group (SNCG), and parents of credit institutions, investment firms, UCITS management companies,
alternative investment fund managers and institutions for occupational retirement provision.

10. The period is extended to four months for requests received by supervisory authorities within the first six months after 30 January 2027.
This provision is also reflected in Dutch law (Article I, paragraph 2, Implementatiewet wijzigingsrichtlijn Solvabiliteit Il 2027),
with the standard two-month period reflected in Article 3:131ba, paragraph 3, Wft).
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If non-compliance with the criteria persists for two consecutive years, the undertaking must inform the supervisory
authority and will cease to be classified as an SNCU from the following financial year.

Supervisors may also require the undertaking not to apply one or more proportionality measures if they have serious
concerns about an SNCU'’s risk profile, provided the supervisors’ request is justified in writing with reference to the
specific concerns relating to the risk profile of the undertaking. These concerns are justified in case of:

=  Failure to meet, or risk of failing to meet, the solvency capital requirement, also without transitional measures
= Ineffective system of governance (Article 41)
= Material changes in the risk profile that may lead to significant non-compliance with SNCU criteria

NEGATIVE CLASSIFICATION FOR SNCU STATUS

Insurers that do not qualify as SNCUs may still apply for certain proportionality measures; however, under the
amended Solvency Il Directive (Article 29d), these require prior approval from the national supervisory authority.
Non-SNCUs must obtain approval for each measure separately, meeting the relevant eligibility criteria set out in
Figure 3. The supervisor will assess each request on a case-by-case basis. It will approve or reject each measure
separately and may impose conditions. Please note that insurers already applying one of the proportionality
measures below by 28 January 2025 may continue to apply these measures without having to reapply for approval.

Figure 3 shows which criteria apply to each measure. Blue highlighting indicates that the criterion is relevant for that
specific proportionality measure.

FIGURE 3: MEASURE-SPECIFIC CRITERIA WHEN APPLYING FOR PROPORTIONALITY MEASURES WITHOUT SNCU STATUS

WRITTEN KEY PRUD. DET.

CRITERIA ORSA POLICIES LRMP FUNCTIONS VALUATION

Able to withstand current and future risks.

No ongoing supervisory measures to remedy
material non-compliance with Solvency Il.

No complex business model (based on business
strategy, business plan, products or investments).

No unresolved material objections regarding the
system of governance.

Has a market share < 5%.
Technical provision < EUR 12 billion.
Annual gross premium (GWP) < EUR 2 billion.

Solvency Capital Requirement is exceeded by an
appropriate margin (based on the internal target in
the medium-term capital management plan).

More frequent assessment by supervisors than
requested by the insurer is not considered
necessary.

No unresolved concerns identified in the most
recent RSR.

Regulator is satisfied with the information
provided in the SFCR and QRTs.

Risk management not hindered by reducing the
ORSA frequency (Art. 44). In addition, effective
monitoring is in place and sufficient resources are
available to carry out ad-hoc ORSA if necessary.

Supervisor satisfied with the information provided
in most recent ORSA.
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WRITTEN (3 PRUD. DET.

CRITERIA ORSA POLICIES LRMP FUNCTIONS VALUATION

No material exposure to liquidity risk, on either
asset side or liability side.

Supervisor has no material concerns about
liquidity position as a result of (macro)economic
trends or level and quality of own funds.

The person must have sufficient knowledge, skills
and experience, and the combination of functions
does not detract from ability and availability to
perform their tasks.

Costs of maintaining separate functions are
disproportionate.

Time value of options and guarantees where the
deterministic valuation is applied represents < 5%
of the SCR.

Can demonstrate that the use is proportionate to
the nature, scale and complexity of the risks.

As noted above, some criteria can be subject to supervisory judgement. The same recommendation to engage with
the supervisor in advance of a formal application therefore applies here.

APPLICATION PROCESS

The approval process for non-SNCUs mirrors that for SNCUs. Insurers must submit a formal request to their
supervisory authority, including:

= Alist of the proportionality measures the insurers intend to apply, with a written justification explaining why the
measures are appropriate considering the nature, scale and complexity of the insurers’ risk profile

= A strategy declaration confirming that no strategic changes are planned within the next three years that could
materially affect the insurers’ risk profile

=  Any other material information regarding the insurers’ risk profile

Based on the information provided, the supervisor then has two months'' to assess the request, similar to the SNCU
process. The supervisor will provide written feedback setting out:

=  Approval or rejection for each requested proportionality measure, including any additional conditions
= The reasons for any rejection or for imposing additional conditions

=  Where relevant, a request for additional information to complete the assessment (which extends the duration of
the process)

After approval, the supervisor may amend or withdraw approval at any point if the undertaking's risk profile changes
materially, with any such decision required to be in writing with stated reasons.

