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OVERVIEW 
Directive 2009/138/EC – also known as Solvency II – sets out the prudential regulatory framework 
for the insurance sector in the EU. The framework aims to establish the single market for insurance 
services further, while strengthening policyholders' protection.  

On 22 September 2021, the European Commission tabled a proposal for a directive that would 
amend Solvency II in essentially three ways: i) lowering regulatory obligations on small and low-risk 
profile insurance companies, ii) taking into account long-term and climate change risks, and 
iii) enhancing group-level and cross-border supervision. 

In the European Parliament, the referral to the Committee on Economic and Monetary Affairs (ECON) 
was announced in plenary on 22 November 2021. Rapporteur Markus Ferber (EPP, Germany) tabled 
his draft report on 6 June 2022. The vote in committee has not yet been scheduled. The Council 
agreed its position in June 2022. 
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Introduction 
In July 2020, the European Commission initiated a review of Directive 2009/138/EC on the taking-
up and pursuit of the business of insurance and reinsurance, also known as the Solvency II Directive, 
or Solvency II. The review focuses on the rules regarding long-term guarantee measures, solvency 
capital requirement, minimum capital requirement, and supervision of insurance companies 
operating in different EU Member States. 

As a result of the review, on 22 September 2021, the Commission tabled a proposal for a directive 
amending Solvency II (the 'amending proposal', COM(2021) 581). The amending proposal is 
accompanied by another proposal for a directive establishing a framework for recovery and 
resolution of insurance companies (the 'IRRD proposal', COM(2021) 582), also part of the results of 
the Solvency II Directive's review. The two proposals are separate yet connected: the amending 
proposal would regulate insurance companies before they fall into financial distress, while the IRRD 
proposal would establish an EU-level harmonised framework to cope with failing insurance 
companies. 

Existing situation 
The Solvency II Directive came into force in 2016, replacing 14 directives formerly known as 
Solvency I. Solvency II is built on three pillars: 

 Pillar I sets the quantitative requirements, i.e. the assets and liabilities valuation and 
capital requirements; 

 Pillar II sets the qualitative requirements, including governance and risk management 
of the undertakings and the own risk and solvency assessment (ORSA); 

 Pillar III sets the supervisory reporting and public disclosure. 

Solvency II implements the principle of market valuation of assets and liabilities of insurance 
companies and risk-based capital requirements. Nevertheless, Solvency II integrates the principle of 
proportionality in ensuring that the regulatory requirements take into account the nature, scale and 
complexity of the risks inherent in an insurance company, since they may constitute unnecessary 
burden for some insurance companies. Finally, Solvency II requires national supervisors to increase 
coordination and exchange of information in colleges of supervisors for the benefit of cross-border 
supervision. 

The previous review conducted by the European Supervisory Authorities (ESAs) in 2019 led to 
amending Regulation (EU) 2019/2175 (the 'ESA review'), which brought changes to existing 
convergence tools and governance provisions. Moreover, where cross-border insurance activities 
are significant for the host Member State's market and require close collaboration between EU 
Member States' supervisory authorities, the European Insurance and Occupational Pensions 
Authority (EIOPA) has a mandate to set up and coordinate collaboration platforms.1 

Preparation of the proposal 
The amending proposal is accompanied by an impact assessment (SWD(2021) 260),2 which 
concludes that, while the Solvency II framework overall functions effectively, certain elements need 
to be improved. In particular: 

1) Long-term risk exposure assessment can be improved so that Solvency II no longer 
creates disincentives to long-term investment in equity, and would better 
capture long-run sustainability risks; 

2) Riskiness assessment needs to be revised so that Solvency II reflects the low 
interest rate environment appropriately, and avoids high volatility in solvency 
ratios being unduly generated; 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02009L0138-20210630
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2324_en
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2324_en
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2353_en#:%7E:text=Without%20prejudice%20to%20paragraph%201,in%20accordance%20with%20Article%2037.
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0581
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0582
https://ec.europa.eu/commission/presscorner/detail/fr/MEMO_15_3120
https://www.eiopa.europa.eu/browse/solvency-2_en
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2226_en
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2474_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32019R2175
https://www.eiopa.europa.eu/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021SC0260&qid=1668008756352
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3) Proportionality in Solvency II can also be improved so that smaller and less risky 
insurance companies benefit from a simplified framework; 

4) Recent failures of insurance companies with cross-border operations highlighted 
shortcomings in supervision and confirmed that policyholders are not protected 
consistently across the EU in the event of financial distress; 

5) The supervisory toolkit to prevent systemic risks may prove to be insufficient. 

