The following text has been elaborated by the CAA for information purposes.

The texts published in the A M® m o are thd oaly authentic versions.

Law of 7 December 2015 on the insurance sector?
(consolidated version on 23 December 2019)

as amended by:
(1) the law of 27 May 2016 amending, with the view of reforming the legal publication regime regarding
companies and associations,

)

the law of 19 December 2002 on the trade and companies register and the accounting
practices and annual accounts of undertakings, as amended;

the law of 10 August 1915 on commercial companies, as amended;

the law of 21 April 1928 on non-profit organisations, as amended;

the Grand-ducal decree of 24 May 1935 supplementing the legislation on suspension of
payments, on composition with creditors to prevent bankruptcy by establishing a controlled
management regime, as amended;

the Grand-ducal decree of 17 September 1945 revising the law of 27 March 1900 on the
organisation of agricultural associations, as amended;

thelawof24Mar ch 1989 relating to Bangue et Cai
amended;

the law of 25 March 1991 on economic interest groupings, as amended;

the law of 25 March 1991 on diverse implementing measures of Council Regulation (EEC) No
2137/85 of 25 July 1985 on the European Economic Interest Grouping (EEIG), as amended;
the law of 17 June 1992 relating to the annual and consolidated accounts of credit institutions,
as amended;

the law of 8 December 1994 relating to: - the annual and consolidated accounts of insurance
and reinsurance undertakings governed by the laws of Luxembourg - the obligations in
relation to the drawing-up and publication of accounting documents of branches of insurance
undertakings governed by foreign laws, as amended;

the law of 31 May 1999 governing the domiciliation of companies, as amended,;

the law of 22 March 2004 on securitisation, as amended,;

the law of 15 June 2004 relating to the Investment company in risk capital (SICAR), as
amended;

the law of 13 July 2005 on institutions for occupational retirement provision in the form of a
SEPCAV and an ASSEP, as amended;

the law of 13 February 2007 relating to specialised investment funds, as amended;

the law of 10 November 2009 on payment services, as amended;

the law of 17 December 2010 relating to undertakings for collective investment, as amended,;
the law of 7 December 2015 on the insurance sector;

the law of 18 December 2015 on the failure of credit institutions and certain investment firms.
2

the Law of 13 February 2018

1.

transposing the provisions on the professional obligations and the powers of the supervisory
authorities as regards the fight against money laundering and terrorist financing of Directive
(EVU) 2015/849 of the European Parliament and of the Council of 20 May 2015 on the
prevention of the use of the financial system for the purposes of money laundering or
terrorist financing, amending Regulation (EU) No 648/2012 of the European Parliament
and of the Council, and repealing Directive 2005/60/EC of the European Parliament and
of the Council and Commission Directive 2006/70/EC;

implementing Regulation (EU) 2015/847 of the European Parliament and of the Council of 20
May 2015 on information accompanying transfers of funds and repealing Regulation (EC) No
1781/2006;
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3. amending:

a)

b)
c)

the Law of 12 November 2004 on the fight against money laundering and terrorist
financing, as amended;

the Law of 10 November 2009 on payment services, as amended;

the Law of 9 December 1976 on the organisation of the profession of notary, as
amended;

the Law of 4 December 1990 on the organisation of bailiffs, as amended;

the Law of 10 August 1991 on the legal profession, as amended;

the Law of 5 April 1993 on the financial sector, as amended,;

the Law of 10 June 1999 on the organisation of the accounting profession, as amended,;
the Law of 21 December 2012 relating to the Family Office activity;

the Law of 7 December 2015 on the insurance sector, as amended,;

the Law of 23 July 2016 concerning the audit profession.3

(3) Law of 27 February 2018 implementing Regulation (EU) 2015/751 of the European Parliament and
of the Council of 29 April 2015 on interchange fees for card related payment transactions, and

amendi

ng it:
the law of 5 April 1993 on the financial sector, as amended;

the law of 23 December 1998 establishing a financial sector supervisory commission, as
amended,;

the law of 5 August 2005 on financial collateral arrangements, as amended;

the law of 11 January 2008 on the transparency obligations of issuers, as amended;
the law of 10 November 2009 on payment services, as amended;

the law of 17 December 2010 on undertakings for collective investment, as amended,;
the law of 12 July 2013 on alternative investment fund managers, as amended;

the law of 7 December 2015 on the insurance sector, as amended,;

the law of 18 December 2015 on the failure of credit institutions and certain investment
firms, as amended; and

. the law of 23 December 2016 on market abuse.

(4) Law of 17 April 2018 implementing Regulation (EU) 2016/1011 of the European Parliament and of
the Council of 8 June 2016 on indices used as benchmarks in financial instruments and contracts
or to measure the performance of investment funds and amending Directives 2008/48/EC and
2014/17/EU and Regulation (EU) No 596/2014, and:

(5) Law of

1. amending the Consumer Code;

2. amending the law of 23 December 1998 setting up a financial sector supervisory
commission, as amended;

3. amending of the law of 12 November 2004 on the fight against money laundering and
terrorist financing, as amended; and

4. amending the law of 7 December 2015 on the insurance sector, as amended.®

30 May 2018 on markets in financial instruments and:

1. transposing Directive 2014/65/EU of the European Parliament and of the Council of 15
May 2014 on markets in financial instruments and amending Directive 2002/92/EC and
Directive 2011/61/EU;

2. transposing Article 6 of Commission Delegated Directive (EU) 2017/593 of 7 April 2016
supplementing Directive 2014/65/EU of the European Parliament and of the Council as
regards the safeguarding of financial instruments and client funds, applicable product

3 Mémorial A¢ N° 131 of 1% February 2018
4Mémorial A¢ N° 150 of ¥ March 2018
5 Mémorial A¢ N° 257 of 19 April 2018
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governance obligations and rules governing the granting or collection of fees,
commissions or any other pecuniary or non-pecuniary benefit;

3. implementing Regulation (EU) No 600/2014 of the European Parliament and of the
Council of 15 May 2014 on markets in financial instruments and amending Regulation
(EU) No 648/2012;

4. amending:
a) the law of 5 April 1993 on the financial sector, as amended,;

b) the law of 23 December 1998 establishing a financial sector supervisory
commission, as amended,;

c) the law of 5 August 2005 on financial collateral arrangements, as amended;
d) the law of 7 December 2015 on the insurance sector, as amended; and

e) the law of 15 March 2016 on OTC derivatives, central counterparties and trade
repositories and amending various laws relating to financial services; and

5. repealing law of 13 July 2007 on markets in financial instruments, as amended, with
the exception of Article 37 thereof.b

(6) Law of 10 August 2018 transposing Directive (EU) 2016/97 of the European Parliament and of the
Council of 20 January 2016 on the distribution of insurance and amending the amended law of 7
December 2015 on the insurance sector.”

(7) Law of 15 December 2019 amending :
1° with a view to transposing Directive (EU) 2016/2341 of the European Parliament and of the
Council of 14 December 2016 on the activities and supervision of institutions for occupational
retirement provision (IORPS)
(a) the Law of 13 July 2005 on institutions for occupational retirement provision in the form of
sepcav and assep, as amended ;
(b) the Law of 13 July 2005 on the activities and supervision of institutions for occupational
retirement provision, as amended ;
(c) the Law of 7 December 2015 on the insurance sector, as amended ;
2° the Law of 17 April 2018 on key information documents relating to packaged retail and
insurance-based investment products.8

6 Mémorial Ac N°446 of 31 May 2018
”Mémorial A¢ N° 710 of 22 August 2018
8 Mémorial A¢ N° 859 of 19 December 2019
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PART 1
SUPERVISION OF THE INSURANCE SECTOR
Chapter 117 The institution

Art. 11 Legal status and objective

(A1) TheACommi ssari at a referrechte # uhis daw dye thedapbreviation

ACAAO is a public institution endowed with
The CAA is subjected to the authority of the Minister with responsibility for the
i nsurance sector, hereinafter referred to a

(2) The main objective assigned to the CAA is to ensure the protection of ( é°)
policyholders and i i n s u beaeficiaBes as well as members and beneficiaries of
the pension funds subject to its supervision"°.

B The CAAb6s registered office is in Luxembour
Chapter 2 - Missions, powers and responsibility

Art. 27 Missions
(1) The missions of the CAA are the following:

a) to receive and examine any request from persons wishing to become

established in the Grand Duchy of Luxembourg and seeking authorisation from
the Minister;

b) to perform a supervisory role, including financial supervision, over those natural
and legal persons referred to in point a), in accordance with applicable legal and

regulatory provisions concerning the supervision of the insuranceiand pensi on
f u n'd sedor;

" bbis) to exercise supervision on the market of insurance products which are
marketed, distributed or sold within or from the territory of the Grand Duchy of

Luxembourg, including those which are marketed, distributed or sold on an
ancillary basis;" 1

c) to pass regulations within the scope of its legal function;

d) to oversee compliance with the professional obligations relating to the fight
against money laundering and the financing of terrorism by all persons subject
to its supervision, without prejudice to Article 5 of the amended law of 12

November 2004 on the fight against money laundering and the financing of
terrorism;

e) to ensure the application of laws and regulations relating to:

9 deleted by the law of 15 December 2019
law of 15 December 2019

law of 15 December 2019
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- the relations between parties to insurance contracts and insurance
operations, and in particular compliance with legal provisions governing
insurance contracts

- reinsurance and reinsurance securitisation operations, and,
- relations between policyholders and insurance intermediaries;

f) to ensure that natural or legal persons known to have, either directly or indirectly,
ties other than strictly professional with organised crime do not take either direct
or indirect control of persons under its supervision, whether as beneficial
owners, by acquiring a significant or controlling interest, by holding a
management function or otherwise. As part of this role is an assessment of
whether executives are fit and proper, which includes an assessment of their
expertise and integrity. To this end, the CAA may request the opinion of the state
prosecutor at the Luxembourg law courts and the Grand Ducal police;

i @ yeceive and examine any claim from a natural person acting for purposes
outside of his trade , industrial, craft or liberal activity and concerning insurance
contract concluded or negotiated by any natural or legal person under its
supervision; @3

h) to monitor requests, and participate in negotiations, pertaining to insurance and
reinsurance issues at European Union and international levels;

i) to present to the Government any suggestion likely to improve the legislative
and regulatory environment relative to the business of insurance and
reinsurance in the Grand Duchy of Luxembourg;

j) to examine any other question relating to insurance and reinsurance which the
Minister may submit to it;

" k) to carry out the missions entrusted to it by the Law of 15 March 2016 on OTC
derivatives, central counterparties and trade repositories and amending various
laws relating to financial services, by the Law of 17 April 2018 on key information
documents relating to packaged retail and insurance-based investment products
and by the Law of 17 April 2018 on benchmark indices";**

"1) to receive and examine claims other than those referred to in point g) lodged
against insurance and reinsurance distributors by their customers and by other
interested parties, in particular consumer associations. »*°

(2) The CAA is the national supervisory authority of insurance and reinsurance
undertakings within the meaning of point 10 of Article 13 of Directive
2009/138/ECHi ¢ the competent authority provided for in fArticle 12 of Directive (UE)
2 0 1 6 ¥ adddhe competent authority provided for in Article 47, paragraph 1, of
Directive (EU) 2016/2341 for the pension funds covered by this Law"!8,

(3) The CAA is charged with promoting transparency, simplicity and equity on insurance
products and services markets. Furthermore, the CAA is the competent authority,
as provided for by Regulation (EC) No 2006/2004 of the European Parliament and
the Council of 27 October 2004 on cooperation between national authorities
responsi ble for the enforcement of consume

Blaw of 27 February 2018

law of 17 April 2018

15 Jaw of 10 August 2018
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cooper ati on i n matters of consumer protectic
consumer protection legislation by those persons subject to its supervision.

Art. 37 Convergence, supervision and financial stability

The CAA shall take into account the European Union and international dimensions of
prudential supervision and financial stability.

When carrying out its duties, the CAA shall have regard to the convergence in respect

of supervisory tools and supervisory practices in application of the laws, regulations and

administrative requirements adopted pursuant to Directive 2009/138/EC fia n d t o
Directive ( BEUPortRaDplirgose2tBeLAshall participate in the activities

of the European Insurance and Occupational Pensions Authority, established by

Regulaton ( EU) No. 1094/ 2010 and hereinafter ref/
all efforts to comply with EIOPA guidelines and recommendations and other measures

adopted by EIOPA, or state the reasons if it decides not to do so.

Considering its prudential supervisory functions and respecting the legal competences
of the various parties, the CAA shall cooperate with the Government, the Central Bank
of Luxembourg and the other authorities responsible for prudential supervision at a
national, EEA and international level, in order to contribute to ensuring financial stability,
in particular within those committees set up for such purpose.

In periods of extreme volatility in the financial markets the CAA shall take into account
the potential pro-cyclical effects of its actions.

Art. 47 Powers of the CAA
In connection with the fulfilment of the responsibilities defined in Article 2:

a) The CAA issues instructions with regard to the accounting and other
documentation to be forwarded to the CAA by those natural and legal persons
of the insurance sector which are approved in the Grand Duchy of Luxembourg,
hereinafter designated as fAauthorised pers

b) The CAA may request that authorised persons provide all information and
documentation deemed useful or necessary for the exercise of its supervision,
without prejudice to Articles 174 and 175.

¢) The CAA may perform on-site controls on the premises of authorised persons,
perform remote inspection or take copies of ledgers, accounts, registers or other
instruments and documents.

d) The CAA may interview:

- natural persons under its supervision as well as their employees and other
associated persons;

- members of the board of directors or of other supervisory and management
bodies, senior executive personnel and others employees and associated
persons of those legal persons which are subject to its supervision.

e) The CAA may also obtain all information deemed useful from other
administrative or judicial bodies or from any other persons.

f) The CAA monitors relationships between, on the one hand, authorised persons
and, on the other hand, other natural or legal persons, whenever authorised

19]aw of 15December 2019
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persons assigniidi r ect | y ?°dorthede otider mataral and kegal persons

functions having an influence on their financial position or of material importance

for the effectiveness of the CAAOGs contr ol
the authority to perform on-site controls of these natural and legal persons to

whom these functions have been assigned.

g) The CAA has the power to take preventive and corrective measures to ensure
that persons under its supervision comply with the laws, regulations and
administrative provisions with which they have to comply.

h) The CAA has the power to take any necessary measures, including where
appropriate, those of an administrative or financial nature, with regard to persons
under its supervision, and the members of their administrative, management or
supervisory bodies.

i) Within the scope of its missions foreseen in Article 2, point d) to g), of this law,
the powers foreseen in this Article shall extend to natural and legal persons
authorised to work in the Grand Duchy of Luxembourg under the regimes of
freedom of establishment or freedom to provide services within the insurance
sector.

i) In cases foreseen by Articles 123 to 125, as well as infringements of this law
(...)** and legislation governing insurance contracts, their implementing
regulations and CAA instructions, the CAA may require authorised persons to
take within a stated deadline any measure required to remedy the said breaches,
and specifically, to re-establish or strengthen their financial security, to
safeguard the interests of creditors, and to correct their practices.

k) The CAA shall exercise its supervisory powers promptly and in a proportionate
manner.

I) The powers referred to in Article 61 and in points b), c), g) and h) of this Article,
applied with regard to persons subject to
available with regard to those activities which are outsourced by those persons.

m) The powers referred to in Article 61 and in points b), c), g), h) and I) shall be
exercised, if need be by enforcement and, where appropriate, through judicial
channels.

n) The CAA must provide itself with the appropriate means, methods and powers
for verifying the system of governance of insurance and reinsurance
undertakingsias wel | as o% angferrewluating emergingrisks
identified by those undertakings fi a rboylp e n s i o n? whiohmaysatfect their
financial soundness. The CAA must, moreover, possess the necessary powers
to require that the system of governance be improved and strengthened so as

to ensure complianceif or i nsurance and r &iithshar ance
requirements set out in Articles 72 to 75, 77,78, 79 and 81 fiand f or pensi
funds with those set out in Part 1, title lla, Chapter 7%, Section 10

0) The CAA shall establish effective mechanisms to enable and encourage any
reporting of potential or actual infringements of the laws and regulations listed in

2Olaw of 15 December 2019
2lremoved by the law of 13 February 2018
22law of 15 December 2019
23 law of 15 December 2019
% law of 15 December 2019
?5law of 15 December 2019
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Articles 303, paragraph 1, and 304 or other conduct referred to in Articles 303,
paragraph 1, and 304 and the measures taken to enforce them.

The mechanisms referred to in paragraph 1 shall include at least:
1. specific procedures for the receipt of reports and their follow-up;

2. appropriate protection against retaliation, discrimination or other types of
unfair treatment, for the staff of persons under the supervision of the CAA
and, where possible, for other persons who report infringements committed
by or within such persons;

3. the protection of personal data, both for the person reporting the
infringement and for the natural person allegedly responsible for them;

4. clear rules guaranteeing in all cases confidentiality to the person reporting
infringements committed by or within persons under the supervision of the
CAA, unless disclosure of information is required by Luxembourg law in the
context of further investigation or subsequent judicial proceedings.®

Art. 57 Collection of data and statistics

The CAA is authorised to draw up statistics in the fulfilment of its responsibilities and to
gather the necessary data to this end from all natural and legal persons authorised in the
Grand Duchy of Luxembourg or allowed to operate there by way of freedom of
establishment or freedom to provide services within the insurance sector.

The individual data thus gathered shall ©be

bodies and agents, as described in Article 7 of this law.

The CAA is nevertheless authorised to publish the statistics it compiles, provided that such
publication does not contain any individual data or enable any to be inferred, with the
exception of any statistics specifically set out in a CAA regulation.

Art. 6 7 Responsibility for, and pursuit of, the public interest
The State shall be answerable for the measures taken by the CAA by virtue of this law.

Supervision of the insurance sector is not intended to safeguard the individual interests of
the undertakings or professionals supervised or of their clients, nor third parties, and is
carried out solely in the public interest.

For the State or the CAA to assume civil liability for individual damage incurred by the
undertakings or professionals supervised or by their clients or by third parties, it must be
shown that the damage was caused through gross negligence in the choice and application
of the means i mplemented in carrying out

Chapter 31 Professional secrecy, information exchange and the promotion of
supervisory convergence

Art. 77 Professional secrecy

Without prejudice to Article 23 of the Code of Criminal Procedure, all persons carrying out
or having carried out a function for the CAA, and likewise members of the CAA & s i
bodies and approved auditors or experts appointed by the CAA, are bound by professional

26 law of 10 August 2018
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secrecy and may be liable to the penalties indicated in Article 458 of the Penal Code in the
event of such secrecy being violated.

Such secrecy requires that any confidential information they receive in a professional

capacity shall not be divulged to any person or authority whatsoever, other than in summary

or aggregated form in which the individual nat
supervision cannot be identified, without prejudice nevertheless to cases within the scope

of criminal law.

Neverthel ess, i f a natur al or | egal person su
declared bankrupt, or if a court has ordered its compulsory winding-up, any confidential

information which does not concern the third parties involved in any rehabilitation attempt

may be disclosed in the context of civil or commercial proceedings.

Art.8i Cooperation with the ACommi ssion deé surveil

The CAA shall cooperate closely with the fACommi
(Financi al Sector Supervisory Commission), her
this is necessary to carry out their respective duties of (...)*’supervision, including the

performance of the supervision of financial conglomerates referred to in Subtitle IV of Title

2 of Part Il of this law, making use of the powers conferred upon it by this law.

The CAA shall collaborate with the CSSF, in particular by exchanging any information which
is essential for or conducive to carrying out their respective duties of (...)?® supervision,
including the performance of the supervision of financial conglomerates and, where
necessary, by cooperating in the context of supervisory activities.

Art. 91 Information exchange between the supervisory authorities of Member States

The obligation of professional secrecy shall not preclude the CAA from exchanging, with
other supervisory authorities competent in the insurance sector, any information necessary
to carry out the prudential supervision of the insurance sector, provided that such
information is covered by the professional secrecy of the receiving authority.

Art. 107 Cooperation agreements with third countries

The CAA may only conclude cooperation agreements providing for the exchange of
information with the supervisory authorities of third countries or with authorities or bodies of
third countries as defined in Article 12 paragraphs 1 and 2, if the information to be disclosed
is subject to guarantees of professional secrecy at least equivalent to those referred to in
this Chapter. Such exchange of information must be intended for the performance of the
supervisory task of those authorities or bodies.

Where the information to be disclosed by the CAA to a third country originates from another
Member State, it shall not be disclosed without the express agreement of the supervisory
authority of that Member State and, where appropriate, then only for the purposes for which
that authority gave its agreement.

