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• Own funds – for a period of up to 10 years insurers may be 
permitted to continue to meet conditions at least as stringent 
as those that applied under Solvency I regarding the 
classification of own funds rather than having to apply 
Solvency II’s requirements on the tiering of own funds. 

• Solvency Capital Requirement (SCR) – for a period of up to 
10 years insurers may be permitted to calculate a 
‘transitional SCR’ with modified stresses, scenarios, 
correlation coefficients and parameters provided that the 
‘transitional SCR’ is no lower than the sum of the Minimum 
Capital Requirement (MCR) and 50% of the difference 
between the SCR and the MCR. 

The transitional measures are summarised in more detail in the 
Appendix below. 

EIOPA’s responsibilities 

Omnibus II clarifies the areas in which the European Insurance 
and Occupational Pensions Authority (EIOPA) will be tasked 
with developing draft binding technical standards for 
submission to the Commission by 31 December 2011. In 
addition Omnibus II proposes charging EIOPA with certain 
other responsibilities such as: 

• Resolving disagreements between supervisors in areas such 
as the approval of applications to use an internal model at 
group and subsidiary levels where Solvency II provides for 
joint decisions to be made by national supervisors. EIOPA’s 
role will be to mediate between conflicting views of 
supervisors rather than overruling their judgement. 

• Publishing the relevant risk-free interest rate structures 
including an illiquidity premium in periods of stressed 
liquidity. 

• Publishing certain inputs to the standard formula SCR 
calculation in order to achieve harmonisation of approach. 

• Determining the conditions that constitute an ‘exceptional 
fall in the financial markets’ for the purpose of determining 
when an extended recovery period following a breach of SCR 
is permitted. 

‘From Regulation to Supervision’, EIOPA’s recently published 
Solvency II medium term work plan sets out EIOPA’s planned 
activities over the coming years including plans for the drafting 
of the binding technical standards proposed by Omnibus II.2 

What next? 
The draft text of the Directive will be considered for approval at 
the European Council and European Parliament. When 
approved, the amendments will be incorporated into the 
Solvency II Directive which will be effective from 1 January 
2013. 

                                                             
2 
https://eiopa.europa.eu/fileadmin/tx_dam/files/aboutceiops/WorkinP
rogress/SolvencyII-Medium-Term-Work-Plan-2011-2014.pdf 

The Omnibus II Directive will provide a framework of the areas 
where transitional arrangements will be available, the 
maximum periods that the transitional arrangements will apply 
for and the minimum requirements that will have to be met 
during the transitional period. However, the actual transitional 
requirements and their duration will be determined in 
delegated acts. It is expected that draft delegated acts will be 
published for consultation in June 2011 and are expected to be 
finalised by the end of 2011. As a result, the expected impact of 
the transitional arrangements will not be clear until mid-2011 
and are not expected to be known with certainty until the end of 
the year. 

Finally, it is worth noting that as the transitional arrangements 
are being specified in delegated acts they will be EU-wide in 
nature and so it is expected that the nature and duration of the 
transitional arrangements will be consistent across all Member 
States. 

Am I affected? 
Insurers that fall under the scope of the Solvency II Directive 
will be affected by amendments introduced in the Omnibus II 
Directive.   

What do I need to do? 

Insurers might wish to consider the impact of the proposed 
amendments on their Solvency II implementation plans. In 
considering the potential impact of these proposals it is 
important to bear in mind that the draft Omnibus II 
Directive sets out the maximum transitional periods that the 
Commission will be able to adopt. The Commission will 
determine the actual period for each transitional measure 
(which may well be shorter than the maximum) taking into 
account how long it is expected insurers will need to prepare 
to apply Solvency II’s full requirements. As indicated above, 
the impact of transitional arrangements on implementation 
plans will not be clear until delegated acts are published in 
the second half of 2011. 

 

Contacts 

If you would like to discuss the content of this Breaking News in 
more detail please contact:  

Paul E Clarke 020 7804 4469 paul.e.clarke@uk.pwc.com 
Charles 
Garnsworthy 

020 7804 4147 charles.e.garnsworthy@uk.pwc.com 

Jim Bichard 020 7804 3792 jim.bichard@uk.pwc.com 
Mike Vickery 011 7923 4222 mike.p.vickery@uk.pwc.com 
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Appendix – Summary of transitional measures to be included in the Solvency II directive 
Area Solvency II 

Directive article 
Requirements which may be disapplied Maximum 

duration 
Minimum conditions to be met in transitional period 

Systems and policy 
regarding 
reporting to 
supervisors 

35(5) and 254(2) Requirement to have appropriate systems and structures in place to 
fulfil the requirements in respect of reporting to supervisors as well as a 
written policy, approved by the administrative, management or 
supervisory body of the insurance or reinsurance undertaking, ensuring 
the ongoing appropriateness of the information submitted. 