The undertaking must monitor ongoing compliance accordingly. Where an undertaking decides to stop using any
approved proportionality measure, it is required to inform its supervisory authority thereof.

11. The period is extended to four months for requests received by supervisory authorities within the first six months after 30 January 2027. This
provision is also reflected in Dutch law (Article Il, paragraph 2, Implementatiewet wijzigingsrichtlijn Solvabiliteit [l 2027), with the standard two-
month period reflected in Article 3:131ba, paragraph 3, Wit).
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Initial actions and next steps

The recently published technical specifications, together with the finalised amending Directive and amendments to
the Delegated Regulation, create an opportunity to take the first steps. The starting point is to assess, based on the
QRTs, whether the criteria for SNCU classification are met. If so, a notification can be prepared and submitted to the
local supervisor in a relatively straightforward manner. Proportionality measures to be used need to be identified,
but no measure-specific criteria need to be demonstrated and no justification per measure is needed.

When an undertaking does not meet all SNCU criteria, the process becomes more involved. In that case, the
following steps should be taken:

= Select proportionality measures: Choose proportionality measures that are desirable based on the expected
internal impact and feasibility against the applicable criteria.

=  Gather required and supporting evidence: Depending on the selected proportionality measures, collect the
key reports (RSR, ORSA, QRTs and SFCR), relevant policies (risk management, asset-liability management,
liquidity and governance) and CVs of key function holders. Where relevant, also include liquidity and cost
reporting, relevant internal/external correspondence and any supporting inputs from the business plan, business
strategy and the ALM study.

= Assess strategy: Review the current business plan and business strategy and update them where they are
outdated. Identify actions from these documents that could impact the risk profile or compliance with the criteria,
and adjust the strategy as needed to reflect the desired proportionality measures.

=  Prepare for the application process: Use the collected information and strategy assessment to test the criteria
for the selected proportionality measures. Confirm whether the conditions are met and address any findings.
Justify the measures (given the risk profile and the impact on the organisation) and initiate a dialogue with the
national supervisor.12

Although the steps above provide a practical overview, a practical solution will depend on the specific risk profile
and circumstances of the undertaking. Furthermore, depending on the market(s) in which the undertaking operates,
and on prior and ongoing dialogue with the supervisor, certain criteria may be interpreted or applied differently
across insurers.

Dutch law

The proportionality measures from the Solvency Il review are proposed to be incorporated into Dutch law through
Article 3:131ba of the Wet op het financieel toezicht (Wft), which falls under Section 3.5.1b of that Act. Any insurer
meeting the SNCU criteria under Articles 29a and 29b of the Solvency Il Directive may be classified as an SNCU
after a formal approval request is submitted to and approved by the Dutch supervisor (DNB). The formal request must
be submitted to DNB together with the information as specified by a general administrative order (AMvB).

Article 3:131bb further specifies the proportionality measures as set out in the amending Directive. Insurers that do
not meet the criteria of Article 3:131ba, and therefore cannot be classified as an SNCU, still have the possibility under
Dutch law to apply for the use of one or more individual proportionality measures under Article 3:131bc, in line with
the amended Delegated Regulation.

12. For example, by signaling the intended use of proportionality measures through surveys/questionnaires by supervisors (e.g., the qualitative
questionnaire recently sent out by DNB and due at the end of May 2026: https://www.dnb.nl/media/sjxgkrhy/kwalitatieve-vragenlijst-2025ye.docx
(Accessed May 15, 2026), or by attending the EIOPA public event on 1 July 2026: New proportionality framework under Solvency Il - European
Insurance and Occupational Pensions Authority (Accessed May 15, 2026).
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DIVERGENCE BETWEEN DUTCH LAW AND THE SOLVENCY Il DIRECTIVE

Dutch law follows the Solvency Il Directive closely in principle. However, the Dutch implementation differs from the
amending Directive and the amended Delegated Regulation on a few points. One is the point regarding the process
for becoming an SNCU. The Directive and Delegated Regulation follow a notification-unless-objection process, where
an undertaking notifies its supervisor and is classified as an SNCU unless the supervisor objects. Under Dutch law,
the process is designed as a prior approval process, where an undertaking must submit a formal approval request to
DNB, which then actively decides whether to grant or refuse the classification.

A further divergence exists regarding the loss of SNCU classification. Where the Solvency Il Directive provides that
an undertaking automatically ceases to be classified as an SNCU upon meeting any exclusion criterion, Dutch law
frames this as a formal withdrawal of approval by DNB. This creates ambiguity regarding the status of the
undertaking in the period after it has notified DNB of non-compliance with the criteria but before DNB has formally
withdrawn the classification.