Table 1 provides an overview of the policy options assessed by the Commission's impact assessment 
for each of the problems, with the preferred options highlighted in blue.  

Table 1 – Policy options assessed by the Commission and preferred options (blue) 

(1) 
Long-term  

green financing 

(2) 
Risk sensitivity  
and volatility 

(3) 
Proportionality 

(4) 
Supervision 
protection 

(5) 
Financial stability 

BASELINE: Do 
nothing 

BASELINE: Do nothing BASELINE: Do nothing BASELINE: Do nothing BASELINE: Do nothing 

Facilitate long-term 
investment in equity 

Fix all technical flaws 
in relation to risk 
sensitivity and 
volatility 

Exclude a significant 
number of firms from 
Solvency II and enhance the 
proportionality principle 
within Solvency II 

Improve quality of 
supervision, in 
particular cross-
border supervision 

Make targeted 
amendments to 
prevent financial 
stability risks (i.e. 
incorporate targeted 
macro-prudential 
considerations into 
the framework) 

Reduce capital 
requirements on all 
equity investments 

Address issues of risk 
sensitivity and 
volatility while 
balancing the 
cumulative effect of 
the changes 

Prioritise enhancing the 
proportionality principle 
within Solvency II and make 
a smaller change to the 
exclusion thresholds 

Introduce rules to 
avert/manage failures 

Introduce an 
extensive macro-
prudential framework 

Strengthen 'Pillar 2' 
requirements in 
relation to climate 
risks 

  Introduce rules to 
protect policyholders 
when insurers fail 

 

Integrate climate 
risks in both 'Pillar 2' 
and quantitative 
rules 

    

Source: V. Girard, Solvency II review, initial appraisal of a European Commission impact assessment, EPRS, 
European Parliament, April 2022; compilation based on the impact assessment, pp. 19-76. 

The changes brought about by the amending proposal are expected to raise funding potentials for 
the real economy of up to €90 billion.3 Moreover, insurers will have to assess their risk exposure to 
climate change and the impact of climate change on their activities in the long run. The consumers 
holding policies in other Member States would be better protected as they seem penalised in the 
current situation (Figure 1); they would also receive more detailed and complete information about 
the financial situation of their insurer. This implies the strengthening of cross-border cooperation 
between supervisory authorities within the EU to prevent financial issues and enhance 
policyholders' protection. 

This cooperation should include more information coming from the supervisory authority of the 
home Member State, in particular regarding the outcome of the supervisory review process relating 
to the cross-border activity. 

Supervisory authorities should have the necessary powers to preserve the solvency position of 
specific insurance or reinsurance undertakings during exceptional situations such as adverse 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)730314
https://eur-lex.europa.eu/resource.html?uri=cellar:ee978a3f-1c51-11ec-b4fe-01aa75ed71a1.0001.02/DOC_1&format=PDF#page=25
https://oeil.secure.europarl.europa.eu/oeil/popups/summary.do?id=1675642&t=d&l=en
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economic or market events affecting a large part or the totality of the insurance and reinsurance 
market in order to protect policyholders and preserve financial stability. Those powers should 
include the possibility of restricting or suspending dividend distributions to shareholders and other 
subordinated lenders of a given insurance or reinsurance undertaking before an actual breach of 
the solvency capital requirement occurs. 

Figure 1 – Policyholders' losses in resolution cases 

 Domestic resolutions Cross-border resolutions 

  
Data source: EIOPA, Failures and near misses in insurance, 8 October 2021. 

The changes the amending proposal would bring 
The amending proposal would in particular modify the chapters of Solvency II on capital 
requirements and valuation of insurance liabilities towards policyholders and on cross-border 
supervision. It also introduces necessary clarifications and changes to provisions implementing the 
proportionality principle. These changes aim to improve the functioning of the regulatory 
framework for insurers and attain the objectives of Solvency II. 

The proposal builds on five main areas: proportionality, reporting, long-term guarantee measures, 
the European Green Deal, supervision, and macro-prudential tools.4 The proposed changes include 
the following. 

Proportionality. The amendment of Article 4 Solvency II would increase the thresholds in size for 
the exclusions from the scope of Solvency II, thereby excluding smaller firms. It also clarifies 
Article 29 Solvency II, which sets out the applicability of the proportionality principle with respect to 
delegated and implementing acts, by introducing the new concept of low-risk profile undertakings, 
and new criteria to identify low-risk insurance companies (paragraph 13 of the proposal).5 It also sets 
out reporting obligations specific to low-risk profile insurance companies.  