Art. 11 - The use of confidential information

The CAA which receives confidential information under Articles 8 to 9 may use it only in the
course of its duties and for the following purposes:

2"removed by the law of 3®ay 2018
28removed by the law of 30 May 2018
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a) to check that the conditions governing the taking-up of the business within the
insurance sector are met and to facilitate the monitoring of the conduct of such
business, especially with regard to the monitoring of the technical provisions, the
Solvency Capital Requirement, the Minimum Capital Requirement, fand the system
of governance and information provided to policyholders as well as members and
beneficiaries 2%f pension fundsbo

b) toimposeficorrect i v e i medseapgisgtion of sanctions;
c) in administrative appeals against decisions of the Minister or the CAA;

d) in court proceedings under this law and its implementing regulations.

Art. 127 Exchange of information with other authorities
(1) Articles 7 and 11 shall not preclude any of the following activities:

a) the exchange of information between several supervisory authorities in the same
Member State for the discharge of their supervisory functions;

b) the exchange of information, for the discharge of their supervisory functions,
between the CAA and any of the following supervisory authorities, and authorities,
bodies or persons which are situated in the Grand Duchy of Luxembourg or in
another Member State:

- authorities responsible for the supervision of credit institutions and other
financial organisations and the authorities responsible for the supervision of
financial markets;

- bodies involved in the winding-up and bankruptcy of natural and legal persons
within the insurance sector and in other similar procedures;

- persons responsible for carrying out statutory audits of the accounts of
undertakings within the insurance sector;

c) the disclosure, to bodies which administer compulsory winding-up proceedings or
guarantee funds, of information necessary for the performance of their duties.

The information received by those authorities, bodies and persons under the
foregoing provisions shall be subject to the obligation of professional secrecy that
provides guarantees equivalent to that laid down in Article 7.

(2) Articles 7 and 11 shall not impede the exchange of information between the CAA and
any of the following authorities or persons in the Grand Duchy of Luxembourg:

a) the authorities responsible for overseeing the bodies involved in the winding-up
and bankruptcy of insurance undertakings f&* reinsurance undertakings fi o r
p e nsi on*ahdother similar procedures;

b) the authorities responsible for overseeing the persons charged with carrying out
statutory audits of the accounts of insurance undertakings, reinsurance
undertakings, i p e n s i o @, cfeditrindtisutions, investment firms and other
financial institutions;

2law of 15 December 2019
3Olaw of 15 December 2019
3l law of 15 December 2019
32 Jaw of 15 December 2019
33 Jlaw of 15 December 2019
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c) independent actuaries of insurance undertakingso 3 einsurance undertakings fi o r
pensi on%* daumyimg enolegal supervision of those undertakings and the
bodies responsible for overseeing such actuaries.

For the exchange of information under subparagraph 1, the following conditions must
be met:

a) the information must be for the purpose of carrying out the overseeing or legal
supervision referred to in subparagraph 1;

b) the information received must be subject to the obligation of professional secrecy
which provides guarantees equivalent to those laid down in Article 7;

c) where the information originates in another Member State, it must not be disclosed
without the express agreement of the supervisory authority from which it originates
and, where appropriate, then only for the purposes for which that authority gave its
agreement.

The CAA shall communicate to the Commission and to the other Member States the
names of the authorities, persons and bodies which may receive information pursuant
to subparagraphs 1 and 2.

(3) With the aim of strengthening the stability and integrity of the financial system, the CAA
may exchange information with the authorities or bodies responsible for the detection
and investigation of breaches of company law.

The following conditions must be met:

a) the information must be intended for the purpose of detection and investigation of
breaches as referred to in subparagraph 1;

b) information received must be subject to the obligation of professional secrecy which
provides guarantees equivalent to those laid down in Article 7;

c) where the information originates in another Member State, it shall not be disclosed
without the express agreement of the supervisory authority from which it originates
and, where appropriate, then only for the purposes for which that authority gave its
agreement.

Where the authorities or bodies referred to in subparagraph 1 perform their task of
detection or investigation in the Grand Duchy of Luxembourg with the aid of persons
appointed, in view of their specific competence, for that purpose and not employed in
the public sector, the possibility of exchanging information provided for in
subparagraph 1 may be extended to such persons under the conditions set out in
subparagraph 2.

In order to implement point (c) of subparagraph 2, the authorities or bodies referred to
in subparagraph 1 shall communicate to the CAA, where the information originates
from the latter, the names and precise responsibilities of the persons to whom it is to
be sent.

(4) The CAA shall communicate to EIOPA any authorisation of an insurance or reinsurance
undertaking or pension fund referred to in Article 32, paragraph 1, point 14, any
authorisation of cross-border activity in a Member State and likewise any decision to
ban activities of such insurance or reinsurance undertakings or pension funds.

"The CAA shall provide EIOPA with relevant information for the purpose of
establishing, publishing on the EIOPA website and keeping up-to-date a single
electronic register of insurance and reinsurance intermediaries and ancillary insurance

34|aw of 15 December 2019
35|aw of 15 December 2019
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intermediaries who have notified their intention to carry on cross-border business from
the Grand Duchy of Luxembourg." 3¢

In addition, the CAA shall provide EIOPA with all other information necessary to carry
out its duties in accordance with Regulation (EU) No 1094/2010.

"The CAA shall inform EIOPA of all sanctions and other administrative measures
imposed by it on insurance or reinsurance undertakings and intermediaries in
connection with insurance or reinsurance distribution, but not published in accordance
with Article 306, including any appeal against them and the outcome of such appeal.

When the CAA has disclosed a sanction or other administrative measure in connection
with the insurance or reinsurance distribution, it shall at the same time report that fact
to EIOPA.

Each year, the CAA shall provide EIOPA with aggregate information on all sanctions
and other administrative measures imposed in the field of insurance distribution." ¥’

"The CAA shall notify EIOPA of any decision to prohibit or restrict the activities of a
pension fund.

The CAA shall provide EIOPA with information for publication on its website on pension
funds that carry out cross-border activities in accordance with Article 256-62 in another
Member State within the meaning of Article 32, paragraph 1, point 13.5%

(5) Articles 7 and 11 shall not preclude the CAA from exchanging information with the mixed
committee as provided in Article 220.

Art. 137 Transmission of information to central banks and to monetary authorities,
supervisory authorities of payment systems, the European Systemic Risk Board and
to the Systemic Risk Board

(1) Without prejudice to Articles 7 to 12, the CAA may transmit information intended for
the performance of their tasks to the following:

a) central banks of the European System of Central Banks (ESCB), including the
European Central Bank (ECB) and other bodies with a similar function in their
capacity as monetary authorities where this information is relevant to their
respective statutory tasks, including the conduct of monetary policy and related
liquidity provision, oversight of payments, clearing and securities settlement
systems and safeguarding the stability of the financial system;

b) where appropriate, other national public authorities responsible for overseeing
payment systems; and

c) the European Systemic Risk Board (ESRB), established by Regulation (EU) No
1092/2010, where that information is relevant to carrying out its tasks;

d) the Systemic Risk Board.

(2) In an emergency situation, including an emergency situation as defined in Article 18 of
Regulation (EU) No 1094/2010, the CAA may communicate, without delay,
information to the central banks of the ESCB, including the ECB, where that
information is relevant to their statutory tasks including the conduct of monetary policy
and related liquidity provision, oversight of payments, clearing and securities

36]aw of 10 August 2018
S7]aw of 10 August 2018
38Jlaw of 15 December 2019
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settlement systems and safeguarding the stability of the financial system, and to the
ESRB, where such information is relevant to its tasks.

(3) Information received by the CAA by such entities and authorities for the purposes laid
down in Article 11 shall be subject to the provisions on professional secrecy laid down
in this Chapter.

"(4) In the context of the supervision of pension funds, the CAA may also transmit
information to the European Banking Authority ("EBA") established by Regulation (EU)
n° 1093/2010 and to the European Securities and Markets Authority ("ESMA")
established by Regulation (EU) n° 1095/2010 for the performance of their tasks.*°

Chapter 41 Internal bodies of the CAA

Art. 147 Bodies
The CAA6s internal bodies are the Supervisory I

Art. 157 Powers of the Board

The Board has the following powers:

aylt determines the CAAO0s budget and annual ac:¢
Government for approval;

b) I t i ssues an opinion on the gener al guidelin
charges, including those relating to the conditions under which the supervised
undertakings and persons shall reimburse the

c) It makes a proposal to the Government conce

approved auditor;
d) It may ask the approved auditor to carry out specific verifications;

e) It shall issue an opinion on any question raised by the Minister or the Director
concerning the development and supervision of the insurance sector.

Art. 16 7 Composition of the Board

The Board is composed of five members appointed by the Government in Council. Three
shall be appointed on a proposal from the Minister responsible for the CAA, one from among
the professionals of the insurance sector established in the Grand Duchy of Luxembourg
and one from among Luxembourg insurance policyholders.

Members shall be appointed for a term of five years.

The appointment of a new member to replace a resigning or deceased member shall take
place as soon as possible pursuant to the terms laid down in the preceding paragraphs.
Replacements shall be appointed for the remainder of the period of tenure of the person
replaced.

39law of 15 December 2020
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Art. 177 Board presidency and allowances

The Government in Council shall appoint a President and Vice-President of the Board and
determine the allowances of the members of the Board which are paid by the CAA.

Art. 18 7 Operation of the Board

(1) The Board is convened by the President or, if he is unable to attend, by the Vice-
President . It mu st be convened if at l east t
request.

2 The Boar dés dre Validbifea mdority of sts members are present or
represented.

(3) The Board shall adopt internal regulations on a majority vote of its members. They must
be approved by the Government in Council.

(4) The Director or his representative attends the Board meetings in an advisory capacity.

The representative shall be c¢hosesmaspfovidedn among
for in Article 19.
BG)The Boardbés secretarial services shalll be pr

appointed by the Director.

(6) With the exception of any communications which the Board decides to make official, the
Board members and any person called upon to attend meetings shall be required to
maintain secrecy regarding its deliberations.

Art. 197 Composition and functions of the Directorate
Q) The Directorate is the CAA6s principal execut

(2) Itis composed of a Director, acting as its President, and at least two members who shall
report to the Director. The Directorateds members are appoi
a proposal from the Government in Council for a term of six years. Appointments are
renewable.

(3) The Directorate takes its decisions collegiately. It adopts internal regulations with the
unanimity of all its members. Before their entry into force, the internal regulations must
be approved by the CAA6s Board.

4)The Directorateds members have civil servant
pension scheme.

(5) The Directorate shall determine the measures and take the decisions necessary to
enable the CAA to fulfil its mission pursuant to Article 2 of this law. It shall be responsible
for the reports and proposals that its remit requires it to send to the Board and the
Government.

(6) It shall be competent to perform any act of administration or provision necessary for, or
conducive t o, fulfil ment of the CAAOGs mission and

(7) The Directorate shall represent the CAA judicially and extrajudicially.

(8) The Government may make proposals to the Grand Duke regarding the dismissal of the
Directoratebds memb e rdsagiedmentshquld &rigenbedteverne the a |
Government and the Directorate over policy an
cases, the dismissal shall apply to the Directorate as a whole.
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Likewise, the Government may make a proposal to the Grand Duke regarding the
dismissal of a Directorate member who is in the long term unable to perform his duties
or has committed a serious offence.

The Government shall consul t t he CAAbs Boar i
dismissal to the Grand Duke.

The mandate of a Directorate member shall terminate automatically upon his reaching
the age of sixty-five years, unless the mandate is extended by decision of the
Government in Council.

In the event of a Directorate memberds tenure
said member shall become a general advisor to the CAA with maintenance of his status

and his basic level of remuneration, save for the special allowances associated with his

previous function. He may be transferred to another administration or a different public

institution pursuant to Article 6 of the amended law of 16 April 1979 which lays down

the general civil service regulations.

@ The remuneration and ot her all owances of t he
applicable, those of the general advisors, shall be paid by the CAA.

The Government in Council may allocate a sp
members for entertainment expenses.

Art. 207 Advisory Committee

(1) A prudential regulatory advisory committee shall be established within the CAA, which
may be consulted for advice to the Government on any proposed legislation or Grand
Ducal regulation regarding regulation in the field of insurance sector supervision falling
within the competence of the CAA. The Directorate must seek advice from this advisory
committee on any proposed CAA regulation.

(2) Any member of the prudential regulatory advisory committee may refer to it concerning
the implementation and application of prudential supervision as a whole or concerning
guestions of detail.

(3) The prudential regulatory advisory committee is composed of the following members:

a) the competent Minister or a representative appointed by him who chairs the advisory
committee;

b))t he CAAO6s Directorate considered as a board

c) six members appointed by the competent Minister to represent, respectively, life
insurance undertakings and pension funds under the supervision of the CAA, non-
i fe i nsurance undertakings, reinsurance u
reinsurance intermediaries, and a consumer representative.

(4) The mandates of the members under point ¢) of paragraph 3 shall have a four-year-
term and are renewable.

(5) The advisory committee shall adopt internal regulations and choose a secretary among
the CAAG6s personnel tonateepr oposal of the Direc
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Chapter 51 CAA Personnel

Art. 217 Personnel structure

Q! n hierarchical order, the CAAOGs personnel S |
posts:
a) In the administrative carriere supérieure, grade calculation based on seniority :
grade 12
- a Director

- fpremiers conseillers de directiono

- fronseillers de direction premiére classeo

- fA aenseillers de directiono

- fronseillers de direction adjointso

- fattachés de direction ler en rango

- fattachés de directiondand fstagiaires ayant le titre d'attachés d'administrationa

Appointments to the functions of Director and fpremier conseillerd e di rshalt i on o
be made at the discretion of the Government, commensurate with the requirements
of the service.

b) Inthe administrative carriere moyenne, grade calculation based on seniority: grade
7

dnspecteurs principaux ler en rango

dnspecteurs principauxo

- Oinspecteurso

- ocontr'leurso
- contréleurs adjointso

- ovérificateurso

- (@édacteurs. 0

Promotion to functions above those of a ovérificateurd shall be contingent upon
success in a promotion examination.

When a promotion-level function post is vacant, the number of posts for a lower-
grade function at the same career grade may be temporarily increased accordingly.

c) In the administrative ccarriére inférieureq grade calculation based on seniority:
grade 4

- Cexpéditionnairesa

The dexpéditionnaireo category covers the different functions and number of posts
referred to in Article 17, |, 1 of t he amen
salary scales.

Any amendment subsequently made to the aforesaid law shall be applicable.

Promotion to functions above those of a ccommis adjointo shall be contingent upon
success in a promotion examination.
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(2) The personnel may be supplemented by a number of Seéqaireceto ie mp | o
ensure proper operation of the service and by ¢stagiairesd and duvriersg within the
confines of the budget allocations.

(3) Subject to approval from the Board, special non-pensionable payments may be granted
to personnel having special training or performing clearly specified important functions.

Art.227 The personnel within the CAAO0s framewor Kk

(1) Civil servants in the ccarriere supérieureo and those above aédacteuro level in the
ccarriere moyenneoshall be appointed by the Grand Duke. The Minister shall make all
other appointments.

(2) Before taking up their duties, they shall take the following oath before the Minister or his
representative: Al swear | oyal t yconstitutiondneé Gr and
the laws of the State. | promise to perform my duties with integrity, correctness and
impartiality and to maintain secrecy regarding the facts | become aware of while, or on
account of, performing my functions. o

3 The CAAb6s per tecouvl sewdnts. 3 heiegeritalatatus, particularly in regard
to rights and duties and conditions of appointment, promotion, remuneration and
pensions, is governed by the relevant legal provisions governing State civil servants.

(4) Civil servants and employees holding a university diploma in actuarial studies are
authorised to indicate that qualification after their job title and grade.

(5) Without prejudice to the general conditions of admission to the service of the State, and
insofar as they are not determined by this law, the special conditions applicable to
admission as trainees, appointment and promotion and to the CAA staff generally are
determined in a Grand-Ducal Regulation.

@) The remuneration of all the CAAG6s periamonnel <
shall be paid by the State if they belong to the civil service pension scheme.

Art. 237 Conflicts of interest

Neither the officials nor the employees of the CAA may in any way be linked, either directly
or through another person, to the undertakings it supervises, nor shall they have any
interests in such undertakings other than as an insurance policyholder. Failing this, they
shall incur the penalties laid down in Article 245 of the Penal Code.

Chapter 61 Audit of the annual accounts

Art. 247 Appointment of an approved auditor

The Government shalll appoint an approvedt auditc
shall be appointed for a term of 3 years; his mandate is renewable.

His fees shall be paid by the CAA.

Art. 251 Responsibilities of the approved auditor

The approved auditor shall be tasked with verifying and certifying the accuracy and

compl eteness of t Htes h@AAOGsdraawc oupntas .det ail ed re
accounts at the close of the financial year for the Board and the Government. The Board

may ask him to carry out specific verifications
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Art. 26 1 Financial year

The CAAbs financial year follows the calendar

Art. 27 7 Approval of the accounts by the Board

By 31 March each year, the Director shall submit the balance sheet and profit and loss

account closed off at 31 December of the previous year to the Board for approval, along

with his activity report, the approved auditor
financial year.

Art. 287 Discharge of the CAA bodies and the grant of public funds

The annual accounts and the reports approved b
Government. The Government is called upon to de
internal bodies. The decision concerningthedi scharge to be granted to
bodies and its annual accounts shall be published in the Memorial.

The CAA shall be subject to supervision by the Court of Auditors regarding the use of public
funds where these may be granted to the CAA involving public financial assistance for a
particular purpose.

Chapter 71 Taxes, duties, property and expenses

Art. 297 Taxes and duties

The CAA shall be exempt from all charges, duties and taxes collected by the State and the
municipalities, with the exception of value added tax.

Art. 30T Expenses of the CAA

The CAA shall be responsible for collecting the amount of its personnel costs and operating
costs.

Art. 317 Revenues of the CAA

The CAA is authorised to recover the amount of its staff costs and operating costs from fees
collected from each undertaking or person subject to its supervision.

AGrand-Du c a | Regul ation shall determine the amount
implementing rules.
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PART 2
ACTIVITY IN THE INSURANCE SECTOR

TITLE |
Scope and definitions

Chapter 11 General definitions

Art. 327 Definitions and abbreviations

(1) For the purposes of this law and the regulations made under this law, the following
definitions shall apply:

1. «Commission»: the European Commission;

2. «competence»: an adequate professional competence resulting both from
qualifications and high-level skills and from the experience of having already carried
out similar activities at a high level of responsibility and autonomy;

3. «insurance claim»: any amount owed by an insurance undertaking to insured
parties, policyholders or beneficiaries, or any claimant having a right of direct action
against the insurance undertaking arising from an insurance fi o r rei fPsur ance
contract or any transaction referred to in Article 35, in direct insurance business,
including any amounts set aside for the aforesaid persons when certain elements of
the debt are not yet known. A Ob |l i gati ons giving rise to an
to as finsuradice obligationso.

The premiums owed by an insurance undertaking as a result of the said insurance
contracts or transactions not being concluded or being cancelled pursuant to the law
applicable to them before the collective liquidation procedure was initiated are also
deemed to be insurance claims.

4. «EEA»: the European Economic Area created by the Agreement on the European
Economic Area of 2nd May 1992 within the limits provided by that Agreement and
the acts relating thereto;

«insurance undertaking»: an insurance undertaking of the EEA or of a third country;

«insurance undertaking of the EEA»: a direct life or non-life insurance undertaking
which has received authorisation in accordance with Article 14 of the Directive
2009/138/EC;

7. «third-country insurance undertaking»: an undertaking which would require
authorisation as an insurance undertaking in accordance with Article 14 if its head
office were situated in the EEA ;

8. «Luxembourg insurance undertaking»: an insurance undertaking which has its
registered office in the Grand Duchy of Luxembourg;

9. «reinsurance undertaking»: a reinsurance undertaking of the EEA or of a third
country;

40law of 10 August 2018
4law of 10 August 2018
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10. «reinsurance undertaking of the EEA»: an undertaking which has received
authorisation in accordance with Article 14 of the Directive 2009/138/EC to pursue
reinsurance activities;

11. «third-country reinsurance undertaking»: an undertaking which would require
authorisation as a reinsurance undertaking if its head office were situated in the
EEA;

12. «Luxembourg reinsurance undertaking»: a reinsurance undertaking which has its
head office in the Grand Duchy of Luxembourg;

13. «Member State»: a Member State of the European Economic Area;

14. «pensionfund»:any fund or institution subject to
which is established separately from any participating undertaking or any
participating entity with a view to financing retirement and invalidity benefits, life
cover, and survivors' or reversionary benefits, for the personnel of the participating
undertakings or entities with the latter assuming financial responsibility therefor;

15. «good repute»: professional or extra-professional reputation assessed on the basis
of both criminal records and any other element which may establish that the person
concerned has a good reputation and provides the guarantee of irreproachable
management;

16. «Law on annual accounts»: the amended law of 8 December 1994 relating to:

- the annual accounts and consolidated accounts of insurance and
reinsurance undertakings incorporated in Luxembourg,

- the obligations relating to the preparation and publication of the accounting
documents of branches of insurance undertakings established under foreign
law;

17. «Minister»: the member of the Government whose remit includes the supervision of
the insurance sector;

" 17-1. "insurance-based investment product” or abbreviated "IBIP": an insurance product
which offers a maturity or surrender value and where that maturity or surrender
value is totally or partially exposed, directly or indirectly, to market fluctuations, and
does not include:

a) non-life insurance products falling within the classes of insurance listed in Annex
l;

b) life insurance contracts where the benefits provided under the contract are
payable only in the event of death or incapacity due to injury, sickness or
disability;

¢) pension products which, under national law, are recognised as having as the
primary purpose of providing the investor with an income in retirement, and which
entitle him to certain benefits;

d) officially recognised occupational pension schemes which fall within the scope
of Directive 2003/41/EC or Directive 2009/138/EC;

e) individual pension products for a financial contribution from the employer is
required where the employer or the employee has no choice as to the pension
product or the provider of the product;"4?