Captive insurers

Captives operate mostly within their group and generally do not expose themselves to unknown policyholders.
Therefore, the proportionality framework is adjusted to their specific risk profiles, offering different reliefs depending
on whether they can obtain SNCU classification. Captives are also treated differently with respect to the audit
requirement; irrespective of any general requirement, captives are, in principle, excluded from the SFCR audit
requirement. The only exception is where a Member State decides to extend the scope of the audit requirement to
captives. Captive insurers or reinsurers that can be classified as an SNCU have, where applicable, access to the
proportionality measures discussed in Figure 1.

CAPTIVE-SPECIFIC CLASSIFICATION PROCESS AND POTENTIAL RELIEFS

The SNCU status for a captive can be obtained in two ways. First is through the quantitative criteria as set out in
Figure 2, with the difference that captives are excluded from both the cross-border premium income threshold and the
reinsurance acceptance restriction.

The second alternative recognises that the standard criteria were designed without captives in mind. Under this
pathway, the captive must comply with both of the following criteria:

=  Only group entities are insured: The captive exclusively covers legal entities within its group. Natural persons
may also be covered under the group’s insurance policies, provided that the technical provisions relating to such
coverage remain below 5% of the captive’s total technical provisions.

= No compulsory third-party liability insurance: No insurance is written that legally protects public members
outside the group.

Any captive that meets these two conditions but still cannot obtain SNCU status because it falls within the category of
insurers that can never be classified as such (see criteria around complexity in Figure 2) may nonetheless obtain
relief for the following specific measures:

= Item-by-item exemption may be sought in the quarterly supervisory reporting
= ORSA may be performed every two years instead of annually

= A simplified SFCR may be used in which no policyholder section is required and the market professional section
is reduced to quantitative templates only

For captive reinsurers, the SFCR relief requires that two additional conditions be met: loans and cash pools with the
parent or any group company must not exceed 20% of total assets, and the maximum loss resulting from gross
technical provisions must be deterministically assessable without the use of stochastic methods.

Where a captive cannot be classified as an SNCU, it may still apply for individual proportionality measures through
the standard prior approval process, on the same basis as any other non-SNCU undertaking.
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Groups

Groups that fall under group supervision and are not excluded from obtaining small and non-complex group (SNCG)
status'® have access to the same proportionality measures as individual insurers. The measures are assessed and
granted by the group supervisor. The criteria are the same in principle as those for individual insurers, but are
assessed on a consolidated basis. It should be noted that the life and non-life criteria in Figure 2 already apply if one
of the subsidiaries is a life or non-life insurer.

Importantly, for groups, there are two methods to calculate group solvency. Method 1 is based on accounting
consolidation, where all entities within the group are treated as a single consolidated entity, giving the group
supervisor full visibility over the group. Method 2, by contrast, is based on deduction and aggregation, in which one or
more subsidiaries' solvency is calculated individually and the results are then aggregated at group level rather than
consolidated. This means that under method 2, a subsidiary's figures are reported on a standalone basis, reducing
the group supervisor's visibility over that subsidiary compared to method 1. As a result, the group can only qualify as
an SNCG if each subsidiary to which method 2 is applied is itself classified as an SNCU.

Where a group cannot be classified as an SNCG, it may still apply to the group supervisor for specific proportionality
measures on a case-by-case basis through the prior approval process, on the same basis as any non-SNCU
undertaking. In assessing the complexity of the group’s business model, the group supervisor will consider additional
relevant characteristics at group level.

Where groups do not fall under group supervision, the same process is followed for each entity as for individual
insurers.

GROUP SUBSIDIARY (PROPORTIONALITY) RELIEFS INDEPENDENT OF SNCU STATUS

For subsidiaries that are part of a group, the liquidity risk management plan can be simplified independently of
whether the subsidiary is classified as an SNCU. Rather than requiring each subsidiary to draw up its own individual
plan, the Directive allows the requirement to be met at group level, provided that the group-level plan covers the
relevant subsidiary. This means a subsidiary can benefit without needing to go through the SNCU classification
process or the prior approval process. Where a subsidiary benefits from this exemption, it is still required to submit
the parts of the group plan covering its own situation to its local supervisor. The local supervisor retains the power to
overrule this exemption and require additional information or a full individual plan. Similarly, for the macroprudential
analysis part of the ORSA, the supervisory authority may decide not to request solo-level analyses when the group-
level analysis is sufficient and covers the specificities of that subsidiary.

13. Certain groups shall never be classified as an SNCG: financial conglomerates, groups using an approved partial or full internal model, and groups
in which at least one subsidiary is a credit institution, investment firm, UCITS management company, alternative investment fund manager,
institution for occupational retirement provision or an unregulated undertaking carrying out banking activities on a significant basis.