Reporting. The amending proposal would adapt the reporting requirements for low-risk profile 
undertakings. It also modifies the structure of the solvency and financial condition report in 
Article 51 Solvency II, splitting its content into a part addressed to policyholders and a part 
addressed to other stakeholders, and introducing auditing requirements for the prudential balance 
sheet. Using internal models, insurance companies would have to report regularly to the supervisors 
an estimation of the solvency capital requirement. 

Long-term guarantee measures. The amending proposal would control for the long-term interest 
and volatility risks.6 The volatility adjustment would also become subject to supervisory 

https://www.eiopa.europa.eu/sites/default/files/publications/reports/eiopa-bos-21-394-failures-and-near-misses-database-report.pdf#page=33
https://oeil.secure.europarl.europa.eu/oeil/popups/summary.do?id=1675642&t=d&l=en
https://eur-lex.europa.eu/resource.html?uri=cellar:da66a00c-1c51-11ec-b4fe-01aa75ed71a1.0001.02/DOC_1&format=PDF#page=7
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02009L0138-20190113&from=EN#page=8
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02009L0138-20190113&from=EN#page=27
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2232_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02009L0138-20210630&from=EN#page=48
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authorisation in some more cases. In addition, the internal model would take into account the effect 
of credit spread movements on the volatility adjustment ('dynamic volatility adjustment'). Finally, it 
would be EIOPA, and not national supervisory authorities, that would consult the European Systemic 
Risk Board (ESRB) before declaring an exceptional adverse situation.7 

Macro-prudential tools. The ORSA by insurers would integrate macroeconomic considerations, 
whereby insurers assess the impact of plausible macroeconomic and financial market 
developments, with inputs required from supervisory authorities. Investment strategies would also 
have to consider plausible macroeconomic and financial market developments, and assess the 
extent to which their investments may have an impact on systemic risk. The amendments also 
introduce requirements on liquidity management and planning to ensure the ability to settle 
financial obligations towards policyholders, and develop liquidity risk indicators. 

European Green Deal. Amendments introduce a new article 45a on climate scenario analysis, 
whereby insurers would have to identify any material exposure to climate change risks and, where 
relevant, assess the impact of long-term climate change scenarios on their business.8 The proposal 
would mandate EIOPA to explore a dedicated prudential treatment of exposures related to assets 
or activities associated substantially with environmental and/or social objectives, and to review 
regularly the scope and calibration of parameters of the standard formula pertaining to natural 
catastrophe risk. 

Supervision. The amending proposal would ensure that each refusal of an authorisation envisaged 
by Article 25 Solvency II – not only authorisation granted, as set out by Article 25a – is notified to 
EIOPA and recorded in a database that can be consulted by supervisory authorities. The amendment 
would also introduce the option to conduct a joint assessment of an application for authorisation 
on request of one of the supervisory authorities. 

The amending proposal also would modify Article 212 Solvency II (definitions) to facilitate the 
identification of entities that form a group, and 'insurance holding companies' would be defined 
more specifically.9 The amendments would empower the supervisory authorities to require the 
group's restructuring. The risk assessment would take into account the structure of the group more 
effectively, and a revised 'minimum consolidated group solvency capital requirement' would be 
introduced, consistent with the rules on minimum capital requirement at individual level.  

Furthermore, requirements to provide information on previous rejections or withdrawals of 
authorisation in other Member States would be introduced, and supervisory authorities would be 
informed about intended cross-border business. Requirements on exchange of information 
between the supervisory authorities in home and host Member States would be introduced. EIOPA's 
role in complex cross-border cases would be enhanced where the supervisory authorities involved 
fail to reach a common view in a cooperation platform, and EIOPA would receive a complying 
mandate in resolving disagreements between supervisory authorities. 

Advisory committees 
As the European Economic and Social Committee (EESC) states in its opinion of 23 February 2022, 
the experience of the sovereign debt crisis, the low interest rate policy, the initial impact of the 
COVID-19 pandemic, and the knowledge that other crises will occur mean that the regulatory 
framework should be adapted. The EESC strongly welcomes that the Commission takes into account 
that the risk profile of insurers has changed, and points out that the insurance sector plays a 
particularly important role when it comes to insurance against the impact of climate change and 
new environmental risks. It supports the proposal's objective of establishing a regulatory framework 
in which the insurance sector plays an even greater role as an investor in financing the transition to 
a sustainable economy and tackling the impact of COVID-19 and climate change. 

https://www.esrb.europa.eu/about/html/index.en.html
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02009L0138-20210630&from=EN#page=25
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009L0138&from=EN#page=81
https://www.eesc.europa.eu/en/our-work/opinions-information-reports/opinions/solvency-ii-review
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National parliaments 
The deadline for the submission of reasoned opinions on the grounds of subsidiarity was 4 February 
2022. No subsidiarity concerns were raised. 