42]aw of 10 August 2018
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18. «European Union regulatory framework» : the regulations of the Commission and
any regulation adopted by EIOPA being applicable to the prudential supervision of
the entities and persons subject to this Law ;

19. «prudential regulation»: the laws, the Grand-Ducal regulations, the CAA regulations
and the regulations of the European Union applicable to the prudential supervision
of the entities and persons subject to this law ;

fil9-1. «kRESA»: the electronic register of companies and associations, in accordance
with the provisions of Title I, Chapter Vbis, of the law of 19 December 2002 on the
trade and companies register and the accounting and annual accounts of
companies, as amended;"*3

20. «insurance sector»: all natural and legal persons subject to supervision by the CAA
under this law ;

21. «outsourcing»: an arrangement of any form, between a natural or legal person within
the insurance sector and a service provider whether a supervised entity or not, by
which that service provider performs a process, a service or an activity, whether
directly or by a third party, which would otherwise be performed by the person itself.

(2) Any numbered reference to a European Union document in the present law shall have
the meaning assigned in Annex lll.

Chapter 2 - Scope

Art. 337 General Provisions

The provisions of Title Il are applicable to Luxembourg insurance and reinsurance
undertakings, branches of third-country insurance and reinsurance undertakings and, within
the scope of the powers reserved by the European Union Directives for the Luxembourg
authorities, the Luxembourg branches of insurance and reinsurance undertakings having
their registered office in another Member State, as well as insurance and reinsurance
business conducted under freedom to provide services in the Grand Duchy of Luxembourg.

Art. 347 Non-life insurance

With regard to non-life insurance, Title Il shall apply to activities of the insurance classes
listed in part A of Annex |.

Assistance operations are defined in Article 179 of the present law.

Art. 357 Life insurance
(1) With regard to life insurance, Title 1l shall apply to activities listed in Annex Il.
(2) (repealed by the law of 15 December 2019)

43law of 27 February 2018
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Chapter 3 - Exclusions from scope

Section 11 General provision

Art. 367 Statutory schemes

This law does not apply to insurances that are part of statutory social security schemes,
without prejudice to Article 35, paragraph 2.

Section 2 i Non-life insurance

Art. 371 Operations

In regard to non-life insurance, this law shall not apply to the following operations:

a)
b)

capital redemption operations;

operations of provident and mutual benefit institutions whose benefits vary
according to the resources available and in which the contributions of the members
are determined on a flat-rate basis;

operations carried out by an organisation not having a legal personality with the
purpose of providing mutual cover for their members without there being any
payment of premiums or constitution of technical reserves;

export credit insurance operations for the account of or guaranteed by the State, or
where the State is the insurer; or

export credit insurance operations without guarantee of the State performed by the
Office du Ducroire, which is regulated by the law of 24 July 1995 governing the
Office du Ducroire, hereinafter referred to as «ODL», provided that:

- the annual income of gross written premiums by ODL regarding its credit
insurance activities without guarantee of the State does not exceed 5,000,000
euros,

- the total technical provisions of ODL within the meaning of Article 100, gross of
the amounts recoverable from reinsurance contracts and special purpose
vehicles does not exceed 25,000,000 euros,

- the activity of ODL does not include insurance or reinsurance activities covering
risks of third-party liability, credit and bonding, unless they constitute ancillary
risks within the meaning of Article 46, paragraph 1.

Art. 387 Mutual undertakings

This law shall not apply to mutual undertakings which pursue non-life activities and which
have concluded with other mutual undertakings an agreement which provides for the full
reinsurance of the insurance policies issued by them or under which the accepting
undertaking is to meet the liabilities arising under such policies in the place of the ceding
undertaking. In such a case the accepting undertaking shall be subject to the rules of this

law.
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Section 37 Life insurance
Art. 391 Operations and activities
In regard to life insurance, this law shall not apply to the following operations and activities:

a) operations of provident and mutual-benefit institutions whose benefits vary
according to the resources available and which require each of their members to
contribute at the appropriate flat rate;

b) operations carried out by organisations, other than undertakings referred to in
Articles 33 to 35, whose object is to provide benefits for employed or self-employed
persons belonging to an undertaking or group of undertakings, or a profession or
group of professions, in the event of death or survival or of discontinuance or
curtailment of activity, whether or not the commitments arising from such operations
are fully covered at all times by mathematical provisions.

Art. 407 Organisations providing benefits in the event of death

In regard to life insurance, this law shall not apply to organisations which undertake to
provide benefits solely in the event of death, where the amount of such benefits does not
exceed the average funeral costs for a single death or where the benefits are provided in
kind.

Section 4 - Reinsurance
Art. 417 Reinsurance

In regard to reinsurance, this law shall not apply to the activity of reinsurance conducted or
fully guaranteed by the Luxembourg government acting, for reasons of substantial public
interest, in the capacity of reinsurer of last resort, including in circumstances where such a
role is required by a situation in the market in which it is not feasible to obtain adequate
commercial cover.

Art. 427 Reinsurance undertakings closing their activities

(1) The provisions of this law shall not apply to reinsurance undertakings which by 10
December 2007 ceased to conduct new reinsurance contracts and exclusively
administer their existing portfolio in order to terminate their activity.

These undertakings shall continue to be governed by the rules applicable to them before
the entry into force of this law.

(2) The CAA shall draw up a list of the reinsurance undertakings concerned and
communicate that list to all the other Member States.
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TITLE Il
Insurance and reinsurance undertakings
Subtitle |

General rules on the taking up and pursuit of the business of direct insurance and
reinsurance

Chapter 11 Definitions applicable to insurance and reinsurance undertakings

Art. 43 - Definitions

For the purposes of this law and the regulations made under this law, the following
definitions shall apply:

1. «business conducted under the right of establishment» : insurance business conducted
by an insurance undertaking or reinsurance business conducted by an insurance or
reinsurance undertaking in the State in which its registered office is situated or in a State
in which it trades through a branch, having regard to paragraphs 1 and 2 of Article 132
of this law;

2. «business conducted under freedom to provide services» : insurance business
conducted by an insurance undertaking or reinsurance business conducted by an
insurance or reinsurance undertaking in the territory of a State, through its registered
office or an establishment situated in another State;

3. «supervisory authority» : the national authority or the national authorities empowered
by law or regulation to supervise insurance or reinsurance undertakings;

4. ¢Bureau | uxembourgeoise : the 6Bureau
Accidents d' Aut o muhe tcompulsdy meter cidl gabilityrinsudance law
of 16 April 2003, as amended,;

5. « probability distribution forecast » : a mathematical function that assigns to an
exhaustive set of mutually exclusive future events a probability of realisation;

6. «commitment» : a commitment entered into via an insurance contract or transaction
falling under Annex Il to this law;

7. «diversification effects» : the reduction in the risk exposure of insurance and
reinsurance undertakings and groups related to the diversification of their business,
resulting from the fact that the adverse outcome from one risk can be offset by a more
favourable outcome from another risk, where those risks are not fully correlated;

8. «captive insurance undertaking» : an insurance undertaking, owned either by a financial
undertaking other than an insurance or reinsurance undertaking or a group of insurance
or reinsurance undertakings within the meaning of Article 184, point 3 or by a non-
financial undertaking, the purpose of which is to provide insurance cover exclusively for
the risks of the undertaking or undertakings to which it belongs or of an undertaking or
undertakings of the group of which it is a member;

9. «captive reinsurance undertaking»: a reinsurance undertaking, owned either by a
financial undertaking other than an insurance or reinsurance undertaking or a group of
insurance or reinsurance undertakings within the meaning of Article 184, point 3 or by
a non-financial undertaking, the purpose of which is to provide reinsurance cover
exclusively for the risks of the undertaking or undertakings to which it belongs or of an
undertaking or undertakings of the group of which it is a member;
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10.

11.

12.
13.

14.

15.

16.

17.

«financial undertaking» : any of the following entities:

a) a credit institution, a financial institution or an ancillary banking services undertaking
within the meaning of Article 4, paragraph 1, points 1, 18 and 26 of EU Regulation
n°® 575/2013 respectively;

b) an insurance undertaking, or a reinsurance undertaking or an insurance holding
company within the meaning of Article 184, point 6;

c) aninvestment firm or a financial institution within the meaning of Article 4, paragraph
1, point 1 of Directive 2004/39/EC; or

d) a mixed financial holding company within the meaning of Article 2, point 15 of
Directive 2002/87/EC;

«parent undertaking»: a parent undertaking within the meaning of Article 92 of the Law
on annual accounts ;

«establishment» of an undertaking: its registered office or one of its branches;
«host Member State»:

a) for non-life insurance, the Member State in which the risk is situated, where that risk
is covered by an insurance undertaking or a branch situated in another Member
State;

b) for life insurance, the Member State of the commitment, where the commitment is
covered by an insurance undertaking or a branch situated in another Member State;

c) for reinsurance, the Member State in which the registered office of the insurance
undertaking ceding the risk to the insurance or reinsurance undertaking is situated.

«home Member State»: any of the following:

a) for non-life insurance, the Member State in which the registered office of the
insurance undertaking covering the risk is situated,;

b) for life insurance, the Member State in which the registered office of the insurance
undertaking covering the commitment is situated,;

c) for reinsurance, the Member State in which the registered office of the reinsurance
undertaking is situated;

«Member State of the commitment»: the Member State in which either of the following
is situated:

a) the habitual residence of the policy holder;

b) ift he policy holder is a | egal person,
contract relates;

«Member State of the branch»: the Member State in which the branch of an insurance
undertaking or a reinsurance undertaking is situated;

«Member State in which the risk is situated»: any of the following:

a) the Member State in which the property is situated, where the insurance relates
either to buildings or to buildings and their contents, in so far as the contents are
covered by the same insurance policy;

b) the Member State of registration, where the insurance relates to vehicles of any
type;

c) by way of derogation from point b), the Member State of destination, where the
insurance relates to vehicles within the meaning of Article 1, point a) of the
compulsory motor civil liability insurance law of 16 April 2003, as amended,
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18.

19.

20.

21.

22.

23.

dispatched from one Member State to another and immediately upon acceptance of
delivery by the purchaser for a period of thirty days, even though the vehicle has not
yet formally been registered in the Member State of destination;

d) the Member State where the policy holder took out the policy in the case of policies
of a duration of four months or less covering travel risks, whatever the class
concerned;

e) inall cases not explicitly covered by points a), b), c) or d), the Member State in which
either of the following is situated:

- the habitual residence of the policy holder; or

- i f the policy holder is a | egal person,

the contract relates;

«subsidiary undertaking»: any subsidiary undertaking within the meaning of Article 92
of the Law on annual accounts, including subsidiaries thereof;

«function» within a system of governance: an internal capacity to undertake practical
tasks; a system of governance includes the risk-management function, the compliance
function, the internal audit function and the actuarial function;

«Fonds de garantie automobileé: the OFoO
compulsory motor civil liability insurance law of 16 April 2003, as amended,

«large risks»: the risks:
a) classified under the following classes:

- railway rolling stock, aircraft, ships, lake and canal vessels, as well as the civil
liability relating to those vehicles,

- goods in transit,

- credit and suretyship where the policy holder is engaged professionally in an
industrial or commercial activity or in one of the liberal professions and the risks
relate to such activity;

b) relating to land vehicles (other than railway rolling stock), fire and natural forces,
other damage to property, motor vehicle civil liability, general civil liability and
miscellaneous financial loss, in so far as the policy holder exceeds the limits of at
least two of the following criteria:

- abalance-sheet total of 6,2 million euros;
- anetturnover of 12,8 million euros;
- an average number of 250 employees during the financial year.

If the policy holder belongs to a group of undertakings for which consolidated
accounts within the meaning of Directive 2013/34/UE are drawn up, the criteria set
out above shall be applied on the basis of the consolidated accounts.

«control relationship»: the relationship between a parent undertaking and a subsidiary
undertaking, as set out in Article 92 of the Law on annual accounts, or a similar
relationship between any natural or legal person and an undertaking;

«close links»: a situation in which two or more natural or legal persons are linked by
control or participation, or a situation in which two or more natural or legal persons are
permanently linked to one and the same person by a control relationship;
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24,

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

firegulated market»: a regulated market as defined in Article 1, point 31), of the law of
30 May 2018 on markets in financial instruments; *®

«risk measure» : a mathematical function which assigns a monetary amount to a given
probability distribution forecast and increases monotonically with the level of risk
exposure underlying that probability distribution forecast;

«participation» : the ownership, direct or by way of a control relationship, of 20 % or
more of the voting rights or capital of an undertaking;

«qualifying holding» : a direct or indirect holding in an undertaking which represents 10
% or more of the capital or of the voting rights or which makes it possible to exercise a
significant influence over the management of that undertaking;

«reinsurance»: either of the following:

a) the activity consisting in accepting risks ceded by an insurance undertaking or by
another reinsurance undertaking; or

b) in the case of the association of underwriter s known as Ll oydods,

consisting in accepting risks, ceded
reinsurance undertaking other than the association of underwriters known as
LIl oydoés; or

c) the cover by a reinsurance undertaking of the commitments of an institution for

occupational retirement provision falling under the scope of Directive i E U
2016/ ®34wlwer e the |l aw of the instituti

cover;

«finite reinsurance»: reinsurance under which the explicit maximum loss potential,
expressed as the maximum economic risk transferred, arising both from a significant
underwriting risk and timing risk transfer, exceeds the premium over the lifetime of the
contract by a limited but significant amount, together with at least one of the following
features:

a) the explicit and material consideration of the time value of money;

b) contractual provisions to moderate the balance of economic experience between
the parties over time to achieve the target risk transfer;

«concentration risk»: all risk exposures with a loss potential which is large enough to
threaten the solvency or the financial position of insurance and reinsurance
undertakings;

«credit risk»: the risk of loss or of adverse change in the financial situation, resulting
from fluctuations in the credit standing of issuers of securities, counterparties and any
debtors to which insurance and reinsurance undertakings are exposed, in the form of
counterparty default risk, or spread risk, or market risk concentrations;

«liquidity risk»: the risk that insurance and reinsurance undertakings are unable to
realise investments and other assets in order to settle their financial obligations when
they fall due;

«market risk» : the risk of loss or of adverse change in the financial situation resulting,
directly or indirectly, from fluctuations in the level and in the volatility of market prices of
assets, liabilities and financial instruments;

«operational risk»: the risk of loss arising from inadequate or failed internal processes,
personnel or systems, or from external events;

44law of 15 December 2019
45|aw of 15 December 2019
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35. «underwriting risk»: the risk of loss or of adverse change in the value of insurance
liabilities, due to inadequate pricing and provisioning assumptions;

36. «branch»: an agency or a branch of an insurance or reinsurance undertaking which is
located in the territory of a Member State other than the home Member State;

37. «risk-mitigation techniques»: all techniques which enable insurance and reinsurance
undertakings to transfer part or all of their risks to another party;

38. «intra-group transaction»: any transaction by which an insurance or reinsurance
undertaking relies, either directly or indirectly, on other undertakings within the same
group or on any natural or legal person linked to the undertakings within that group by
close links, for the fulfilment of an obligation, whether or not contractual, and whether
or not for payment;

39. «special purpose vehicle («<SPV») »: any undertaking, whether incorporated or not,
other than an existing insurance or reinsurance undertaking, which assumes risks from
insurance or reinsurance undertakings and which fully funds its exposure to such risks
through the proceeds of a debt issuance or any other financing mechanism where the
repayment rights of the providers of such debt or financing mechanism are subordinated
to the reinsurance obligations of such an undertaking.

Chapter 21 Taking-up of business

Art. 447 Principle of authorisation

(1) Without prejudice to the exceptions referred to in chapter 9 of the present subtitle and
the Grand-Ducal regulations taken pursuant to Article 312, the taking-up in or from
Luxembourg of the business of direct insurance referred to in Annexes | and Il of this
law or the business of reinsurance shall be subject to prior authorisation.

(2) The authorisation referred to in paragraph 1 shall be sought from the Minister through
the CAA by the following entities:

a) any insurance or reinsurance undertaking which is establishing its registered office
within the territory of the Grand-Duchy of Luxembourg; or

b) any insurance undertaking which, having received an authorisation pursuant to
paragraph 1, wishes to extend its business to an entire insurance class or to
insurance classes other than those already authorised.

The contents of the application shall be fixed by a CAA regulation.

Art. 457 Scope of authorisation

(1) An authorisation granted pursuant to the preceding Article shall be valid for the entire
EEA. It shall permit insurance and reinsurance undertakings to pursue business there,
that authorisation covering also the right of establishment and the freedom to provide
services.

(2) Subject to Article 44, authorisation shall be granted for a particular class of direct
insurance as mentioned in Part A of Annex | or in Annex Il. It shall cover the entire class,
unless the applicant wishes to cover only some of the risks pertaining to that class.

The risks included in a class shall not be included in any other class except in the cases
referred to in Article 46.

Without prejudice to Article 96, authorisation may be granted for two or more of the
classes.
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3)

(4)

(5)

In regard to non-life insurance, the authorisation may also be granted for the groups of
classes listed in Part B of Annex |, by reference to the appropriate heading.

The CAA may limit the authorisation requested for a class to the operations described
in the business plan, the content of which is set by a CAA regulation.

Undertakings subject to this law may engage in the assistance activity referred to in
Article 179 only if they have received authorisation for class 18 in Part A of Annex I,
without prejudice to Article 46, paragraph 1. In that event this law shall apply to the
operations in question.

In regard to reinsurance undertakings, authorisation shall be granted for non-life
reinsurance activity, life reinsurance activity or all kinds of reinsurance activity.

The application for authorisation shall be considered in the light of the scheme of
operations to be submitted pursuant to Article 49, paragraph 1, point ¢) and the fulfilment
of the conditions laid down for authorisation by this law and the regulations made
thereunder.

Art. 467 Ancillary risks

(1)

(2)

A Luxembourg insurance undertaking which has obtained an authorisation for a
principal risk belonging to one class or a group of classes as set out in Annex 1 may
also insure risks included in another class without the need to obtain authorisation in
respect of such risks provided that the risks fulfil all the following conditions:

a) they are connected with the principal risk;
b) they concern the object which is covered against the principal risk; and
c) they are covered by the contract insuring the principal risk.

By way of derogation from paragraph 1, the risks included in classes 14, 15 and 17 in
Part A of Annex | shall not be regarded as risks ancillary to other classes.

However, legal expenses insurance as set out in class 17 may be regarded as a risk
ancillary to class 18, where the conditions laid down in paragraph 1 and either of the
following conditions are fulfilled:

a) the principal risk relates solely to the assistance provided for persons who fall into
difficulties while travelling, while away from their home or their habitual residence;
or

b) the insurance concerns disputes or risks arising out of, or in connection with the use
of sea-going vessels.

Art. 477 Legal form of the insurance or reinsurance undertaking

(1)

(2)

Luxembourg insurance and reinsurance undertakings may only be approved if they
adopt either of the following legal forms:

a) European company, limited company, corporate partnership limited by shares,
cooperative society or cooperative society organised as a limited company, as
defined by the amended Law of 10 August 1915 on commercial companies;

b) mutual insurance association as referred to in Article 48;
¢) European cooperative society defined by Regulation (EC) No 1435/2003.
(repealed by the law of 15 December 2019)
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(3) Luxembourg public-law insurance and reinsurance undertakings set up by the State can
also be approved, provided that such undertakings have insurance or reinsurance
operations as their object, under conditions equivalent to those under which
undertakings governed by private law operate.

Art. 48 7 Mutual insurance associations

(1) A mutual insurance association is an association of natural or legal persons formed to
insure the risks of its members on a non-profit-making basis.

A mutual insurance association is governed by its memorandum of association and the
laws and regulations governing the insurance sector in the Grand Duchy of
Luxembourg.

