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numbers below.
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We prefer policy option 1, because we think that there is and should be a distinction between Article
17(1) IORPs, 17(3) IORPs and sponsor-backed IORPs.

The idea of a holistic balance sheet seems to us a theoretical one. As a consequence we reject the
usage of the holistic balance sheet as a catch-all approach because it doesn't fit the diversity of
European IORPs.

The holistic balance sheet approach doesn't meet the characteristics of sponsor-backed IORPs and to
some extent Article 17 (3) IORPs. A reasonable holistic balance sheet model implies that the value of
the employer covenant (backed by a pension protection scheme) will have to be determined by the
gap it is supposed to fill. This will be the gap between the financial assets on the one hand

and technical provisions. IORPs should only be bound to hold additional assets above the technical
provisions to the extent they are not sponsor-backed.

13.

14.

We are the view that a valuation of liabilities on the concept of transfer value is inappropriate for
IORP’s.

Liabilities could possibly be valued in a market consistent way.The concept of transfer is not
applicable to IORPs in the same way as this is for insurance companies. Where insurance companies
always need to take into account the possibility of a forced transfer in case of insolvency, IORPs do
not have this threat. We especially agree with the point made that the transfer value for a pension
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contract would differ in case the liabilities would be transferred to an insurer on the one hand or to
another IORP on the other hand. This makes the concept of transfer value ineffective.

15.

16.

17. As mentioned before we do not support “Transfer pricing” as a valuation method for liabilities.

18.

19.

20.

21. The use of a market-consistent risk-free interest rates or “modified” risk-free rates results in heavy
volatile figures that are inappropriate for the management of an institution that deals with and covers
long-term obligations spanning generations.

For benefits that are not unconditional, it makes no sense to use risk-free interest rate.

Therefore we reject both options being presented by EIOPA. It would also not make allowance for
the specific investment policy of the IORP. The possibility to use an interest rate based on expected
returns on assets to calculate technical provisions must be maintained.

22.

23.

24.

25.

26.

27.

28.

29.

30.
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31.
32.
33. For sponsor-backed IORPs with an additional pension protection scheme (PPS), Component 7 (i.e.
contingent assets such as employer covenant or PPS) should not be interpreted as a calculated (by
evaluation) asset position, instead it has to be interpreted as a flexible compensation position.
Regardless of the definition of capital requirements, Component 7 has to be regarded as an asset to
fulfil any solvency capital requirement the IORP might face. In any event component 7 has to be
qualified as an equivalent to financial assets.
We are also concerned with the complexity involved and the subjectivity regarding the determination
of parameters necessary to calculate this asset.
34.
35.
36.
37.
38. We strongly oppose the proposal of applying the Solvency II-rules for calculating a SCR to IORPs. We

do not believe that risk-based capital requirements are appropriate for IORPs and do not see any
need tot harmonize solvency requirements at the EU level. Pension security is about much more than
scheme funding levels alone. A broader approach is required, taking into account the full range of
mechanisms that IORPs across different member states now use to ensure that pension incomes are
safe and secure.

The focus of IORP II is - beside the sound development of occupational pension schemes provided by
IORPs in Europe - on security for members / beneficiaries. Therefore, essential security mechanisms
like employer support and pension protection schemes have to be taken into account, making the
whole concept of SCR dispensable for IORPs and a mere complex and costly exercise.

Additional SCR-requirements mean dead capital for employers and to a certain extend for the IORPs.
This will lead to a decline of their willingness to offer occupational pensions and therefore harm the
second pillar.
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