14. The amended Delegated Regulation mentions the following characteristics: group structure, number of jurisdictions in which the group operates,
the proportion of the group’s total revenues stemming from activities conducted in other Member States and the significance, both in numbers and
revenues, of subsidiaries within the group that are not insurance or reinsurance subsidiaries.
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Appendix: Proposed calculation methods to determine SNCU criteria

The recently published technical specifications by EIOPA provide clear guidance on the calculation methods for the
criteria an undertaking must meet to obtain SNCU status. SNCUs are insurers that satisfy the criteria set out in Article
29a of the amended Solvency Il Directive, which, depending on the nature of their activities, can be separated into
Life, Non-Life and Composite criteria. The following criteria apply regardless of life, non-life or composite business

structure:

FIGURE 4: CRITERIA APPLICABLE TO ALL INSURERS

TOPIC FORMULA / THRESHOLD
Cross.-border GWPﬁE,,ﬂ"L”ff‘g + Gwpfff/;"m
premium G P o + WP

GWPREAES, + GWPELMt < EUR 20 million

<10% or

Investment risk SCRY ket + SCRE S yper + SCRYangibtes
concentration Totalp,ypestments
Accepted GwpTotal + gwpTotal + GWP

Reinsurance,Non—Life Reinsurance,Life

Reinsurance,Health

reinsurance Gwpmmt T GWP{;’;;” T GWP
<50%
SCR compliance EOFTetal
gible
> 1009
SCR %o or

EOFgidly. > SCR

Solvency Il
Proportionality Framework

RELEVANT QRTS

Numerator:

"  Premiums by underwriting
entity (S.04.04.01.01)
combined with a list of
underwriting entities
(S.04.03)

"  Premiums by underwriting
entity and EEA country
(S.04.04.01.02)

= Activity by country for
location of risk
(S.04.05.01.02)

Denominator:

"  Premiums, claims and
expenses by line of
business (S.05.01)

Numerator:
"  Net market risk (S.26.01)

®  Gross counterparty default
risk Type 2 (S.26.02)

" Netintangible assets
(S.25.01)

Denominator:

" Balance sheet (S.02.01)

Numerator:

"  Premiums, claims and
expenses by line of
business (S.05.01)

Denominator:

"  Premiums, claims and
expenses by line of
business (S.05.01)

Numerator:

"  Own funds (S.23.01)

Denominator

"  Solvency Capital
Requirement (S.23.01)

NOTES

Captive insurers
are exempt.

Captive insurers
are exempt.
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The following criteria apply to insurers pursuing life activities. For composite insurers, these criteria are only
applicable where life business is material, where:
Gross

TPrife
> 20%
Sroms = .
TProtat

Both the numerator and denominator are derived from the balance sheet (S.02.01). Given material life activities, the
following criteria should be addressed to obtain SNCU status:

FIGURE 5: CRITERIA APPLICABLE TO INSURERS WITH MATERIAL LIFE ACTIVITIES

TOPIC FORMULA / THRESHOLD RELEVANT QRTS NOTES
Interest rate SCRY ¢, rost Rate < 5% Numerator:

- _InterestRate _ g,
submodule TP§ross = Solvency Capital

Requirement for market
risk (S.26.01)

Denominator:

" Balance sheet (S.02.01)

Technical TPf{f";‘ < EUR 1 billion Balance sheet (S.02.01)
provision Life

The following criteria apply to insurers pursuing non-life activities. For composite insurers, these criteria are only
applicable when non-life business exceeds the materiality threshold, where:

GW PP

—=40%
GWPTotal

Both the numerator and denominator are derived from premiums, claims and expenses by line of business (S.05.01).

Given that the activities that are written are material, the following criteria should be addressed to obtain SNCU
status:

FIGURE 6: CRITERIA APPLICABLE TO INSURERS WITH MATERIAL NON-LIFE ACTIVITIES

TOPIC FORMULA / THRESHOLD RELEVANT QRTS NOTES
1 . .
Avera_ge . §Z§=1(C laims} iy reay + EXpensesy o red,y) Numerator:
combined ratio <100% f i
Premiumsyet "  Premiums, claims and
Y expenses by line of
business (S.05.01)
Denominator:
"  Premiums, claims and
expenses by line of
business (S.05.01)
GWP Non-Life GWPY3t < EUR 100 million Premiums, claims and
expenses by line of business
(S.05.01)
Expo_:_urt*t to . GWPRE + GWPIPR 4 qwpho PP Ry g pDir 4 qwPEEP R Numerator:
S lines o GWPRI + GWPE PR 4 gwpNonProp Rl = Premiums, claims and
business NL NL
<30% expenses by line of
business (S.05.01)
Where MAT refers to Marine, Aviation and Transport and CS refers Denominator:
to Credit and Suretyship. The superscripts Dir, Prop Rl and Non-Prop =  Premiums, claims and
RI denote direct business, proportional reinsurance accepted and expenses by line of
non-proportional reinsurance accepted, respectively. business (S.05.01)
Solvency Il 12
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