The association shall have at least three members.

(2) Under penalty of nullity, a mutual insurance association shall be formed by a special
notarial deed.

The memorandum of association of a mutual insurance association shall indicate:

a)

b)
c)

d)
e)
f)
g9)
h)

)
k)

the identity of the natural or legal persons who signed the deed or on behalf of
whom it was signed;

the name of the association;

the registered office location, which must be situated in the Grand Duchy of
Luxembourg;

its object;

the amount of the subscribed partnership fund, where applicable;

the initial amount of the subscribed fund;

the conditions laid down for admission of members and termination of membership;

the obligation for the members to pay their contributions when they are due and
called by the association;

the date of closure of the accounts and the date of the annual ordinary general
meeting;

the powers of the general meeting and its means of convening;

insofar as they do not derive from the law, the rules that determine the number of
members of the bodies responsible for representation relative to third parties,
administration, management, supervision or control of the association and the
procedure for appointing them, as well as the distribution of powers between the
said bodies;

the duration of the association;

the rules to be followed for amendments to the memorandum and articles of
association;

the procedures for liquidation of the association.

The memorandum of association and any amendment thereto shall be published
pursuant to the terms of "Title I, Chapter Vbis, of the law of 19 December 2002 on the
trade and companies register and the accounting and annual accounts of
companiesq*®

46Jaw of 27 February 2018
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(3) A mutual insurance association exists and has legal personality with effect from
execution of the memorandum of association referred to in paragraph 2.

It is registered in the Trade and Companies Register.

When the memorandum and articles of association are filed at the Trade and
Companies Registry, the surnames, forenames, occupations and domiciles of the
directors and the address of the registered office shall be indicated. Any amendment
thereto shall be notified to the Trade and Companies Registry.

All deeds and documents emanating from a mutual insurance association shall bear the

words Amut ual i nsur ance eeinduband @ated ionmediatehe gi bl vy
before or after the associationds name.

Mutual insurance associations are subject to the legal formalities for the deposit and
publication of their annual accounts under the Law on annual accounts.

(4) The mutual insurance association shall be administered by a board of directors having
at least three members.

The board of directors shall be empowered to perform all acts necessary for, or
conducive to, achievement of the object, with the exception of any which the
memorandum and articles of association reserves for the general meetings of the

A

associationdbs member s.

The board shall represent the association in regard to third parties and the courts,
whether as plaintiff or defendant.

Art. 497 Conditions for authorisation

(1) Luxembourg insurance and reinsurance undertakings may be authorised only on
condition that they:

a) with regard to insurance undertakings,

- limit their object to the business of insurance and the operations directly arising
therefrom, to the exclusion of all other commercial business;

- are effectively run by at least one insurance undertaking executive, appointed
by a service agreement. Howe ver , on the basis of the i
business plan, the CAA may require the establishment of a board comprising up
to three members authorised as insurance undertaking executives. A CAA
regulation shall lay down the criteria applying to this sub-paragraph.

b) with regard to reinsurance undertakings,

- limit their object to the business of reinsurance and related operations; that
requirement may include a holding company function and activities linked to
financial sector activities within the meaning of Article 2, point 8 of Directive
2002/87/EC,;

- are effectively run by at least one reinsurance undertaking executive who is a
natural person or by an authorised management company of reinsurance
undertakings in accordance with Article 265, appointed by a service agreement;
In the event that the manager is a management company of reinsurance
undertakings, the latter must be represented both towards the CAA and third
parties by at least one delegated reinsurance undertaking executive who is a
natural person fulfilling the same conditions for authorisation as a reinsurance
undertaking executive. However, on the basis of thereins ur ance undert aki
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business plan, the CAA may require the establishment of a board comprising up
to three members authorised as reinsurance undertaking executives or as
delegated reinsurance undertaking executives. A CAA regulation shall lay down
the criteria applying to this sub-paragraph;

- ensure the daily management either by their own personnel or by a management
company of reinsurance undertakings appointed by a service agreement;

c) present a business plan as defined by a CAA regulation;

d) hold the eligible basic own funds necessary to cover the absolute floor of the
Minimum Capital Requirement provided for in Article 112;

e) show evidence that they will be in a position to hold the eligible own funds necessary
to cover the Solvency Capital Requirement, as provided for in Article 104;

f) show evidence that they will be in a position to hold the eligible own funds necessary
to cover the Minimum Capital Requirement, as provided for in Article 112;

g) show evidence that they will be in a position to comply with the governance system
referred to in Chapter 4, Section 2 of this subtitle;

h) in regard to non-life insurance, to communicate the name and address of all claims
representatives meeting the requirements to be fixed by a CAA regulation and
appointed in each Member State other than the Grand Duchy of Luxembourg, if the
risks to be covered are classified in class 10 of Part A of Annex | to this Law, other
than carrierds liability.

(2) Luxembourg insurance and reinsurance undertakings must inform the CAA prior to any
material change to the articles of association, any change of executive as well as any
extension of the business or major amendment to the business plan and any change of
approved independent auditor.

A CAA regulation shall determine the requirements of this paragraph.

Art. 507 Close links

Where close links exist between the Luxembourg insurance undertaking or reinsurance
undertaking and other natural or legal persons, the authorisation shall be granted only if
those links do not prevent the effective exercise of t he CAAOGs super

Authorisation shall also be refused if the legislative or regulatory provisions of a third country
governing one or more natural or legal persons with which the insurance or reinsurance
undertaking has close links, or in case of difficulties involved in the enforcement of those
provisions, prevent the effective exercise of the supervisory functions.

Insurance and reinsurance undertakings must provide the information required by the CAA
to monitor compliance with the conditions referred to in this Article on a continuous basis.

Art. 511 Central administration of insurance and reinsurance undertakings

Any Luxembourg insurance or reinsurance undertaking must establish its central
administration in the Grand Duchy of Luxembourg.

Art. 527 Economic requirements of the market

The application for authorisation may not be considered in the light of the economic
requirements of the market.
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Art. 537 Shareholders and members with qualifying holdings

(1)

(2)

The approval of a Luxembourg insurance or reinsurance undertaking shall be subject
to the communication to the CAA of the identities of the shareholders or members, direct
or indirect, whether natural or legal persons, who have qualifying holdings in that
undertaking and of the amounts of those holdings.

The qualifications of the shareholders or members must satisfy the CAA, taking into
account the need to ensure the sound and prudent management of the undertaking.
The concept of sound and prudent management shall be considered in the light of the
evaluation criteria laid down in Article 89.

For the purposes of paragraph 1, the voting rights referred to in Articles 9 and 10 of
Directive 2004/109/EC as well as the conditions regarding aggregation thereof laid
down in Article 12 paragraphs 4 and 5 of that Directive, shall be taken into account.

Voting rights or shares which investment firms or credit institutions may hold as a result
of providing the underwriting of financial instruments and/or placing of financial
instruments on a firm commitment basis included under point 6 of Section A of Annex |
of Directive 2004/39/EC shall not be taken into account, provided that those rights are,
on the one hand, not exercised or otherwise used to intervene in the management of
the issuer and, on the other, disposed of within one year of the acquisition.

Art. 5471 Prior consultation of the authorities of other Member States

(1)

(2)

3)

(4)

The CAA shall consult the competent authorities of other Member States prior to the
granting of an authorisation to an insurance or reinsurance undertaking which is:

a) a subsidiary of an insurance or reinsurance undertaking authorised in that other
Member State;

or

b) a subsidiary of the parent undertaking of an insurance or reinsurance undertaking
authorised in that other Member State,

or

c) an undertaking controlled by the same persons, whether natural or legal, who
control an insurance or reinsurance undertaking authorised in that other Member
State.

The CAA shall consult the competent authorities of other Member States which are
responsible for the supervision of credit institutions or investment firms prior to the
granting of an authorisation to an insurance or reinsurance undertaking which is:

a) a subsidiary of a credit institution or investment firm authorised in the EEA;

b) a subsidiary of the parent undertaking of a credit institution or investment firm
authorised in the EEA; or

c) an undertaking controlled by the same persons, whether natural or legal, who
control a credit institution or investment firm authorised in the EEA.

The CAA shall in particular consult the competent authorities when assessing the
suitability of the shareholders and the fit and proper requirements of all persons who
effectively run the insurance or reinsurance undertaking or have other key functions
within the insurance or the reinsurance undertaking also utilised in the management of
another entity of the same group.

The CAA shall inform the authorities of other Member States of any information
regarding the suitability of shareholders and the fit and proper requirements of all
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persons who effectively run the insurance or reinsurance undertaking or have other key
functions which may be of relevance to the other competent authorities concerned in
respect to their granting of an authorisation as well as for the on-going assessment of
compliance with operating conditions.

Art. 55 - Extension of authorisation of Luxembourg insurance undertakings

(1) A Luxembourg insurance undertaking seeking authorisation to extend its business to
other classes or to extend an authorisation covering only some of the risks pertaining to
one class must submit a business plan concerning such other classes, the details of
which are prescribed by a CAA regulation.

Moreover, it must prove that it has available eligible own funds to cover the Solvency
Capital Requirement and the Minimum Capital Requirement, as provided for in Article
104, paragraph 1 and Article 112.

(2) Without prejudice to paragraph 1, a Luxembourg insurance undertaking pursuing life
insurance activities and seeking authorisation to extend its business to the risks listed
in classes 1 or 2 in Part A of Annex 1 as referred to in Article 96, shall demonstrate that
it:

a) possesses the eligible basic own funds to cover the absolute floor of the Minimum
Capital Requirement for life insurance undertakings together with the absolute floor
of the Minimum Capital Requirement for non-life insurance undertakings, as referred
to in Article 112;

b) undertakes to cover the minimum financial obligations set out by a CAA regulation.

(3) Without prejudice to paragraph 1, an insurance undertaking pursuing non-life activities
for the risks listed in classes 1 or 2 in Part A of Annex |, and seeking authorisation to
extend its business to life insurance risks as referred to in Article 96, shall demonstrate
that it:

a) possesses the eligible basic own funds to cover the absolute floor of the Minimum
Capital Requirement for life insurance undertakings together with the absolute floor
of the Minimum Capital Requirement for non-life insurance undertakings, as referred
to in Article 112;

b) undertakes to cover the minimum financial obligations set out by a CAA regulation.

Chapter 31 Supervisory authorities and general rules

Art. 56 i General principles of supervision

The supervision of the CAA shall be based on a prospective and risk-based approach, and
shall include the verification on a continuous basis of the proper operation of the insurance
or reinsurance business and of the compliance with supervisory provisions by insurance
and reinsurance undertakings.

Such supervision shall comprise an appropriate combination of documentary reviews and
on-site inspections.

The CAA shall ensure that the requirements laid down in this Law and in its implementing
regulations are applied in a manner which is proportionate to the nature, scale and
complexity of the risks inherent in the business of an insurance or reinsurance undertaking.
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Art. 57 17 Supervisory authorities and scope of supervision

(1) The financial supervision of insurance and reinsurance undertakings, including that of
the business they pursue either through branches or under the freedom to provide
services, shall be the sole responsibility of the CAA.

(2) Financial supervision pursuant to paragraph 1 shall include verification, with respect to
the entire business of the insurance and reinsurance undertaking, of its state of
solvency, of the establishment of technical provisions, of its assets and of the eligible
own funds, in accordance with the rules laid down or practices followed in the Grand
Duchy of Luxembourg in accordance with provisions adopted at European Union level.

(3) If the CAA has reason to consider that the activities of an insurance or reinsurance
undertaking where the Grand Duchy of Luxembourg is the host Member State might
af fect the |l atterods financi al soundness, it
home Member State of that undertaking.

(4) If the CAA is informed by the competent supervisory authorities of a host Member State
that the activities of a Luxembourg insurance or reinsurance undertaking being pursued
on its territory might affect that Statebs f
whether the undertaking is complying with the prudential principles that apply to it.

Art. 58 - Transparency and accountability

(1) The CAA shall conduct its tasks in a transparent and accountable manner with due
respect for the protection of confidential information.

(2) The CAA shall ensure that the following information is disclosed:

a) the texts of laws, regulations, administrative rules and general guidance in the field
of insurance regulation;

b) the general criteria and methods, including the tools developed in accordance with
Article 61, used in the supervisory review process as set out in Article 63;

c) aggregate statistical data on key aspects of the application of the prudential
framework;

d) the manner of exercise of the options provided for in Directive 2009/138/EC,;
e) the objectives of the supervision and its main functions and activities.

The CAA shall ensure that these disclosures will enable a comparison of the supervisory
approaches adopted by the supervisory authorities of the different Member States.

The information above shall be accessible at a single electronic location.

Art. 59 - Prohibition of refusal of reinsurance contracts or retrocession contracts

For the purposes of assessing the financial situation of an insurance or reinsurance
undertaking, the CAA may not refuse a reinsurance or a retrocession contract concluded
with another insurance or reinsurance undertaking of the EEA on grounds directly related
to the financial soundness of that other insurance or reinsurance undertaking.

Art. 60 - Supervision of branches established in another Member State

(1) Where a Luxembourg insurance or reinsurance undertaking carries on business
through a branch, the CAA may, after having in advance informed the supervisory
authorities of the host Member State concerned, carry out itself, or through the
intermediary of persons appointed for that purpose, on-site verifications of the
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information necessary to ensure the financial supervision of the undertaking. The
supervisory authorities of the host Member State of the branch may participate in that
verification.

(2) Where an insurance or reinsurance undertaking authorised in another Member State
carries on business in Luxembourg through a branch, the supervisory authorities of the
home Member State may, after having informed the CAA, carry out themselves, or
through the intermediary of persons appointed for that purpose, on-site verifications of
the information necessary to ensure the financial supervision of the undertaking. The
CAA may participate in these verifications.

(3) Where the CAA has informed the supervisory authorities of the Member State of the
branch that it intends to carry out on-site verifications in accordance with paragraph 1
and that it is prevented from exercising its right to carry out such verifications or where
the CAA is, in practice, not able to exercise its right to carry out such verifications in
accordance with paragraph 2, it may refer the matter to EIOPA.

(4) EIOPA may participate in on-site verifications when these are carried out by at least two
supervisory authorities.

Art. 617 General supervisory powers

The CAA may introduce independently of the calculation of the Solvency Capital
Requirement and where appropriate, necessary quantitative tools under the supervisory
review process to assess the ability of the insurance or reinsurance undertakings to cope
with possible events or future changes in economic conditions that could have unfavourable
effects on their overall financial standing. The CAA may require that corresponding tests
are performed by the undertakings.

Art. 6271 Information to be provided for supervisory purposes

(1) Insurance and reinsurance undertakings shall submit to the CAA the information which
is necessary for the purposes of supervision. That information shall include as a
minimum the information necessary to perform the following tasks within the framework
of the process referred to in Article 63:

a) to assess the system of governance applied by the undertakings, the business they
are pursuing, the valuation principles applied for solvency purposes, the risks faced
and the risk-management systems, and their capital structure, requirements and
management;

b) to make any appropriate decisions resulting from the exercise of their supervisory
rights and duties.

(2) The CAA may:

a) determine the nature, the scope and the format of the information referred to in
paragraph 1 which it requires Luxembourg insurance and reinsurance undertakings
to submit at the following points in time:

- at predefined periods;
- upon occurrence of predefined events;

- following enquiries regarding the situation of an insurance or reinsurance
undertaking;

b) obtain any information regarding contracts which are held by intermediaries or
contracts which are entered into with third parties; and
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c) require information from external experts, such as auditors and actuaries.
(3) The information referred to in paragraphs 1 and 2 shall comprise the following:
a) qualitative or quantitative elements, or any appropriate combination thereof;

b) historic, current or prospective elements, or any appropriate combination thereof;
and

c) data from internal or external sources, or any appropriate combination thereof.

(4) The information referred to in paragraphs 1 and 2 shall comply with the following
principles:

a) it must reflect the nature, scale and complexity of the business of the undertaking
concerned, and in particular the risks inherent in that business;

b) it must be accessible, complete in all material respects, comparable and consistent
over time; and

c) it must be relevant, reliable and comprehensible.

(5) Luxembourg insurance and reinsurance undertakings shall have appropriate systems
and structures in place to fulfil the requirements laid down in paragraphs 1 to 4 as well
as a written policy, approved by the administrative, management or supervisory body of
the insurance or reinsurance undertaking, ensuring the on-going appropriateness of the
information submitted.

Art. 63 - Supervisory review process

(1) The CAA reviews and evaluates the strategies, processes and information reporting
procedures which are established by Luxembourg insurance and reinsurance
undertakings to comply with the laws, regulations and administrative provisions adopted
pursuant to the prudential regulation.

That review and evaluation shall comprise the assessment of the qualitative
requirements relating to the system of governance, the assessment of the risks which
the undertakings concerned face or may face and the assessment of the ability of those
undertakings to calculate those risks taking into account the environment in which the
undertakings are operating.

(2) The CAA shall in particular review and evaluate compliance with the following:

a) the requirements for a system of governance, as referred to in Chapter 4, Section 2
of this subtitle, including the own-risk and solvency assessment;

b) the requirements for technical provisions as set out in Chapter 6, Section 3 of this
subtitle;

c) the capital requirements as set out in Chapter 6, Sections 5 and 6 of this subtitle;
d) the investment rules as set out in Chapter 6, Section 7 of this subititle;

e) the requirements relating to the quality and quantity of own funds as set out in
Chapter 6, Section 4 of this subtitle;

f) where the insurance or reinsurance undertaking uses a full or partial internal model,
on-going compliance with the requirements for full and partial internal models set
out in Chapter 6, Section 5, Subsection 3 of this subtitle which must be complied
with at all times.

(3) The CAA shall have in place appropriate monitoring tools that enable it to identify
deteriorating financial conditions in an insurance or reinsurance undertaking and to
monitor how that deterioration is remedied.
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(4) The CAA shall assess the adequacy of the methods and practices of Luxembourg
insurance and reinsurance undertakings designed to identify possible events or future
changes in economic conditions that could have adverse effects on the overall financial
standing of the undertaking concerned.

The CAA shall assess the ability of the undertakings to withstand those possible events
or future changes in economic conditions.

(5) The CAA shall conduct regular reviews, evaluations and assessments referred to in
paragraphs 1, 2 and 4.

Without prejudice to the frequencies set at the level of the EEA, the CAA shall establish
the minimum frequency and the scope of those reviews, evaluations and assessments
having regard to the nature, scale and complexity of the activities of the insurance or
reinsurance undertaking concerned.

Art. 64 7 Requirement for a capital add-on

(1) The CAA may in exceptional circumstances impose a capital add-on for a Luxembourg
insurance or reinsurance undertaking by a decision stating the reasons. That possibility
shall exist only in the following cases:

a) the CAA concludes that the risk profile of the insurance or reinsurance undertaking
deviates significantly from the assumptions underlying the Solvency Capital
Requirement, as calculated using the standard formula in accordance with Chapter
6, Section 5, Subsection 2 of this subtitle I, and:

- the requirement to use an internal model under MArticle 111 B is inappropriate
or has been ineffective; or

- apartial or full internal model is being developed in accordance with Article 110;
or

b) the CAA concludes that the risk profile of the insurance or reinsurance undertaking
deviates significantly from the assumptions underlying the Solvency Capital
Requirement, as calculated using an internal model or partial internal model in
accordance with Chapter 6, Section 5, Subsection 3 of this subtitle, because certain
guantifiable risks are captured insufficiently and the adaptation of the model to better
reflect the given risk profile has failed within an appropriate timeframe;

or

c) the CAA concludes that the system of governance of an insurance or reinsurance
undertaking deviates significantly from the standards laid down in Chapter 6,
Section 3 of this subtitle, so that those deviations prevent it from being able to
properly identify, measure, monitor, manage and report the risks that it is or could
be exposed to and that the application of other measures is in itself unlikely to
improve the deficiencies sufficiently within an appropriate timeframe.

or

d) the CAA confirms that the insurance or reinsurance undertaking is applying the
matching adjustment, the volatility adjustment or transitional measures while the risk
profile of that undertaking deviates significantly from the assumptions underlying
those adjustments, corrections and transitional measures

47|law of 15 Decembe2019
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(2) In the circumstances set out in points (a) and (b) of paragraph 1 the required capital
add-on shall be calculated in such a way as to ensure that the undertaking complies
with Article 105, paragraph 3.

In the circumstances set out in paragraph 1, point (c) the capital add-on shall be
proportionate to the material risks arising from the deficiencies which gave rise to the
decision of the CAA to set the add-on.

In the circumstances set out in paragraph 1, point (d) the required capital add-on shall
be proportionate to the material risks arising from the deviation referred to therein.

(3) In the cases set out in points (b) and (c) of paragraph 1 the CAA shall ensure that the
insurance or reinsurance undertaking makes every effort to remedy the deficiencies that
led to the imposition of the capital add-on.