Stakeholder views10 
In its opinion of January 2022, Insurance Europe – the European insurance and reinsurance 
federation – agrees that, although Solvency II has delivered many of its intended objectives, it needs 
to be modified in a way that reflects the long-term business model of insurance companies and 
avoids 'excessive capital burdens and solvency volatility'. This would benefit not only consumers but 
also the industry's potential to finance the real economy. Insurance Europe therefore welcomes the 
Commission proposal while suggesting changes. For instance, Insurance Europe argues that further 
reduction in the design and calibration of the risk margin would be justified, and that a correlation 
parameter of zero between interest rate down risk and spread risk in the standard formula could 
also be justified. Moreover, it notes that the amendment requiring the internal review of the 
governance system to include an assessment of the administrative, management or supervisory 
body needs to be amended to align it with company law. 

According to the summary report of the Commission consultation, respondents from non-
governmental organisations (NGOs), consumers, citizens and public authorities ranked as their 
highest priorities the solvency of firms, the protection of policyholders against an insurer's failure, 
and the prevention of systemic risk. They also largely supported the view that climate scenario 
analyses should be required as part of the rules on risk management and governance requirements. 
As for the macro-prudential tools, the stakeholder group supported providing authorities with the 
power to prohibit redemptions temporarily only when an insurer is in financial distress. Conversely, 
NGOs, consumers, citizens and public authorities were the group rallying least behind the view that 
the framework should provide regulatory flexibility in adverse events. 

Legislative process 
The committee referral was announced in plenary on 22 November 2021, with the Committee on 
Economic and Monetary Affairs (ECON) as the lead committee and Markus Ferber (EPP, Germany) 
appointed rapporteur. The Committees on the Environment, Public Health and Food Safety (ENVI) 
and on Legal Affairs (JURI) were asked to give opinions but decided not to. The rapporteur presented 
his draft report on 6 June 2022, and 805 amendments have been tabled. The vote in committee has 
not yet been scheduled. The Council agreed on its general approach on 14 June 2022. 

Rapporteur's draft report 
In his draft report, the rapporteur considers the proportionality envisaged by the amending 
proposal to be a 'step in the right direction'. The draft report proposes to widen the range of 
insurance companies to be excluded from the scope of Solvency II by increasing the thresholds in 
size and risk level. It also proposes to replace absolute thresholds with relative ones to account for 
market size. On cross-border supervision, the amendments proposed in the draft report would make 
collaboration and information exchange between home and host supervisors mandatory. 
Moreover, the draft report finds the status quo of how long-term guarantees (LTG) are determined 
– i.e. by means of delegated acts – unsatisfactory, since these LTGs are still being discussed. 
Furthermore, the draft report supports the view that firmer liquidity planning by insurers is required, 
but suggests to link this to general risk management requirements and not to macro-prudential 
supervision, since – unlike with banks – liquidity problems of insurance companies hardly cause any 
systemic concerns. Finally, the draft report takes the view that sustainability risks are already 
considered in the Solvency II risk-based prudential framework, which addresses sustainable and 
social risks sufficiently, while EIOPA already has powers to present a report on sustainability risks. 

https://secure.ipex.eu/IPEXL-WEB/document/COM-2021-581
https://www.insuranceeurope.eu/mediaitem/1efa035a-6ffb-49a7-9724-47c067edebfb/Views%20on%20the%20EC%E2%80%99s%20proposal%20for%20a%20Directive%20amending%20Solvency%20II.pdf
https://www.insuranceeurope.eu/
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12461-Insurance-reinsurance-firms-review-of-prudential-rules-Solvency-II-Directive-/public-consultation_en
https://www.brookings.edu/blog/up-front/2020/02/11/what-are-macroprudential-tools/
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2021/0295(COD)&l=en
https://www.europarl.europa.eu/meps/en/1917/MARKUS_FERBER/home
https://www.europarl.europa.eu/doceo/document/ECON-PR-732668_EN.html
https://www.europarl.europa.eu/doceo/document/ECON-AM-736375_EN.html
https://data.consilium.europa.eu/doc/document/ST-10221-2022-INIT/en/pdf
https://www.europarl.europa.eu/doceo/document/ECON-PR-732668_EN.pdf
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European Parliament, Amendments to the Solvency II Directive, Legislative Observatory (OEIL). 