3 or 5 years 
(inconsistency 
in draft 
Omnibus II 
text) 

The transitional requirements must comply at least with the 
laws, regulations and administrative provisions relating to 
production of accounts and periodic submission of returns that 
exist under the Solvency I Directives. 

Governance 41(1) and 41(3)  Requirement for effective system of governance which provides for 
sound and prudent management. 
Requirement for written policies in relation to at least risk 
management, internal control, internal audit and, where relevant, 
outsourcing. 

3 years The transitional requirements must comply at least with the 
laws, regulations and administrative provisions related to the 
system of governance that exist under the Solvency I Directives. 

Public reporting 51(1) and 256(1) Requirement to publish a Solvency and Financial Condition Report 
(SFCR). 

3 years As a minimum, a ‘high level summary’ of the information the 
Solvency II Directive would otherwise require to be in the SFCR 
must be published. 

Valuation of assets 
and liabilities 

75(1) Requirement for valuation based on arm’s length transaction between 
knowledgeable willing parties. 

10 years The transitional valuation requirements must comply at least 
with the Member State's laws, regulations and administrative 
provisions for valuation of such assets and liabilities which 
were applicable on 31 December 2012. 

Calculation of 
technical 
provisions 

76(2), 76(3) and 
76(5) 

Requirements for technical provisions to: 
• correspond to the amount insurers would have to transfer their 

obligations immediately to another insurer; 

• be calculated making use of and being consistent with information 
provided by the financial markets and generally available data on 
underwriting risks; 

• be calculated as a best estimate plus a risk margin; 

• be calculated by internal processes and procedures which ensure the 
appropriateness, completeness and accuracy of the data used;  

• comply with specified implementing measures. 

10 years The transitional requirements must comply at least with the 
laws, regulations and administrative provisions related to the 
calculation of technical provisions that exist under the Solvency 
I Directives. 

Tiering of own 
funds 

94 Criteria by which own funds are classified into tiers 1, 2 and 3.  10 years The transitional requirements must comply at least with the 
laws, regulations and administrative provisions relating to the 
classification of own fund items that exist under the Solvency I 
Directives. 



Breaking News 
FS Regulatory Centre of Excellence 
20 January 2011 

 
Area Solvency II 

Directive article 
Requirements which may be disapplied Maximum 

duration 
Minimum conditions to be met in transitional period 

SCR 100 (paragraph 1), 
101(3), 103 and 
104 
 
 
37(1)(a) and 37(2) 

Requirement to hold own funds to cover the SCR; requirement for SCR 
to be calibrated to a 99.5% Value At Risk (VAR) over a one year period; 
requirement to calculate SCR at least annually (and to update it without 
delay if risk profile changes); prescribed structure of the Basic SCR 
within the standard formula. 
Imposition of capital add-on when standard formula SCR does not 
capture risk profile. Requirement for capital add-on to be calibrated to 
a 99.5% VAR. 

10 years The calculation of the ‘transitional SCR’ may include 
modifications to the stresses, scenarios, correlation coefficients 
and parameters of the SCR standard formula that would 
otherwise apply. Insurers must comply with a transitional SCR 
that is no higher than the SCR and no lower than the sum of the 
MCR and 50% of the difference between the SCR and the MCR. 
Where a transitional SCR is applied then need for any capital 
add-on must instead take into account the assumptions 
underlying the transitional SCR. 

Group SCR 218(2) - (3) and 
213(2)(c) 

Requirement for insurance groups headed in the EEA and in non-
equivalent third countries to maintain own funds at least equal to the 
group SCR. 

10 years The calculation of group own funds and group SCR must be 
calculated in accordance with the transitional provisions 
adopted for the tiering of own funds and the calculation of a 
transitional SCR at a solo level. The eligible group own funds 
covering the transitional group SCR must be available in the 
group. 

Equivalence of 
third countries 

172(3) & 134(1), 
227(1) and 261(1) The criteria by which equivalence is assessed in respect of: 

• the group supervisory regime of a third country; 

• the solvency regime of a third country applied to both insurance and 
reinsurance activities; 

• the solvency regime of a third country applied to reinsurance 
activities only. 

 

5 years The conditions to be met by the third country will be specified 
in delegated acts and may include: 
• commitments given by the third country supervisory 

authority; 

• the third countries convergence to an equivalent regime 
over a period of time; 

• the existing or intended content of the regime; and 

• matters of cooperation, exchange of information and 
professional secrecy obligations. 

The decisions will be made on a case by case basis and will be 
reviewed regularly. 

 

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication without obtaining 
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, 
PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance 
on the information contained in this publication or for any decision based on it.  
© 2011 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to PricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom), which is a member firm of 
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