(4) The capital add-on referred to in paragraph 1 shall be reviewed at least once a year by
the CAA and be removed when the undertaking has remedied the deficiencies which
led to its imposition.

(5) The Solvency Capital Requirement including the capital add-on imposed shall replace
the Solvency Capital Requirement which was shown to be inadequate.

Notwithstanding the first subparagraph above, the Solvency Capital Requirement shall
not include the capital add-on imposed in accordance with paragraph 1 point (c) for the
purposes of the calculation of the risk margin referred to in Article 101, paragraphs 3, 4
and 5.

Art. 65 - Supervision of outsourced functions and activities

(1) Without prejudice to Article 81, Luxembourg insurance and reinsurance undertakings
which outsource an insurance or reinsurance function or activity shall take the
necessary steps to ensure that the following conditions are satisfied:

a) the service provider must cooperate with the CAA with regard to the outsourced
function or activity;

b) the insurance and reinsurance undertakings, their auditors and the CAA must have
effective access to data related to the outsourced functions or activities;

c) the CAA must have effective access to the business premises of the service provider
and must be able to exercise those rights of access.

(2) The CAA may carry out itself, or through the intermediary of persons it appoints for that
purpose, on-site inspections at the premises of the service provider. For this purpose,
the CAA shall inform the appropriate authority of the Member State of the service
provider prior to conducting the on-site inspection. In the case of a non-supervised entity
the appropriate authority shall be the supervisory authority of that Member State.

It may delegate such on-site inspections to the supervisory authorities of the Member
State where the service provider is located.

(3) Where a service provider is located in the Grand Duchy of Luxembourg, the supervisory
authority of the non-Luxembourg insurance or reinsurance undertaking of the EEA may
carry out itself, or through the intermediary of persons appointed for that purpose, on-
site inspections at the premises of the service provider. The supervisory authority of the
insurance or reinsurance undertaking shall inform the competent authority for the
supervision of the service provider prior to conducting the on-site inspection. In the case
of a non-supervised entity fthe appropriate authority shall be the C A A%

“8law of 27 February 2018

39262



The supervisory authorities of the Member State of the insurance or reinsurance
undertaking may delegate such on-site inspections to the CAA.

(4) Where the CAA has informed the appropriate authority of the Member State of the
service provider that it intends to carry out an on-site inspection in accordance with
paragraph 2 and that it is prevented from exercising its right to carry out such on-site
inspection or where the CAA is unable in practice to exercise its right to carry out such
on-site inspection in accordance with paragraph 3, it may refer the matter to EIOPA.

(5) EIOPA may participate in on-site inspections where they are carried out jointly by two
or more supervisory authorities.

Art. 661 Transfer of portfolio by a Luxembourg insurance or reinsurance undertaking

(1) A Luxembourg insurance and reinsurance undertaking may transfer all or part of its
insurance or reinsurance portfolio of contracts to an accepting insurance or reinsurance
undertaking established within the EEA or to a third country undertaking established in
the Grand Duchy of Luxembourg, provided that the accepting undertaking, after taking
the transfer into account, possesses the necessary eligible own funds to cover the
Solvency Capital Requirement set out in Article 104.

Where the accepting undertaking is established in a Member State other than the Grand
Duchy of Luxembourg, such transfer shall be authorised only after the supervisory
authorities of the home Member State of the accepting undertaking have certified that
the accepting undertaking possesses the Solvency Capital Requirement referred to in
the preceding subparagraph.

(2) Paragraphs 3 to 5 and Articles 68 and 69, paragraphs 1 and 2 shall apply only to
insurance undertakings.

(3) Where a branch proposes to transfer all or part of its portfolio of contracts, the CAA shall
consult the Member State where that branch is situated.

(4) In the circumstances referred to in paragraphs 1 and 3, the CAA shall authorise the
transfer after obtaining the agreement of the authorities of the Member States where
the risks or commitments are situated, that the contracts have been concluded either
under the right of establishment or the freedom to provide services.

(5) The absence of any response within the period of three months from the competent
authorities whose opinion or agreement has been requested by the CAA shall be
considered as a favourable opinion or a tacit consent.

(6) Any total or partial transfer to an accepting undertaking established outside the territory
of the EEA shall be subject to the prior authorisation of the CAA.

The transfer may be authorised only after the supervisory authorities of the home
Member State of the accepting undertaking have certified that after taking the portfolio
transfer into account the accepting undertaking possesses the necessary eligible own
funds to cover the Solvency Capital Requirement.

(7) The provisions of this Article as well as those of Articles 68 and 69 shall apply also to
portfolio transfers resulting from mergers or splitting-up of undertakings.

Art. 67 7 Transfer of the claims fluctuation provision

A transfer of the claims fluctuation provision created on the basis of the risks to be
transferred as referred to in Article 75, paragraph 2, of the Law on annual accounts can be
authorised only if the following two conditions are satisfied:
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a)the |l egislation of the country i nredwfficeish

located requires the compulsory establishment of an equalisation provision for the risk
categories concerned by the transfer in accordance with Article 30 of Directive
91/674/EEC,;

b) the financial resources represented by the said claims fluctuation provision may only be
used by the accepting undertaking to guarantee its contractual commitments arising
from a fluctuation of claims within the transferred portfolio.

A transfer of the claims fluctuation provision may take place only within the limits and up to
the amounts of the equalisation provision authorised for the transferable risk categories in
the accepting undertakingds own country.

Art. 68 T Transfer of portfolio by a non-Luxembourg insurance undertaking of the
EEA

Where the CAA is consulted, it shall provide its opinion and agreement to the authorities of
the home Member State of the ceding insurance undertaking within three months of receipt
of the consultation request. The absence of any response shall be considered as a tacit
consent.

Art. 69 - Publication and enforceability of the transfer

(1) For risks situated and commitments assumed in the Grand Duchy of Luxembourg, any
portfolio transfer authorised pursuant to Luxembourg legislation or that of another
Member State shallbe publis hed i n the AM®mori al 0.

The CAA shall be responsible for publishing transfers authorised pursuant to Article 66.

The CAA may give policyholders the option of cancelling their contracts within three
mont hs of the transferodos publication.

(2) Transfers of insurance portfolios authorised in accordance with Luxembourg legislation
or the legislation of another Member State become automatically binding on
policyholders, insured parties, beneficiaries and other creditors with effect from
publication under paragraph 1.

(3) Authorised portfolio transfers from a Luxembourg insurance or reinsurance undertaking
to another insurance or reinsurance undertaking may become binding on ceding
insurance or reinsurance undertakings, beneficiaries, and other third parties under such
conditions as may be determined by a CAA regulation.

Chapter 4 - Conditions governing business

Section 17 Responsibility of the administrative, management or supervisory body
Art. 7017 Responsibility of the administrative, management or supervisory body

The administrative, management or supervisory body of the insurance or reinsurance
undertaking has the ultimate responsibility for the compliance, by the undertaking
concerned, with the laws, regulations and administrative provisions adopted pursuant to
prudential regulation.
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Section 2 - System of governance
Art. 711 General governance requirements

(1) Luxembourg insurance and reinsurance undertakings shall put in place an effective
system of governance which provides for sound and prudent management of the
business.

That system shall at least include an adequate transparent organisational structure with
a clear allocation and appropriate segregation of responsibilities and an effective system
for ensuring the transmission of information. It shall include compliance with the
requirements laid down in Articles 72 to 81.

The system of governance shall be subject to regular internal review.

(2) The system of governance shall be proportionate to the nature, scale and complexity of
the operations of the insurance or reinsurance undertaking.

(3) Luxembourg insurance and reinsurance undertakings shall have in place written
policies in relation to at least risk management, internal control, internal audit and, where
relevant, outsourcing. They shall ensure that those policies are implemented.

Those written policies shall be reviewed at least annually. They shall be subject to prior
approval by the administrative, management or supervisory body and be adapted in
view of any significant change in the system or area concerned.

(4) Luxembourg insurance and reinsurance undertakings shall take reasonable steps to
ensure continuity and regularity in the performance of their activities, including the
development of contingency plans. To that end, the undertaking shall employ
appropriate and proportionate systems, resources and procedures.

Art. 727 Fit and proper requirements for persons who effectively run the undertaking
or have other key functions

(1) Luxembourg insurance and reinsurance undertakings shall ensure that all persons who
effectively run the undertaking or have other key functions at all times fulfil the following
requirements:

a) their professional qualifications, knowledge and experience are adequate to enable
sound and prudent management; and

b) they shall demonstrate to be of good repute and integrity in accordance with Article
274.

(2) Luxembourg insurance and reinsurance undertakings shall notify the CAA of any
changes to the identity of the persons who effectively run the undertaking or are
responsible for other key functions, along with all information needed to assess whether
any new persons appointed to manage the undertaking are fit and proper.

(3) Insurance and reinsurance undertakings shall notify the CAA if any of the persons
referred to in paragraph 2 have been replaced because they no longer fulfil the
requirements referred to in paragraph 1.

Art. 731 Proof of good repute
Proof of good repute shall be provided in accordance with Article 274.

The CAA shall inform the other Member States and the Commission of the authorities or
bodies which are competent to issue the documents referred to in paragraphs 2 and 3 of
Article 274, where the Grand Duchy of Luxembourg is the home or the origin Member State
of the persons concerned.
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Art. 741 Risk management

(1)

(2)

(3)

(4)

()

Insurance and reinsurance undertakings shall have in place an effective risk-
management system comprising strategies, processes and reporting procedures
necessary to identify, measure, monitor, manage and report, on a continuous basis the
risks, at an individual and at an aggregated level, to which they are or could be exposed,
and their interdependencies.

That risk-management system shall be effective and well-integrated into the
organisational structure and in the decision-making processes of the insurance or
reinsurance undertaking and must be taken into account by the persons who effectively
run the undertaking or have other key functions.

The risk-management system shall cover the risks to be included in the calculation of
the Solvency Capital Requirement as set out in Article 105, paragraph 4 as well as the
risks which are not or not fully included in the calculation thereof.

The risk-management system shall cover at least the following areas:
a) underwriting and reserving;

b) asseti liability management;

c) investment, in particular in derivatives and similar commitments;
d) liquidity and concentration risk management;

e) operational risk management;

f) reinsurance and other risk-mitigation techniques.

The written policy on risk management referred to in Article 71, paragraph 3 shall
comprise policies relating to points (a) to (f) of the second subparagraph of this
paragraph.

As regards investment risk, Luxembourg insurance and reinsurance undertakings must
be able to demonstrate that they comply with Chapter 6, Section 7.

Luxembourg insurance and reinsurance undertakings shall provide for a risk-
management function which shall be structured in such a way as to facilitate the
implementation of the risk-management system.

For Luxembourg insurance and reinsurance undertakings using a partial or full internal
model approved in accordance with Articles 110 and 111 the risk-management function
shall cover the following additional tasks:

a) design and implement the internal model;
b) test and validate the internal model,
¢) document the internal model and any subsequent changes made to it;

d) analyse the performance of the internal model and produce summary reports
thereof;

e) inform its administrative, management or supervisory body about the performance
of the internal model, suggesting areas needing improvement, and up-dating that
body on the status of efforts to improve previously identified weaknesses.

Art. 7517 Own risk and solvency assessment

(1)

As part of its risk-management system every Luxembourg insurance and reinsurance
undertaking shall conduct its own risk and solvency assessment.
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That assessment shall include at least the following:

a) the overall solvency needs taking into account the specific risk profile, approved
risk tolerance limits and the business strategy of the undertaking;

b) the compliance, on a continuous basis, with the capital requirements, as laid down
in Chapter 6, Sections 5 and 6 and with the requirements regarding technical
provisions, as laid down in Chapter 6, Section 3;

c) the significance with which the risk profile of the undertaking concerned deviates
from the assumptions underlying the Solvency Capital Requirement as laid down
in Article 105, paragraph 3, calculated with the standard formula in accordance with
Chapter 6, Section 5, Subsection 2 or with its partial or full internal model in
accordance with Chapter 6, Section 5, Subsection 3.

(2) Forthe purposes of paragraph 1, point a), the undertaking concerned shall have in place
processes which are proportionate to the nature, scale and complexity of the risks
inherent in its business and which enable it to properly identify and assess the risks it
faces in the short and long term or to which it is or could be exposed. The undertaking
shall demonstrate the methods used in that assessment.

(3) In the case referred to in paragraph 1, point c), when an internal model is used, the
assessment shall be performed together with the recalibration that transforms the
internal risk numbers into the Solvency Capital Requirement risk measure and
calibration.

(4) The own-risk and solvency assessment shall be an integral part of the business strategy
and shall be taken into account on an on-going basis in the strategic decisions of the
undertaking.

(5) Luxembourg insurance and reinsurance undertakings shall perform the assessment
referred to in paragraph 1 regularly, and without any delay following any significant
change in their risk profile.

(6) Luxembourg insurance and reinsurance undertakings shall inform the CAA of the results
of each own-risk and solvency assessment as part of the information reported under
Article 62.

(7) The own-risk and solvency assessment shall not serve to calculate a capital
requirement. The Solvency Capital Requirement shall be adjusted only in accordance
with Article 64.

Art. 76 T Premiums for new business

Premiums for new business shall be sufficient, on reasonable actuarial assumptions, to
enable insurance undertakings to meet all their commitments and, in particular, to establish
adequate technical provisions in accordance with the provisions of Chapter 6, Section 3.

For that purpose, all aspects of the financial situation of an insurance undertaking may be
taken into account, without the input from resources other than premiums and income
earned thereon being systematic and permanent in a way that it may jeopardise the
solvency of the undertaking concerned in the long term.

A CAA regulation may establish the implementing provisions for this Article and set out in
particular the minimum prudential criteria that should govern the fixing of tariffs.

Art. 77 1 Internal control and compliance function

(1) Luxembourg insurance and reinsurance undertakings shall have in place an effective
internal control system.
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That system shall at least include administrative and accounting procedures, an internal
control framework, appropriate reporting arrangements at all levels of the undertaking
and a compliance function.

(2) The compliance function shall include:

a) advising the administrative, management or supervisory body on compliance with
prudential regulation;

b) an assessment of the possible impact of any changes in the legal environment on
the operations of the undertaking concerned,

¢) the identification and assessment of compliance risk.

Art. 78 17 Internal audit function

(1) Luxembourg insurance and reinsurance undertakings shall provide for an effective
internal audit function.

The internal audit function shall include an evaluation of the adequacy and effectiveness
of the internal control system and other elements of the system of governance.

(2) The internal audit function shall be objective and independent from the operational
functions.

(3) Any findings and recommendations of the internal audit shall be reported to the
administrative, management or supervisory body which shall determine what actions
are to be taken with respect to each of the internal audit findings and recommendations
and shall ensure that those actions are carried out.

Art. 797 Actuarial function

(1) Luxembourg insurance and reinsurance undertakings shall provide for an effective
actuarial function to:

a) coordinate the calculation of technical provisions;

b) ensure the appropriateness of the methodologies and underlying models used as
well as the assumptions made in the calculation of technical provisions;

c) assess the sufficiency and quality of the data used in the calculation of technical
provisions;

d) compare best estimates against experience;

e) inform the administrative, management or supervisory body of the reliability and
adequacy of the calculation of technical provisions;

f) oversee the calculation of technical provisions;
g) express an opinion on the overall underwriting policy;
h) express an opinion on the adequacy of reinsurance arrangements; and

i) contribute to the effective implementation of the risk-management system referred
to in Article 74, in particular with respect to the risk modelling underlying the
calculation of the capital requirements set out in Chapter 6, Sections 5 and 6, and
to the assessment referred to in Article 75.

(2) The actuarial function shall be carried out by persons who have knowledge of actuarial
and financial mathematics, commensurate with the nature, scale and complexity of the
risks inherent in the business of the insurance or reinsurance undertaking, and who are
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able to demonstrate their relevant experience with applicable professional and other
standards.

Art. 807 Keeping of documents

Luxembourg insurance and reinsurance undertakings are required to ensure that their
accounts ledgers and other documents relating to their business activities are held in the
Grand Duchy of Luxembourg at all times, either at their registered office in Luxembourg or
in any other place duly notified to the CAA.

A CAA regulation shall determine those records and other documentation that must be
continually held in the Grand Duchy of Luxembourg and how they are to be kept.

Art. 811 Outsourcing

(1) Luxembourg insurance and reinsurance undertakings remain fully responsible for
discharging all of their obligations under prudential regulation when they outsource
functions or any insurance or reinsurance activities.

(2) Outsourcing of activities or important operational functions or the compliance, internal
audit or actuarial functions shall not be undertaken in such a way as to lead to any of
the following:

a) materially impairing the quality of the system of governance of the undertaking
concerned;

b) unduly increasing the operational risk;

c) impairing the ability of the CAA to monitor the compliance of the undertaking with its
obligations;

d) undermining the level of service to policy holders.

(3) Luxembourg insurance and reinsurance undertakings shall, in advance and in a timely
manner, notify the CAA of their intention to outsource any of the functions or activities
referred to in paragraph 2 as well as of any subsequent material developments with
respect to those functions or activities.

Section 3 - Public disclosure
Art. 827 Report on solvency and financial condition: contents

(1) Luxembourg insurance and reinsurance undertakings shall disclose publicly, on an
annual basis, a report on their solvency and financial condition, taking into account the
information required in Article 62, paragraph 3, and the principles set out in Article 62,
paragraph 4.

That report shall contain the following information, either in full or by way of references
to equivalent information, both in nature and scope, disclosed publicly under other legal
or regulatory requirements:

a) a description of the business and the performance of the undertaking;

b) a description of the system of governance and an assessment of its adequacy for
the risk profile of the undertaking;

c) a description, separately for each category of risk, of the risk exposure,
concentration, mitigation and sensitivity;
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d) a description, separately for assets, technical provisions, and other liabilities, of the
bases and methods used for their valuation, together with an explanation of any
major differences in the bases and methods used for their valuation in financial
statements;

e) a description of the capital management, including at least the following:
- the structure and amount of own funds, and their quality;

- the amounts of the Solvency Capital Requirement and of the Minimum Capital
Requirement;

- information allowing a proper understanding of the main differences between the
underlying assumptions of the standard formula and those of any internal model
used by the undertaking for the calculation of its Solvency Capital Requirement;

- the amount of any non-compliance with the Minimum Capital Requirement or
any significant non-compliance with the Solvency Capital Requirement during
the reporting period, even if subsequently resolved, with an explanation of its
origin and consequences as well as any remedial measures taken.

(2) Where the matching adjustment is applied, the description referred to in paragraph 1,
point d) shall include a description of the matching adjustment and of the portfolio of
obligations and assigned assets to which the matching adjustment is applied, as well
as a quantification of the impact of a change to zero of the matching adjustment on the
undertaking's financial position.

The description referred to in paragraph 1, point d) shall also include a statement on
whether the volatility adjustment is used by the undertaking and a quantification of the
impact of a change to zero of the volatility adjustment on the undertaking's financial
position.

(3) The description referred to in paragraph 1, point e), indent 1 shall include an analysis of
any significant changes as compared to the previous reporting period and an
explanation of any major differences in relation to the value of such elements in the
financial statements, and a brief description of the capital transferability.

The disclosure of the Solvency Capital Requirement referred to in paragraph 1, point
e), indent 2 shall show separately:

a) the amount calculated in accordance with Chapter 6, Section 5, Subsections 2 and
3; and

b) any capital add-on imposed in accordance with Article 64; or

the impact of the specific parameters the insurance or reinsurance undertaking is
required to use in accordance with Article 111,

together, in the event that Articles 64 and 111 apply, with a concise reference to the
reasoning behind the CAAb6s deci sion.

However, and without prejudice to any disclosure that is mandatory under any other legal
or regulatory requirements, insurance and reinsurance undertakings are not obliged, during
a transitional period ending no later than 31 December 2020, to disclose separately any
requirement for a capital add-on, nor the impact of any specific parameters that the
insurance or reinsurance undertaking is required to use in accordance with Article 111, even
though the total Solvency Capital Requirement referred to in paragraph 1, point €), indent
2 is disclosed.