ENDNOTES
 

1  A cooperation platform is set up when EIOPA and relevant national supervisory authorities see the merit in 
strengthening cooperation in the event of material cross-border business to ensure the functioning of the internal 
market. Through the platforms, insurers' home national supervisory authorities make use of home supervisors'  
expertise and knowledge of local market specificities. EIOPA provides an online list of collaboration platforms. For 
more details on the application and implementation of Solvency II and amended chapters on supervision, see the 
Commission report on the operations of the ESAs (COM(2022) 228). 

2  See also the executive summary of the impact assessment report, SWD(2021) 261. 
3  See also the Commission's impact assessment, p. 45. 
4  Other areas include 'transition measures introduced by Directive 2014/51/EU' and 'minor updates and fixes'. 
5  For instance, one criterion for life insurance undertakings is that the value of the technical provisions is not higher 

than €1 billion. The criteria can be supplemented in delegated acts. 
6  The risk-free interest rate term structure would be required to take into account the information from financial  

markets for maturities where the term structure is extrapolated.  
7  The ESRB is responsible for the macro-prudential oversight of the EU financial system to prevent and reduce systemic 

risks. It covers banks, insurers, asset managers, shadow banks, financial market infrastructures and other financial  
institutions and market. Its members include the president and vice president of the ECB, the governors of national  
central banks, a representative of the European Commission, and the chairs of the three supervisory authorities. 

8  Identified low-risk insurers would be exempted from the climate change scenario analyses. 
9  The proposed definition is inspired by the Capital Requirements Directive (CRD, Directive 2013/36/EU) on credit 

institutions. 
10  This section aims to provide a flavour of the debate and is not intended to be an exhaustive account of all different 

views on the proposal. Additional information can be found in related publications listed under 'European Parliament 
supporting analysis'. 

DISCLAIMER AND COPYRIGHT 
This document is prepared for, and addressed to, the Members and staff of the European Parliament as 
background material to assist them in their parliamentary work. The content of the document is the sole 
responsibility of its author(s) and any opinions expressed herein should not be taken to represent an official 
position of the Parliament. 
Reproduction and translation for non-commercial purposes are authorised, provided the source is 
acknowledged and the European Parliament is given prior notice and sent a copy. 
© European Union, 2023. 
eprs@ep.europa.eu (contact) 
www.eprs.ep.parl.union.eu (intranet) 
www.europarl.europa.eu/thinktank (internet) 
http://epthinktank.eu (blog) 

 

First edition. The 'EU Legislation in Progress' briefings are updated at key stages throughout the legislative 
procedure. 

 

 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)730314
https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2022)733974
https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2022)733974
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2021/0295(COD)&l=en
https://www.eiopa.europa.eu/media/news/eiopa-continues-reinforce-supervisory-cooperation-cross-border-activities
https://www.eiopa.europa.eu/topics/cooperation-platform_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022DC0228
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021SC0261&qid=1668009067209
https://eur-lex.europa.eu/resource.html?uri=cellar:ee978a3f-1c51-11ec-b4fe-01aa75ed71a1.0001.02/DOC_1&format=PDF#page=45
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32014L0051&qid=1668086133678
https://www.eiopa.europa.eu/rulebook/solvency-ii/article-2290_en
https://www.esrb.europa.eu/about/orga/board/html/index.en.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02013L0036-20220101
mailto:eprs@ep.europa.eu
http://www.eprs.ep.parl.union.eu/
http://www.europarl.europa.eu/thinktank
http://epthinktank.eu/

	overview
	Directive 2009/138/EC – also known as Solvency II – sets out the prudential regulatory framework for the insurance sector in the EU. The framework aims to establish the single market for insurance services further, while strengthening policyholders' p...
	On 22 September 2021, the European Commission tabled a proposal for a directive that would amend Solvency II in essentially three ways: i) lowering regulatory obligations on small and low-risk profile insurance companies, ii) taking into account long-...
	In the European Parliament, the referral to the Committee on Economic and Monetary Affairs (ECON) was announced in plenary on 22 November 2021. Rapporteur Markus Ferber (EPP, Germany) tabled his draft report on 6 June 2022. The vote in committee has n...
	Introduction
	Existing situation
	Preparation of the proposal
	Table 1 – Policy options assessed by the Commission and preferred options (blue)
	Figure 1 – Policyholders' losses in resolution cases

	The changes the amending proposal would bring
	Advisory committees
	National parliaments
	Stakeholder views9F
	Legislative process
	Rapporteur's draft report