The disclosure of the Solvency Capital Requirement shall be accompanied, where
applicable, by an indication that its final amount is still subject to supervisory assessment.
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Art. 837 Information reported to EIOPA

(1) The CAA shall provide the following information to EIOPA on an annual basis:

a)

b)

d)

the average capital add-on per undertaking and the distribution of capital add-ons
imposed by the CAA during the previous year, measured as a percentage of the
Solvency Capital Requirement, shown separately as follows:

- for all insurance and reinsurance undertakings;

- for life insurance undertakings;

- for non-life insurance undertakings,

- for insurance undertakings pursuing both life and non-life activities;
- for reinsurance undertakings;

for each of the disclosures set out in point (a), the proportion of capital add-ons
imposed under Article 64, paragraph 1, points a), b) and c), respectively.

the number of insurance and reinsurance undertakings benefiting from the limitation
from regular supervisory reporting and the number of insurance and reinsurance
undertakings benefiting from the exemption from reporting on an item-by-item basis,
together with their volume of capital requirements, premiums, technical provisions
and assets, respectively measured as percentages of the total volume of capital
requirements, premiums, technical provisions and assets of Luxembourg insurance
and reinsurance undertakings;

the number of groups benefiting from the limitation from regular supervisory
reporting and the number of groups benefiting from the exemption from reporting on
an item-by-item basis, together with their volume of capital requirements, premiums,
technical provisions and assets, respectively measured as percentages of the total
volume of capital requirements, premiums, technical provisions and assets of all the
groups.

(2) The CAA shall, on an annual basis and until 1 January 2021, provide EIOPA with the
following information:

a)

b)

d)

the availability of long-term guarantees in insurance products in the Luxembourg
market and the business practices of insurance and reinsurance undertakings as
long-term investors;

the number of insurance and reinsurance undertakings applying the matching
adjustment, the volatility adjustment, the extension of the recovery period, the
duration-based equity risk sub-module and the transitional measures;

the impact on the insurance and reinsurance undertakings' financial position of the
matching adjustment, the volatility adjustment, the symmetric adjustment
mechanism to the own funds charge, the duration-based equity risk sub-module and
the transitional measures at national level and anonymously for each undertaking;

the effect of the matching adjustment, the volatility adjustment, the symmetric
adjustment mechanism to the own funds charge and the duration-based equity risk
sub-module on the investment practices of insurance and reinsurance undertakings
and whether or not the use of these provides undue relief from holding own funds;

the effect of any extension of the recovery period on the efforts of insurance and
reinsurance undertakings to re-establish the level of eligible own funds covering the
Solvency Capital Requirement or to reduce the risk profile in order to ensure
compliance with the Solvency Capital Requirement;
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f) where insurance and reinsurance undertakings apply the transitional measures,
whether they comply with the phasing-in plans and the prospects for reducing
dependency on these transitional measures, including any measures that have been
taken or are expected to be taken by Luxembourg undertakings and the CAA, taking
into account the Luxembourg regulatory environment.

Art. 847 Report on solvency and financial condition: applicable principles

(1) Subject to prior authorisation of the CAA, Luxembourg insurance and reinsurance
undertakings need not disclose information where:

a) by disclosing such information, the competitors of the undertaking would gain
significant undue advantage;

b) there are obligations to policy holders or other counterparty relationships binding an
undertaking to secrecy or confidentiality.

(2) Where non-disclosure of information is authorised, undertakings shall make a statement
to this effect in their report on solvency and financial condition and shall state the
reasons.

(3) Paragraphs 1 and 2 shall not apply to the information referred to in Article 82, paragraph
1, point e)

Art. 85 7 Report on solvency and financial condition: updates and additional
voluntary information

(1) In the event of any major development affecting significantly the relevance of the
information disclosed in accordance with Articles 82 and 84, Luxembourg insurance and
reinsurance undertakings shall disclose appropriate information on the nature and
effects of that major development.

For the purposes of the first subparagraph, at least the following circumstances shall be
regarded as major developments:

a) where non-compliance with the Minimum Capital Requirement is observed, and the
CAA either considers that the undertaking will not be able to submit a realistic short-
term finance scheme, or do not receive such a scheme within one month of the date
when non-compliance was observed, or the CAA considers that the submitted
scheme is not realistic;

b) where significant non-compliance with the Solvency Capital Requirement is
observed, and the CAA does not receive a realistic recovery plan within two months
of the date when non-compliance was observed.

In regard to point a) of the second subparagraph, the undertaking concerned shall
disclose immediately the amount of non-compliance, together with an explanation of its
origin and consequences, including any remedial measure taken. Where, in spite of a
short-term finance scheme initially considered to be realistic, non-compliance with the
Minimum Capital Requirement has not been resolved three months after its observation,
it shall be disclosed at the end of that period, together with an explanation of its origin
and consequences, including any remedial measures taken as well as any further
remedial measures planned.

In regard to point b) of the second subparagraph, the undertaking concerned shall
disclose immediately the amount of non-compliance, together with an explanation of its
origin and consequences, including any remedial measure taken. Where, in spite of the
recovery plan initially considered to be realistic, a significant nhon-compliance with the
Solvency Capital Requirement has not been resolved six months after its observation,
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it shall be disclosed at the end of that period, together with an explanation of its origin
and consequences, including any remedial measures taken as well as any further
remedial measures planned.

(2) Luxembourg insurance and reinsurance undertakings may disclose, on a voluntary
basis, any information or explanation related to their solvency and financial condition
which is not already required to be disclosed in accordance with Articles 82 and 84 and
paragraph 1 of this Article.

Art. 86 1 Report on solvency and financial condition: policy and approval

Insurance and reinsurance undertakings shall have appropriate systems and structures in
place to fulfil the requirements laid down in Articles 82 and 84 and Article 85(1), as well as
have a written policy ensuring the on-going appropriateness of any information disclosed in
accordance with Articles 82, 84 and 85, paragraph 1.

The solvency and financial condition report shall be subject to approval by the
administrative, management or supervisory body of the insurance or reinsurance
undertaking and be published only after that approval.

Section 4 7 Qualifying holdings
Art. 87 7 Acquisitions

Any natur al or |l egal person, whet her acting

proposed acquirero) who h aacquiretdimektly ar indirectlyeac i si on

qualifying holding in a Luxembourg insurance or reinsurance undertaking or to further
increase, directly or indirectly, such a qualifying holding in a Luxembourg insurance or
reinsurance undertaking as a result of which the proportion of the voting rights or of the
capital held would reach or exceed 20 %, 30 % or 50 % or so that the insurance or
reinsurance undertaking would become its
notify in writing the CAA of their intention to acquire or increase a qualifying holding,
indicating the size of the intended holding and relevant information, as referred to in Article
89, paragraph 3.

Any natural or legal person who has taken a decision to dispose, directly or indirectly, of a
qualifying holding in a Luxembourg insurance or reinsurance undertaking shall first notify in

a l

subsi

writing the CAA of its intenti on, terthedniecdadt i ng

disposal. Such natural or legal person shall likewise notify the CAA in advance of a decision
to reduce that personds qualifying holdi
capital held would fall below 20 %, 30 % or 50 % or so that the insurance or reinsurance
undertaking would cease to be a subsidiary of that person.

Art. 887 Assessment period

(1) The CAA shall, promptly and in any event within two working days following receipt of
the notification, as well as following the possible subsequent receipt of the information
referred to in subparagraph 1 of Article 87, acknowledge receipt thereof in writing to the
proposed acquirer.

The CAA shall have a maximum of 60 working days as from the date of the written
acknowledgement of receipt of the notification and all documents to be attached to the

notifi cati on on the basis of the | i stassesenfedr r ed

ng

S

t

d

h

t

T

periodo), to carry out the assessment provided

The CAA shall inform the proposed acquirer of the date of the expiry of the assessment
period at the time of acknowledging receipt.
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(2) The CAA may, during the assessment period, if necessary, and no later than on the
fiftieth working day of the assessment period, request any further information that is
necessary to complete the assessment. Such request shall be made in writing and shall
specify the additional information needed.

For the period between the date of request for information by the CAA and the receipt
of a response thereto by the proposed acquirer, the assessment period shall be
interrupted. That interruption shall not exceed 20 working days. Any further requests by
the CAA for completion or clarification of the information shall be at their discretion but
shall not result in an interruption of the assessment period.

(3) The CAA may extend the interruption referred to in the second subparagraph of
paragraph 2 for up to thirty working days if the proposed acquirer is:

a) situated or regulated outside the European Union; or

b) a natural or legal person not subject to supervision pursuant to the legislation of a
Member State implementing Directive 2009/138/EC, Directive 85/611/EEC,
Directive 2004/39/EC or Directive 2013/36/EU.

(4) If the CAA, upon completion of the assessment, decides to oppose the proposed
acquisition, it shall, within two working days, and not exceeding the assessment period,
inform the proposed acquirer in writing stating the reasons.

An appropriate statement of the reasons for the decision may be made accessible to
the public by the CAA on its own initiative or at the request of the proposed acquirer.

(5) If the CAA does not oppose the proposed acquisition within the assessment period in
writing, it shall be deemed to be approved.

(6) The CAA may fix a maximum period for concluding the proposed acquisition and extend
it where appropriate.

Art. 8917 Assessment

(1) In assessing the notification provided for in Article 87, point 1 and the information
referred to in Article 88, paragraph 2, the CAA shall, in order to ensure the sound and
prudent management of the insurance or reinsurance undertaking in which an
acquisition is proposed, having regard to the transparent structure of the proposed
acquirerobés direct and indirect sharehol der s,
the proposed acquirer on the insurance or reinsurance undertaking, appraise the
suitability of the proposed acquirer and the financial soundness of the proposed
acquisition against all of the following criteria:

a) the reputation of the proposed acquirer;

b) the reputation and experience of any person who will direct the business of the
insurance or reinsurance undertaking as a result of the proposed acquisition;

¢) the financial soundness of the proposed acquirer, in particular in relation to the type
of business pursued and envisaged in the insurance or reinsurance undertaking in
which the acquisition is proposed;

d) whether the insurance or reinsurance undertaking envisaged by the acquisition will
be able to comply and continue to comply with the prudential requirements under
this law, in particular, whether the group of which the insurance or reinsurance
undertaking will become part following the acquisition has a structure that makes it
possible to exercise effective supervision, to effectively exchange information
among the supervisory authorities and to determine the allocation of responsibilities
among the supervisory authorities;
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e) whether there are reasonable grounds to suspect that, in connection with the
proposed acquisition, money laundering or terrorist financing is being or has been
committed or attempted, or that the proposed acquisition could increase the risk
thereof.

"In assessing the notification provided for in Article 87, subparagraph 1, and the
information referred to in Article 88, paragraph 2, the CAA shall not examine the
proposed acquisition in the light of the economic needs of the market.04°

(2) The CAA may oppose the proposed acquisition only if there are reasonable grounds for
doing so on the basis of the criteria set out in paragraph 1 or if the information provided
by the proposed acquirer is incomplete.

(3) The CAA shall make publicly available a list specifying the information that is necessary
to carry out the assessment and that must be provided to it at the time of notification
referred to in Article 89, paragraph 1. The information required shall be proportionate
and adapted to the nature of the proposed acquirer and the proposed acquisition.

(4) Notwithstanding Article 88, paragraphs 1, 2 and 3, where two or more proposals to
acquire or increase qualifying holdings in the same insurance or reinsurance
undertaking have been notified to the CAA, the latter shall treat the proposed acquirers
in a non-discriminatory manner.

Art. 907 Acquisitions by regulated financial undertakings

(1) The CAA shall work in full consultation with the other competent authorities when
carrying out the assessment if the proposed acquirer is one of the following:

a) an insurance or reinsurance undertaking, a credit institution, an investment firm or
management company within the meaning of point 2 of Article 1bis of Directive
85/611/EEC (the UCITS management company) authorised in another Member
State or in a sector other than that in which the acquisition is proposed;

b) the parent undertaking of an insurance or reinsurance undertaking, a credit
institution, an investment firm or a UCITS management company authorised in
another Member State or in a sector other than that in which the acquisition is
proposed; or

c) a natural or legal person controlling an insurance or reinsurance undertaking, a
credit institution, an investment firm or a UCITS management company authorised
in another Member State or in a sector other than that in which the acquisition is
proposed.

(2) The CAA shall, without undue delay, provide the other competent authorities with any
information which is essential or relevant for the assessment. In this regard, the CAA
shall communicate to the others upon request all relevant information and shall
communicate on its own initiative all essential information.

(3) Any decision taken by the CAA under Article 89 shall indicate any views or reservations
expressed by the supervisory authority responsible for the proposed acquirer.

“law of 30 May 2018
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Art. 91 7 Information to be provided to the CAA by the insurance or reinsurance
undertaking

On becoming aware of them, Luxembourg insurance or reinsurance undertakings shall
inform the CAA of any acquisitions or disposals of holdings in their capital that cause those
holdings to exceed or fall below any of the thresholds referred to in Article 87.

They shall also, at least once a year, inform the CAA of the names of shareholders and
members possessing qualifying holdings and the sizes of such holdings as shown, for
example, by information received at annual general meetings of shareholders or members
or as a result of compliance with the regulations relating to companies listed on stock
exchanges.

Art. 921 Qualifying holding and powers of the CAA

(1) Where the influence exercised by the persons referred to in Article 87 is likely to operate
against the sound and prudent management of a Luxembourg insurance or reinsurance
undertaking, the CAA shall take appropriate measures to put an end to that situation.
Such measures may consist, for example, of injunctions, sanctions foreseen under this
law, or suspension of the exercise of the voting rights attaching to the shares held by
the shareholders or members in question.

Similar measures shall apply to natural or legal persons failing to comply with the
notification obligation established in Article 87.

(2) Where a holding is acquired despite the opposition of the CAA, the latter shall,
regardless of any other sanctions to be adopted, provide for:

a) the suspension of the exercise of the corresponding voting rights; or
b) the nullity of any votes cast or the possibility of their annulment.

Art. 931 Voting rights

For the purposes of the application of Article 87, the voting rights referred to in Articles 9
and 10 of Directive 2004/109/EC, as well as the conditions regarding aggregation thereof
laid down in Article 12, paragraphs 4 and 5 of that Directive, shall be taken into account.

The CAA shall not take into account voting rights or shares which investment firms or credit
institutions may hold as a result of providing the underwriting of financial instruments and/or
placing of financial instruments on a firm commitment basis included under point 6 of
Section A of Annex | to Directive 2004/39/EC, provided that those rights are, on the one
hand, not exercised or otherwise used to intervene in the management of the issuer and,
on the other, disposed of within one year of acquisition.

Section 5 - Persons responsible for carrying out statutory audits of the accounts
Art. 947 Designation of persons responsible for statutory audits of the accounts

Luxembourg insurance and reinsurance undertakings and branches of third country
insurance and reinsurance undertakings are required to submit to an external audit of their
accounts on an annual basis at the wundertakin
companies (AR®viseur dbéentreprises ithgstr ®®0) . The

a) an experience of at least 5 years in the audit of insurance and reinsurance
undertakings; and
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b) high level professional knowledge in actuarial techniques, either on his own account,
or through his staff, or through his membership of an international audit network
meeting this criterion and on structures on which it can rely.

Art. 9571 Duties of persons responsible for statutory audits of the accounts

(1) The approved auditor shall have a duty to report promptly to the CAA any fact or
decision concerning an undertaking funder Article 94 ¥ of which they have become
aware while carrying out that task and which could be liable to bring about any of the
following:

a) a material breach of the laws, regulations or administrative provisions which lay
down the conditions governing authorisation or which specifically govern pursuit of
the activities of insurance and reinsurance undertakings;

b) the impairment of the continuous functioning of the insurance or reinsurance
undertaking;

c) arefusal to certify the accounts or to the expression of reservations;
d) non-compliance with the Solvency Capital Requirement;
e) non-compliance with the Minimum Capital Requirement.

The approved auditor shall also report any facts or decisions of which it has become
aware in the course of carrying out a task as described in the first subparagraph in an
undertaking which has close links resulting from a control relationship with the insurance
or reinsurance undertaking within which they are carrying out that task.

(2) The audit report and the annual accounts are to be addressed to the CAA. For these
purposes, the approved auditor is released from professional secrecy towards CAA
representatives.

Likewise, the disclosure in good faith to the CAA, by the approved auditor, of any fact
or decision referred to in paragraph 1 shall not constitute a breach of any restriction on
disclosure of information imposed by contract or by any legislative, regulatory or
administrative provision and shall not involve such persons in liability of any kind.

Chapter 51 Pursuit of both life and non-life insurance activity

Art. 96 7 Pursuit of both life and non-life insurance activity

(1) No insurance undertaking approved in the Grand Duchy of Luxembourg may conduct
any of the classes of direct non-life insurance business indicated in part A of Annex | of
this law concurrently with the direct insurance business of life classes enumerated in
Annex Il of this law.

(2) By way of derogation from paragraph 1, the following provisions apply:

a) undertakings authorised to pursue life insurance activity may obtain authorisation
for non-life insurance activities for the risks listed in classes 1 and 2 in Part A of
Annex [;

b) undertakings authorised solely for the risks listed in classes 1 and 2 in Part A of
Annex | may obtain authorisation to pursue life insurance activity.

However, each activity shall be separately managed in accordance with Article 97.

50law of 27 February 2018
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(3) Where an insurance undertaking approved in the Grand Duchy of Luxembourg to
conduct one of the groups of activities under paragraph 1 has financial, commercial or
administrative links with an undertaking conducting the other group of activities under
paragraph 1, the CAA shall ensure that the accounts of the undertaking approved in
the Grand Duchy of Luxembourg are not distorted by agreements between those
undertakings or by any arrangement which could affect the apportionment of expenses
and income.

Art. 97 1 Separation of life and non-life insurance management

The separate management referred to in Article 96 shall be organised in such a way that
the life insurance activity is distinct from non-life insurance activity.

The respective interests of life and non-life policy holders shall not be prejudiced and, in
particular, profits from life insurance shall benefit life policy holders as if the life insurance
undertaking only pursued the activity of life insurance.

A CAA regulation shall determine the conditions applicable to this Article.

Chapter 6 7 Prudential supervisory rules relating to the valuation of assets and
liabilities, technical provisions, own funds, Solvency Capital Requirement,
Minimum Capital Requirement and investment rules

Section 17 General provision
Art. 98 7 General provision

The rules relating to valuation referred to in this chapter shall not prejudice the application
of the Law on annual accounts.

Section 2 7 Valuation of assets and liabilities
Art. 9971 Valuation of assets and liabilities

(1) Without prejudice to the provisions of this Chapter, Luxembourg insurance and
reinsurance undertakings shall value assets and liabilities as follows:

a) assets shall be valued at the amount for which they could be exchanged between

knowl edgeable willing parties in an ar moés |

b) liabilities shall be valued at the amount for which they could be transferred, or
settl ed, bet ween knowledgeable willin

(2) When valuing liabilities under paragraph 1, point (b), no adjustment to take account of
the own credit standing of the insurance or reinsurance undertaking shall be made.

Section 37 Rules relating to technical provisions
Art. 1007 General provisions

(1) Luxembourg insurance and reinsurance undertakings must establish technical
provisions with respect to all of their obligations resulting from direct insurance contracts
under Annexes | and Il of this law and to all obligations resulting from reinsurance
contracts.
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(2) The value of technical provisions shall correspond to the current amount insurance and
reinsurance undertakings would have to pay if they were to transfer their insurance and
reinsurance obligations immediately to another insurance or reinsurance undertaking.

(3) The calculation of technical provisions shall in a coherent manner make use of and be
consistent with information provided by the financial markets and generally available
data on underwriting risks.

(4) Technical provisions shall be calculated in a prudent, reliable and objective manner.

(5) Following the principles set out in paragraphs 2, 3 and 4 and taking into account the
principles set out in Article 99, the calculation of technical provisions shall be carried out
in accordance with Article 101.

Art. 1017 Calculation of technical provisions

(1) The value of technical provisions shall be equal to the sum of a best estimate and a risk
margin as set out in paragraphs 2 and 3.

(2) The best estimate shall correspond to the probability-weighted average of future cash-
flows, taking account of the time value of money (expected present value of future cash-
flows), using the relevant risk-free interest rate term structure.

(3) The risk margin is to be calculated such as to ensure that the value of the technical
provisions is equivalent to the amount that insurance and reinsurance undertakings
would require to settle the insurance and reinsurance obligations over the lifetime
thereof

(4) Insurance and reinsurance undertakings shall value the best estimate and the risk
margin separately.

However, where future cash flows associated with insurance or reinsurance obligations
can be replicated reliably using financial instruments for which a reliable market value
is observable, the value of technical provisions associated with those future cash flows
shall be determined on the basis of the market value of those financial instruments. In
this case, separate calculations of the best estimate and the risk margin shall not be
required.

(5) A CAA regulation shall determine the applicable conditions to this Article.

Section 47 Own funds
Art. 1027 Own funds

(1) Own funds shall comprise the sum of basic own funds, as shown in the balance sheet
and ancillary own funds not shown in the balance sheet.

(2) Basic own funds shall consist of the following items:
a) the excess of assets over liabilities, valued in accordance with Article 99;
b) subordinated liabilities.

The excess amount referred to in fi p o i A shallabg educed by the amount of own
shares held by the insurance or reinsurance undertaking.

(3) Ancillary own funds shall consist of items other than basic own funds which can be
called up to absorb losses.

5llaw of 27 February 2018
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A CAA regulation shall specify the eligible ancillary own funds and how they are
determined.

(4) Furthermore, these own funds shall be classified in accordance with quality criteria into
three tiers.

A CAA regulation shall lay down the implementing rules of this Section and in particular
the quality criteria for classification by tier.

Art. 1037 Surplus funds

Surplus funds shall be deemed to be accumulated profits which have not been made available
for distribution to policy holders and beneficiaries.

Surplus funds shall not be considered as insurance and reinsurance liabilities to the extent
that they fulfil the criteria set out by a CAA regulation.

Section 51 Solvency Capital Requirement

Subsection 1 -General provisions for the solvency capital requirement using the standard
formula or an internal model

Art. 1047 General provisions

Insurance and reinsurance undertakings must hold eligible own funds covering the Solvency
Capital Requirement.

The Solvency Capital Requirement shall be calculated, either in accordance with the standard
formula conforming to Subsection 2 or by using an internal model, conforming to Subsection
3.

Art.1057 Calculation of the Solvency Capital Requirement

(1) The Solvency Capital Requirement shall be calculated in accordance with paragraphs 2 to
4.

(2) The Solvency Capital Requirement shall be calculated on the presumption that the
undertaking will pursue its business as a going concern.

(3) The Solvency Capital Requirement shall be determined and calibrated so as to ensure
that all quantifiable risks to which the insurance or reinsurance undertaking is exposed are
taken into account. It shall cover existing business, as well as the new business
expected to be written over the following twelve months. With respect to existing business,
it shall cover only unexpected losses.

The Solvency Capital Requirement shall correspond to the Value-at-Risk of the basic own
funds of the insurance or reinsurance undertaking subject to a confidence level of 99,5 %
over a one-year period.

(4) A CAA regulation shall specify the risks to be covered by the Solvency Capital
Requirement.

Art. 106 i Frequency of calculation

(1) Insurance and reinsurance undertakings shall calculate the Solvency Capital Requirement
at least once a year and report the result of that calculation to the CAA.

Insurance and reinsurance undertakings shall hold eligible own funds which cover the last
reported Solvency Capital Requirement.
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Insurance and reinsurance undertakings shall monitor the amount of their eligible own
funds and their Solvency Capital Requirement on an on-going basis.

If the risk profile of an insurance or reinsurance undertaking deviates significantly from the
assumptions underlying the last reported Solvency Capital Requirement, the undertaking
concerned shall recalculate the Solvency Capital Requirement without delay and report it
to the CAA.

(2) Where there is evidence to suggest that the risk profile of an insurance or reinsurance
undertaking has altered significantly since the date on which the Solvency Capital
Requirement was last reported, the CAA may require the undertaking concerned to
recalculate the Solvency Capital Requirement.

Subsection 2 - Solvency Capital Requirement i standard formula
Art. 107 - Standard formula

A CAA regulation shall determine the structure of the standard formula and its methods of
calculation.

Art. 108 1 Authorised simplifications in the standard formula

Insurance and reinsurance undertakings may use a simplified calculation for a specific sub-
module or risk module where the nature, scale and complexity of the risks they face justify
it and where it would be disproportionate to require all insurance and reinsurance
undertakings to apply the standardised calculation.

Simplified calculations shall be calibrated in accordance with Article 105, paragraph 3).

Upon reasoned request by undertakings, the CAA may grant simplifications not necessarily
foreseen in the EU regulation.

Art. 109 1 Significant deviations from the assumptions underlying the standard
formula calculation

Where it is inappropriate to calculate the Solvency Capital Requirement in accordance with
the standard formula, as set out in Subsection 2, because the risk profile of the insurance
or reinsurance undertaking concerned deviates significantly from the assumptions
underlying the standard formula calculation, the CAA may, by means of a decision stating
the reasons, require the undertaking concerned to replace a subset of the parameters used
in the standard formula calculation by parameters specific to that undertaking. A CAA
regulation shall specify the modules for the risks concerned.

Subsection 37 Solvency Capital Requirement - full and partial internal models
Art. 1107 General provisions for the approval of full and partial internal models

(1) Insurance and reinsurance undertakings may calculate the Solvency Capital
Requirement using a full or partial internal model as approved by the CAA.

The elements to be taken into consideration for the calculation of full and partial internal
models, and how a request for approval is to be made, shall be determined by a CAA
regulation.

(2) The CAA shall decide on any application within six months from the receipt of the
complete application.
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Art. 111 - Significant deviations from the assumptions underlying the standard
formula calculation

Where it is inappropriate to calculate the Solvency Capital Requirement in accordance with
the standard formula, as set out in Subsection 2, because the risk profile of the insurance
or reinsurance undertaking concerned deviates significantly from the assumptions
underlying the standard formula calculation, the CAA may, by means of a decision stating
the reasons, require the undertaking concerned to use an internal model to calculate its
Solvency Capital Requirement, or the relevant risk modules thereof.

Section 6 I Minimum Capital Requirement
Art. 1127 General provisions

Insurance and reinsurance undertakings must hold eligible basic own funds, to cover the
Minimum CapitalRequi r ement (AMCRO), for which the thre
shall be determined by a CAA regulation

Art. 113 - Transitional arrangements regarding compliance with the Minimum Capital
Requirement

By way of derogation from Articles 125 and 130, where insurance and reinsurance
undertakings comply with the Required Solvency Margin as defined in the law of 6
December 1991 on the insurance sector, as modified, up to 31 December 2015, but do not
hold sufficient eligible basic own funds to cover the Minimum Capital Requirement, the
undertakings concerned shall comply with Article 112 by 31 December 2016 at the latest.

Where the undertakings concerned fail to comply with Article 112 within the period set out
in the first subparagraph, their authorisation shall be withdrawn, subject to the applicable
processes provided for in this law.

Section 7 - Investments
Art. 1147 Prudent person principle

Insurance and reinsurance undertakings must invest all their assets in accordance with the
prudent person principle, according to the requirements to be determined by a CAA
regulation.

Art. 115 - Localisation of assets and prohibition of pledging of assets

(1) A CAA regulation may determine the conditions for localisation of assets held to cover
the technical provisions related to risks situated in the EEA, provided that it may not be
a requirement that they be localised within the EEA or in any particular Member State.
This regulation may also include provisions in respect of risks situated outside the EEA.

In addition, with respect to recoverable from reinsurance contracts against undertakings
authorised in accordance with Directive 2009/138/EC or which have their head office in
a third country whose solvency regime is deemed to be equivalent in accordance with
this Directive, it may not be a requirement that the assets matching those recoverable
be localised within the EEA.

(2) The CAA shall not retain or introduce for the establishment of technical provisions a
system with gross reserving which requires pledging of assets to cover unearned
premiums and outstanding claims provisions where the reinsurer is an insurance or
reinsurance undertaking authorised in accordance with the above Directive.
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Art. 1161 Deposit and freezing of movable matching assets

In situations falling under Articles 123 to 125 the CAA may require the deposit and freezing
of movable matching assets with a deposit institution of its choice, and make withdrawals
or reductions of such assets subject to its prior approval. The CAA shall inform the
insurance and reinsurance undertakings as well as the depositary institutions of its decision
to freeze the assets by any appropriate means to be confirmed by registered letter or via
bailiff procedure.

Section 8 1 Special provisions applicable to segregated assets of insurance undertakings
Art. 117 7 Movable matching assets

(1) Insurance undertakings must segregate by way of guarantee of their insurance
obligations, assets, hereafter called assets matching technical provisions, to a value at
least equivalent of the higher of the following two amounts:

a) The technical provisions, including any equalisation provision, calculated in
accordance with the valuation rules in Chapter 7 of the Law on annual accounts;

b) The technical provisions calculated in accordance with the rules set out in Title II,
Chapter 6, Section 3 of this law.

(2) The movable assets matching technical provisions must be deposited with a credit
institution under conditions to be fixed by a CAA regulation.

Art. 118 7 Segregated assets and permanent inventory

All the assets matching technical provisions of insurance undertakings constitute
segregated assets allocated preferentially to guaranteeing payment of insurance claims.

Such preferential right takes precedence over all other preferential rights as soon as the
matching assets of underlying technical provisions are registered in the permanent
inventory provided for under the third subparagraph, or as soon as the mortgage
registration under Article 121 becomes effective.

Insurance undertakings must maintain the permanent inventory of matching assets and
communicate the quarterly positions to the CAA in the forms and deadlines determined by
the CAA.

Art. 1197 Preferential right in case of reduced payment

If, in the event of the segregated assets referred to in Article 118 proving to be inadequate,
liquidation may be effected only by reducing the portion of that resource allocated to the
policy holders, insured parties or beneficiaries, these persons shall retain a preferential
claim against the insurance undertaking in respect of any surplus.

This preferential claim takes precedence over all other preferential rights with the exception
of that envisaged in Article 2101, paragraph 1, points 1 and 4 and 2101, paragraph 2 of the
CivilCode,that envi saged by Article 2102, point

(Astate treasuryo), the communes, the soci

chambers pursuant to the provisions of the amended law of 27 November 1933.
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Art. 1207 Exercise of preferential right

(1) On an application deemed justified, the CAA may communicate to the beneficiaries of
the preferential right provided for in Article 118 information concerning the location of
the assets matching technical provisions without breaching the secrecy instituted by
Article 7 of this law

(2) Eligible parties who wish to exercise the preferential right provided for in Article 118
must inform the CAA by registered letter beforehand. Upon expiry of a period of fifteen
clear days, they must proceed as prescribed in Title VII, Book VII, Part 1 of the New
Code of Civil Procedure, for the attachment proceedings, and Title XII, Book VII, Part |
of the same Code for a foreclosure.

The judgment handed down shall determine the maximum sum for which the assets
matching technical provisions shall be realised. The realisation of the assets shall be
executed by the CAA.

Any interest, dividends and income receivable but not yet due when proceedings
commence shall automatically be included in the attachment application.

Art. 1217 Mortgage

The CAA is authorised to demand the registration of a mortgage at any time on the
properties which form part of the immovable matching assets.

Such registration shall take place either at the mortgage office, or with the competent
administration, depending on the location of the properties, for the sum for which the
guarantees were accepted.

The CAA may reduce the amounts registered and order the total or partial deletion of
registrations effected in implementation of these provisions.

Deeds and other documents issued in connection with the guarantees referred to in the
preceding subparagraphs which relate to properties situated in the Grand Duchy of
Luxembourg are exempt from stamp duty, registration duty and mortgage duty, but incur
the fees charged for the mortgage formalities.

Chapter 71 Insurance and reinsurance undertakings in difficulty or in an irregular
situation

Art. 122 7 Identification and notification of deteriorating financial conditions by the
insurance and reinsurance undertaking

Insurance and reinsurance undertakings shall have procedures in place to identify
deteriorating financial conditions and shall immediately notify the supervisory authorities
when such deterioration occurs.

Art. 1237 Non-Compliance with technical provisions

Where a Luxembourg insurance or reinsurance undertaking does not comply with Chapter
6, Section 3, the CAA may prohibit the free disposal of its assets after having communicated
its intentions to the supervisory authorities of the host Member States. The CAA shall
designate the assets to be covered by such measures.
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Art. 1247 Non-Compliance with the Solvency Capital Requirement

(1) Luxembourg insurance and reinsurance undertakings shall immediately inform the CAA
as soon as they observe that the Solvency Capital Requirement is no longer complied
with, or where there is a risk of non-compliance within the following three months.

(2) Within two months from the observation of non-compliance with the Solvency Capital
Requirement the insurance or reinsurance undertaking concerned shall submit a
realistic recovery plan for approval by the CAA.

(3) The CAA shall require the insurance or reinsurance undertaking concerned to take the
necessary measures to achieve, within six months from the observation of non-
compliance with the Solvency Capital Requirement, the re-establishment of the level of
eligible own funds covering the Solvency Capital Requirement or to reduce its risk
profile to ensure compliance with the Solvency Capital Requirement.

The CAA may, if appropriate, extend that period by three months

(4) In the event of exceptional adverse situations affecting insurance and reinsurance
undertakings representing a significant share of the market or of the affected lines of
business, as declared by EIOPA, and where appropriate after consulting the ESRB, the
CAA may extend, for affected undertakings, the period set out in paragraph 3,
subparagraph 2 by a maximum period of seven years, taking into account all relevant
factors including the average duration of the technical provisions.

The CAA may request EIOPA to declare the existence of exceptional adverse situations
if insurance or reinsurance undertakings representing a significant share of the market
or of the affected lines of business are unlikely to meet the requirements set out in
paragraph 3. Exceptional adverse situations exist where the financial situation of
insurance or reinsurance undertakings representing a significant share of the market or
of the affected lines of business are seriously or adversely affected by one or more of
the following conditions:

a) afallin financial markets which is unforeseen, sharp and steep;
b) a persistent low interest rate environment;
¢) a high-impact catastrophic event.

The insurance or reinsurance undertaking concerned shall, every three months, submit
a progress report to the CAA setting out the measures taken and the progress made to
re-establish the level of eligible own funds covering the Solvency Capital Requirement
or to reduce the risk profile to ensure compliance with the Solvency Capital Requirement.

The extension referred to in subparagraph 1 shall be withdrawn where that progress
report shows that there was no significant progress in achieving the re-establishment of
the level of eligible own funds covering the Solvency Capital Requirement or in reducing
the risk profile to ensure compliance with the Solvency Capital Requirement between
the date of the observation of non-compliance of the Solvency Capital Requirement and
the date of the submission of the progress report.

(5) In exceptional circumstances, where the CAA is of the opinion that the financial situation
of the undertaking concerned will deteriorate further, it may also restrict or prohibit the free
disposal of the assets of that undertaking. The CAA shall inform the supervisory authorities
of the host Member States of any measures it has taken, while also designating the assets
to be covered by such measures.
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Art. 1257 Non-Compliance with the Minimum Capital Requirement

Luxembourg insurance and reinsurance undertakings shall inform the CAA immediately
where they observe that the Minimum Capital Requirement is no longer complied with or
where there is a risk of non-compliance within the following three months.

Within one month from the observation of non-compliance with the Minimum Capital
Requirement, the insurance or reinsurance undertaking concerned shall submit, for
approval by the CAA, a short-term realistic finance scheme to restore, within three months
of that observation, the eligible basic own funds, at least to the level of the Minimum Capital
Requirement or to reduce its risk profile to ensure compliance with the Minimum Capital
Requirement.

The CAA may also restrict or prohibit the free disposal of the assets of the insurance or
reinsurance undertaking. It shall inform the supervisory authorities of the host Member
States accordingly, while also designating the assets to be covered by such measures.

Art. 126 7 Prohibition of free disposal of assets

Where a Luxembourg undertaking finds itself in one of the situations foreseen by Articles
123 to 125, or has been subject to withdrawal of its authorisation, the CAA may request
other supervisory authorities to take such restrictive or prohibitive measures relating to the
undert aki rsiuéted indhsirstarritosy.

Where the CAA has been informed by the competent authorities of a Member State that an
undertaking finds itself in a situation analogous to that foreseen by Articles 123 to 125, or
has been subject to withdrawal of its authorisation, the CAA may on the request of these
authorities take such restrictive or prohibitive measures relating to the assets of the
undertaking concerned situated in the territory of the Grand Duchy of Luxembourg, if the
same restrictive or prohibitive measures have been taken in the home Member State.

Art. 127 7 Supervisory powers in deteriorating financial conditions

Notwithstanding Articles 124 and 125, where the solvency position of the undertaking
continues to deteriorate, the CAA shall have the power to take all measures necessary to
safeguard the interests of policy holders in the case of insurance contracts, or to ensure the
execution of the obligations arising out of reinsurance contracts.

These measures shall be proportionate and thus reflect the level and duration of the
deterioration of the solvency position of the insurance or reinsurance undertaking
concerned.

Art. 128 1 Recovery plan and finance scheme

A CAA regulation shall determine the content of the recovery plan and the financial plans.

Chapter 81 Renunciation and withdrawal of authorisation

Art. 1297 Request for renunciation of authorisation

(1) Luxembourg insurance undertakings may only relinquish their authorisation to conduct
business in any c¢cl ass ofcoiseansur ance with the

Without prejudice to the provisions of Title Il, Subtitle V, chapters 2 and 3, and Subtitle
VI, where an insurance undertaking renounces its authorisation to conduct business in
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one or more insurance classes, the CAA shall oversee the relevant liquidation
procedures in the interest of the insured parties.

(2) Luxembourg reinsurance undertakings may only renounce their authorisation with the
Mi ni sterd6s consent .

Without prejudice to the provisions of Title Il, Subtitle VI, where a reinsurance
undertaking renounces its approval, the CAA shall oversee the relevant liquidation
procedures in the interest of the ceding insurance or reinsurance undertakings.

(3) The renunciation request must be sent to the CAA and specify the validity end date of
the authorisation.

4 The CAA shall notify the undertaking of the N
If the request is accepted:

a) the authorisation shall cease to be valid on the date indicated in the request or on
the date of notification of the Mihaendster 6s
of validity of the authorisation results in a prohibition to do new business whether
in the class or in the classes for which it was granted or for reinsurance transactions
as well as the obligation to rescind those contracts subject to renewal, without
prejudice to compliance with specified termination periods;

b) the CAA shall inform the public thereof Vi a
renunciation shall only become effective to third parties from the date of such
publication.

(5) The provisions of Article 131, paragraphs 6 and 7 shall apply.

Art. 1307 Withdrawal of authorisation

(1) The Minister may withdraw an authorisation granted to a Luxembourg insurance
undertaking for all the insurance classes or only for some of them, and an authorisation
granted to a Luxembourg reinsurance undertaking for its overall reinsurance activities,
where the undertaking concerned:

a) does not make use of the authorisation within twelve months or ceases to pursue
business for more than six months; or

b) no longer fulfils the conditions for authorisation; or
c) fails seriously in its obligations under the regulations to which it is subject.

(2) The authorisation granted to a Luxembourg insurance or reinsurance undertaking is in
addition withdrawn in the event that the undertaking does not comply with the Minimum
Capital Requirement and the CAA considers that the financing scheme submitted is
manifestly inadequate or the undertaking concerned fails to comply with the approved
scheme within three months from the confirmation of non-compliance with the Minimum
Capital Requirement.

Art.1317 Procedure for the withdrawal of authorisation

(1) A decision on withdrawal referred to in Article 130 shall be given on a simple request
from the CAA. A preliminary investigation is carried out by the CAA, the insurance or
reinsurance undertaking having been heard through its submissions in response or duly
summoned by registered letter. The insurance or reinsurance undertaking may be
assisted or represented.

Withdrawal may be determined for all the insurance classes in which the undertaking
conducts business or for just one or more of them.
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The withdrawal decision must be precisely reasoned and shall be notified to the
insurance or reinsurance undertaking via a process served by a bailiff.

With effect from its notification, withdrawal entails a prohibition on the conducting of
new business either in the insurance class or classes in respect of which it was ordered,

or for reinsurance transactions. The withdrawal

the CAA.

(2) Without prejudice to the provisions of Chapters 2, 3 and 5 of Sub-title V of Title I, when
approval to conduct insurance or reinsurance business is withdrawn, the CAA shall
appoint one or more liquidators to manage the liquidation of the insurance or
reinsurance contracts and the assets matching technical provisions.

When the authorisation to conduct insurance business is partially withdrawn, the
appointment of a liquidator is optional.

(3) Liquidators appointed pursuant to paragraph 2 above have the following powers and
responsibilities, inter alia.

When liquidating the insurance contracts, they shall apply the guarantees and the
matching assets underlying the technical provisions established for the benefit of the
said insurance contracts in accordance with the liquidation priorities.

They may, with the CAAO0s arnpvysiorsofélticleabdndac cor di

69, transfer some or all of the insurance or reinsurance contracts they are entrusted
with to one or more other insurance or reinsurance undertakings, assigning to such
transfer the portion of the assets matching technical provisions established for the
benefit of those contracts.

(4) The CAA shall determine the fees and expenses of the liquidators it appoints; they shall
be met by the insurance or reinsurance undertaking.

Notwithstanding Article 118 of this law, such fees and expenses may be deducted from
the segregated assets. Such deductions

(5) The provisions of Article 255 shall be applicable to the liquidators appointed by the
CAA.

(6) In the event of the withdrawal of the authorisation, the CAA shall notify the competent
authorities of the other Member States accordingly and invite them to take appropriate
measures to prevent the insurance or reinsurance undertaking concerned from
commencing new operations within their territories.

(7) The CAA shall, together with the supervisory authorities concerned, take all measures
necessary to safeguard the interests of insured persons and, in particular, shall restrict
the free disposal of the assets of the insurance undertaking in accordance with Articles
123 to 126.

Chapter 91 Right of establishment and freedom to provide services

Section 17 Establishment by insurance undertakings

Art. 1327 Conditions for the establishment of a branch within another Member State
by a Luxembourg insurance undertaking

(1) A Luxembourg insurance undertaking which proposes to establish a branch within the
territory of another Member State shall notify the CAA.

For the purposes of this Section, any permanent presence of an undertaking in the
territory of a Member State shall be treated in the same way as a branch, even where
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that presence does not take the form of a branch, but consists merely of an office
managed by the wundertakingbs own staff or by a
permanent authority to act for the undertaking as an agency would.

(2) The content of this notification as well as relevant implementing measures shall be
determined by a CAA regulation.

Art. 133 i Conditions for branch establishment within a third country by a
Luxembourg insurance undertaking

(1) Any Luxembourg insurance undertaking wishing to establish a branch in the territory of
a third country shall notify the CAA thereof.

(2) The CAA may object to the establishment of such branch:

- if, taking into account the business planned, there are reasons to doubt the
adequacy of the system of governance or the financial situation of the insurance
undertaking or the fit and proper requirements of the legal representative in
accordance with Article 72;

- ifthe establishment or the business planned by the branch are in breach of the rules
of the host State;

- if the host State is subject to international sanctions or does not apply the
international standards on combatting money laundering and terrorism financing or
does not allow the CAA to carry out its supervisory missions.

Art. 134 7 Communication of information for the establishment of a branch within
another Member State by a Luxembourg insurance undertaking

(1) Unless the CAA has reason to doubt the adequacy of the system of governance or the
financial situation of the insurance undertaking or the fit and proper requirements in
accordance with Article 72 of the legal representative, taking into account the business
planned, it shall, within three months of receiving all the information referred to in Article
132, paragraph 2, communicate that information to the supervisory authorities of the
host Member State and shall inform the insurance undertaking concerned thereof.

The CAA shall also attest that the insurance undertaking covers the Solvency Capital
Requirement calculated in accordance with Article 105, and the Minimum Capital
Requirement calculated in accordance with the methods to be determined by a CAA
regulation.

(2) Where the CAA refuses to communicate the information referred to in Article 132,
paragraph 2, to the supervisory authorities of the host Member State it shall state the
reasons for its refusal to the insurance undertaking concerned within three months of
receiving all the information in question.

Such a refusal or failure to act shall be subject to a right to apply to the administrative
court for annulment.

(3) If the host Member State communicates the conditions under which, in the interest of
the general good, that business must be pursued in the host Member State, the CAA
shall communicate this information to the insurance undertaking concerned.
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Art. 135 - Conditions for the establishment within the Grand Duchy of Luxembourg
of a branch of a non-Luxembourg insurance undertaking of the EEA

(1) Any insurance undertaking having its registered office and being approved in another
Member State may establish a branch in the Grand Duchy of Luxembourg after the
competent authority of the home Member State has notified the CAA.

(2) The content of the notification as well as the implementing rules shall be determined by
a CAA regulation.

Art. 136 - Communication of information for the establishment of a branch from
another Member State within the Grand Duchy of Luxembourg

(1) Before the branch of the insurance undertaking commences its business, the CAA shall
have a period of two months with effect from receipt of the notification referred to in Article
135, paragraph 2 to indicate to the competent authority of the home Member State, where
applicable, the conditions under which, for reasons of the general good, the said business
must be conducted in the Grand Duchy of Luxembourg.

The insurance undertaking may establish its branch and commence its activities upon
receipt of this communication from the CAA by the home Member State or, in the
absence of any communication, upon expiry of the period referred to in subparagraph 1
above.

(2) All communications and notificat i ons f or the attention of

in the Grand-Duchy of Luxembourg shall be sent to the domicile of the nominated legal
representative.

The domicile of the legal representative shall also serve to determine the time frame to
be observed for all communications and notifications.

Section 21 Establishment of reinsurance undertakings
Art. 137 - General principle

Without prejudice to the provisions of this Chapter, the authorisation granted to a
Luxembourg reinsurance undertaking enables it to conduct its business, under the right of
establishment throughout the EEA.

Without prejudice to the provisions of this Chapter, the authorisation also entitles business
to be conducted in third countries provided this is in compliance with the legislation of the
home State of the undertaking ceding the risk.

Art. 138 - Conditions for the establishment of a branch by reinsurance undertakings

(1) Any Luxembourg reinsurance undertaking wishing to establish a branch in the territory
of another Member State shall notify the CAA accordingly.

(2) Any reinsurance undertaking having its registered office in another Member State may
establish a branch in the Grand Duchy of Luxembourg provided that it holds an
authorisation in its home country pursuant to Article 14 of Directive 2009/138/EC, for
the type of business envisaged.

(3) The CAA may authorise a Luxembourg reinsurance undertaking to establish a branch
in a third country under the conditions laid down by it.

(4) The implementing rules relating to paragraphs 1 to 3 shall be fixed by a CAA regulation.
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Section 3 - Freedom to provide services: by insurance undertakings

Subsection 17 Business pursued under freedom to provide services within another
Member State or in a third country by insurance undertakings

Art. 139 - Prior notification to the CAA by the insurance undertaking

(1) Any Luxembourg insurance undertaking that intends to pursue business for the first time
in one or more Member States under the freedom to provide services shall first notify
the CAA, indicating the nature of the risks or commitments it proposes to cover.

(2) The insurance undertaking may commence business in a third country as from the date
on which it has been notified of the CAAOGs au

Art. 140 - Notification by the CAA to competent authorities of other Member States

(1) Within one month of the notification provided for in Article 139, the CAA shall
communicate the following to the host Member State or States:

a) a certificate attesting that the insurance undertaking covers the Solvency Capital
Requirement and Minimum Capital Requirement calculated in accordance with
Articles 104 and 112;

b) the classes of insurance which the insurance undertaking has been authorised to
offer;

c) the nature of the risks and commitments which the insurance undertaking proposes
to cover in the host Member State.

At the same time, the CAA shall inform the insurance undertaking concerned of that
communication.

(2) Where the CAA does not communicate the information referred to in paragraph 1 within
the period laid down therein, it shall state the reasons for its refusal to the insurance
undertaking within that same period.

Such a refusal or failure to act shall be subject to a right to apply to the administrative
court for annulment.

(3) The insurance undertaking may start business as from the date on which it is informed
of the communication provided for in the first subparagraph of paragraph 1.

Art. 141 - Changes in the nature of the risks or commitments

Any change which an insurance undertaking intends to make to the information referred to
in Article 139 shall be subject to the procedure provided for in Articles 139 and 140.

Art. 142 7 Business pursued under freedom to provide services in the Grand Duchy
of Luxembourg

(1) Without prejudice to the provisions of Articles 143 and 145, any insurance undertaking
approved in another Member State may conduct business in the Grand Duchy of
Luxembourg under freedom to provide services, and cover risks or make commitments
for which it has an authorisation in its home Member State, after the competent authority
of the home Member State has provided the following documents and information to the
CAA:

a) a certificate attesting that the insurance undertaking in question covers the
Solvency Capital Requirement and the Minimum Capital Requirement calculated
in accordance with Articles 104 and 112;
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b) the insurance classes in which the undertaking is authorised to operate;

c) the nature of the risks and commitments that the insurance undertaking intends to
cover and accept in the Grand Duchy of Luxembourg.

(2) Any change which the insurance undertaking intends to make to the information
provided under paragraph 1, point c) of this Article shall be subject to the procedure
referred to in paragraph 1 above and in Article 143.

(3) The insurance undertaking may commence its activities with effect from the date on
which it is informed by the competent authorities of its home Member State of the
communication referred to in paragraph 1.

Subsection 2 - Third party motor vehicle liability
Art. 143 - Compulsory insurance on third party motor vehicle liability

Any insurance undertaking covering the risks defined in class 10 in part A of Annexe I, with
the exception of carriersoliability, in the Grand Duchy of Luxembourg, under freedom to
provide services, must:

a provide the CAA with a certificate proving th
Luxembourgeoisodo and the AFonds de Garantie A
their financing;

b) become a member of the APool f or ofxiildiabiitynt ed i n
for | and motor vehicl eso;

c) communicate to the CAA the name and address of the representative referred to in
Article 145;

d) take out insurance contracts in compliance with the compulsory provisions of the Law
of 16 April 2003 on Compulsory Insurance against Civil Liability in respect of Motor
Vehicles, as amended, and its implementing regulations;

Art. 144 - Non-discrimination of persons pursuing claims

The insurance undertaking must ensure that persons pursuing claims arising out of events

occurring on Luxembourg territory are not placed in a less favourable situation as a result

of the fact that the undertaking is covering ¢
under class 10 in Part A of Annex | by way of freedom to provide services rather than

through an establishment situated in the Grand Duchy of Luxembourg.

Art. 1457 Representative

(1) For the purposes referred to in Article 144, any insurance undertaking covering risks
ot her than carrier 6s | 10andPart A of Annex Icmust appoinf i ed un
a representative resident or established in the Grand Duchy of Luxembourg who shall
collect all necessary information in relation to claims, and shall possess sufficient
powers to represent the undertaking in relation to persons suffering damage who could
pursue claims, including the payment of such claims, and to represent it or, where
necessary, to have it represented before the Luxembourg courts and authorities in
relation to those claims.

That representative may also be required to represent the insurance undertaking before
the competent Luxembourg authorities with regard to checking the existence and
validity of motor vehicle liability insurance policies.
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(2) The appointment of the representative shall not in itself constitute the opening of a
branch nor an establishment in the context of this law.

(3) Where the insurance undertaking has failed to appoint a representative, as indicated in
paragraph 1, the representative responsible for settling claims appointed in accordance
with Article 4 of Directive 2000/26/EC by the undertaking covering risks related to
i nsurance against civil liability in respect
the Grand Duchy of Luxembourg under freedom to provide services shall assume the
role of the representative referred to in paragraph 1.

Section 4 17 Freedom to provide services: by reinsurance undertakings

Art. 146 1 Place of location of risk for reinsurance business pursued under freedom
to provide services

A reinsurance transaction carried out under freedom to provide services is a reinsurance
transaction through which a reinsurance undertaking of a Member State, either through its
registered office or a stable establishment situated in a Member State, accepts risks ceded
by an undertaking whose registered office is situated in another Member State.

Art. 1477 General principle

Without prejudice to the provisions of this Chapter, the authorisation granted to a
Luxembourg reinsurance undertaking enables it to conduct its business, under freedom to
provide services, throughout the EEA.

Without prejudice to the provisions of this Chapter, the authorisation also allows business
to be conducted in third countries in compliance with the legislation of the home State of
the undertaking ceding the risk.

Art. 148 i Preliminary conditions for pursuing business under freedom to provide
services

(1) Reinsurance transactions undertaken by a Luxembourg reinsurance undertaking under
freedom to provide services within the territory of the EEA may be carried out without
any additional formalities.

(2) Any reinsurance undertaking approved in a Member State may conduct such business
in the Grand Duchy of Luxembourg under freedom to provide services for which it has
an authorisation in its home Member State.

(3) A reinsurance undertaking approved in the Grand Duchy of Luxembourg that intends to
conduct business for the first time under freedom to provide services in one or more
third countries shall notify the CAA accordingly.

(4) Reinsurance undertakings of a third country may operate under freedom to provide
services in the Grand Duchy of Luxembourg.

Reinsurance undertakings having their registered office in a third country may not be
granted, for their reinsurance business within the Grand Duchy of Luxembourg under
freedom to provide services, a more favourable treatment than that granted to
Luxembourg reinsurance undertakings.
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Section 51 Competences of the CAA as supervisory authority of the host Member State
Subsection 17 General provision
Art. 1491 Language

All documents that the CAA is authorised to request concerning the activities of insurance
or reinsurance undertakings operating in the territory of the Grand Duchy of Luxembourg
shall be supplied to it in French, German or any other language agreed with it.

Subsection 2 - Insurance
Art. 150 - Prior notification and prior approval

The provisions of Articles 174 and 175, subparagraph 1 shall apply to insurance operations
under right of establishment or freedom to provide services.

Art. 151 - Insurance undertakings not complying with the legal provisions

(1) Where an undertaking operating in the Grand Duchy of Luxembourg through a branch
or pursuing business under the freedom to provide services in its territory does not
comply with the legal provisions applicable to it, the CAA shall require the insurance
undertaking concerned to remedy such irregularity.

(2) Where the undertaking concerned fails to take the necessary action, the CAA shall
inform the supervisory authorities of the home Member State accordingly, and request
them, at the earliest opportunity, to take all appropriate measures to ensure that the
undertaking concerned remedies that irregular situation

(3) Where, despite the measures taken by the home Member State or because those
measures prove to be inadequate or are lacking in that Member State, the insurance
undertaking persists in violating the legal provisions in force in the Grand Duchy of
Luxembourg, the CAA may, after informing the supervisory authorities of the home
Member State, take appropriate measures to prevent or penalise further irregularities,
including, in so far as is strictly necessary, preventing that undertaking from continuing
to conclude new insurance contracts within the territory of Luxembourg.

In addition, the CAA may refer the matter to EIOPA and request its assistance.

(4) Paragraphs 1 and 2 shall not affect the power of the CAA to take appropriate emergency
measures to prevent or penalise irregularities within the Grand Duchy of Luxembourg.
That power shall include the possibility of preventing insurance undertakings from
continuing to conclude new insurance contracts within its territory.

(5) Paragraphs 1, 2 and 3 shall not affect the power of the CAA, under the conditions set
out in Article 303, to issue the sanctions laid down in that Article, with the exception, for
irregularities committed under the regime of freedom to provide services, of those
provided for in paragraph 3, point b) of that Article. The CAA, at the expense of the
undertaking, shall proceed to publish the measures which it has issued in such
newspapers and publications as it designates, and to publicise in such places and for
such duration as it decides.

(6) Where an insurance undertaking which has committed an infringement has an
establishment or possesses property in the Grand Duchy of Luxembourg, the CAA may,
in accordance with Luxembourg law, apply the national administrative penalties
prescribed for that infringement by way of enforcement against that establishment or

property.
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(7) Any measure adopted under paragraphs 2 to 6 involving restrictions on the conduct of
insurance business must be properly reasoned and communicated to the insurance
undertaking concerned.

(8) Insurance undertakings shall submit to the CAA at its request all documents requested
of them for the purposes of paragraphs 1 to 7, to the extent that Luxembourg insurance
undertakings are also obliged to do so.

(9) The CAA shall inform the Commission and EIOPA of the number and types of cases
which led to refusals under Articles 134 and 140 or where measures have been taken
under paragraphs 3 and 4 of this Article.

Art. 1527 Advertising

EEA insurance undertakings, other than those established in Luxembourg, which operate
in the Grand Duchy of Luxembourg through freedom to provide services or through a branch
may advertise their services, through all available means of communication, provided that
they respect to the rules governing the form and content of such advertising adopted in the
interest of the general good.

Subsection 3 - Reinsurance

Art. 153 - Reinsurance undertakings of the EEA not complying with the legal
provisions

(1) Where an EEA reinsurance undertaking operating in the Grand Duchy of Luxembourg
through a branch or pursuing business under the freedom to provide services is not
complying with the legal provisions applicable to it in the Grand Duchy of Luxembourg,
the CAA shall require the reinsurance undertaking concerned to remedy that irregular
situation. At the same time, they shall refer those findings to the supervisory authority
of the home Member State.

(2) Where, despite the measures taken by the home Member State or because such
measures prove inadequate, the reinsurance undertaking persists in violating the legal
provisions applicable to it in the Grand Duchy of Luxembourg, the CAA may, after
informing the supervisory authority of the home Member State, take appropriate
measures to prevent or penalise further irregularities, including, insofar as is strictly
necessary, preventing that reinsurance undertaking from continuing to conclude new
reinsurance contracts within the Grand Duchy of Luxembourg.

In addition, the CAA may refer the matter to EIOPA and request its assistance.

(3) Any measure adopted under paragraphs 1 and 2 involving sanctions or restrictions on
the conduct of reinsurance business shall state the reasons and shall be communicated
to the reinsurance undertaking concerned.

In default of any indication of an address for service of documents on the undertaking
in the Grand Duchy of Luxembourg, the CAA shall proceed, at the expense of the
undertaking, to publish the measures which it has issued in such newspapers and
publications as it designates, and to publicise in such places and for such duration as it
decides.

Art. 154 7 Prohibition on activities

Where the CAA is informed by the competent authorities of another Member State of the
withdrawal of authorisation from an undertaking conducting business in the Grand Duchy
of Luxembourg under the right of establishment or freedom to provide services, it shall take

72262



appropriate measures to prevent the undertaking concerned from conducting further
business in the Grand Duchy of Luxembourg.

Section 6 1 Competences of the CAA as supervisory authority of the home Member State

Art. 155 - Luxembourg insurance and reinsurance undertakings not complying with
the legal provisions

Where the CAA is informed by the supervisory authorities of another Member State that a
Luxembourg insurance or reinsurance undertaking operating through a branch or pursuing
business under the freedom to provide services within its territory, is ignoring an order to
comply with the legal provisions applicable to it in that Member State, the CAA shall, at the
earliest opportunity, take all appropriate measures to ensure that the undertaking
concerned remedies that irregular situation.

Section 7 1 Statistical information
Art. 156 - Statistical information relating to cross-border activities

A CAA regulation shall determine how the statistics to be provided by insurance
undertakings on their cross-border activities are to be compiled.

Section 8 - Treatment of contracts of branches in winding-up proceedings
Art. 157 7 Winding-up of Luxembourg insurance undertakings

Where a Luxembourg insurance undertaking is wound up, commitments arising out of
contracts underwritten through a branch or under the freedom to provide services shall be
met in the same way as those arising out of the other insurance contracts of that
undertaking, without distinction as to nationality as far as the persons insured and the
beneficiaries are concerned

Art. 158 - Winding-up of Luxembourg reinsurance undertakings

Where a Luxembourg reinsurance undertaking is wound up, commitments arising out of
contracts underwritten through a branch or under the freedom to provide services shall be
met in the same way as those arising out of the other reinsurance contracts of that
undertaking.

Chapter 10 - Branches established in the Grand Duchy of Luxembourg and
belonging to insurance or reinsurance undertakings with head offices situated
outside the EEA

Section 17 Direct insurance
Art. 159 - Principle of authorisation and conditions

(1) The exercise of direct insurance business by any third-country insurance undertaking in
or from the Grand Duchy of Luxembourg shall be subject to the grant of a prior
authorisation.

A third-country insurance undertaking operating in the Grand Duchy of Luxembourg
under freedom to provide services is not deemed to be conducting insurance business
in the Grand Duchy of Luxembourg when the policyholder took the initiative to enter into
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the contract. The policyholder is deemed to have taken the initiative to enter into the
contract if it sought to enter into it without being contacted beforehand by the insurance
undertaking or by any other person, whether or not appointed by the insurance
undertaking.

Insurance undertakings having their registered office in a third country which is a
signatory to the General Agreement on Trade in Services (GATS) are exempted from
the approval referred to in paragraph 1 above for business transacted under freedom to
provide services in the Grand Duchy of Luxembourg when such business relates to:

a) risks associated with:
- maritime commerce,
- aviation,
- the launching and loading of spacecraft, including satellites,

such risks to include those relating to the goods transported, the vehicles transporting
such goods and any liability deriving therefrom;

b) insurance of goods in international transit.

Except for insurance undertakings having their registered office in a Member State of
the OECD, the authorisation referred to in paragraph 1 above may be refused if
reciprocity is not guaranteed by their national legislation to Luxembourg undertakings.

(2) An authorisation foreseen under paragraph 1 may be granted in the Grand Duchy of
Luxembourg where the third country undertaking fulfils at least the following conditions:

a) itis entitled to pursue insurance business under its national law;
b) it establishes a branch in the territory of the Grand Duchy of Luxembourg ;
c) it designates a legal representative, to be approved by the Minister;

d) it possesses in the Grand Duchy of Luxembourg assets of an amount equal to at
least one half of the absolute floor prescribed in Article 112 in respect of the
Minimum Capital Requirement and deposits one fourth of that absolute floor as
security;

e) it undertakes to cover the Solvency Capital Requirement and the Minimum Capital
Requirement in accordance with the requirements referred to in Articles 104 and
112;

f) for non-life insurance, it communicates the name and address of all claims handling
representatives complying with conditions to be fixed by a CAA regulation and
appointed in each Member State other than the Grand Duchy of Luxembourg where
the risks to be covered are classified under class 10 of Part A of Annex | of this law,
ot her than carrierodos I|liability,;

g) it submits a scheme of operations, the content of which is determined by a CAA
regulation;

h) it fulfils the governance requirements laid down in Chapter 4, Section 2.

i) it complies with the specialisation principle set out in Article 49, paragraph 1, point
a), indent 1.

B For the purposes of this Section, O6branch6é me
of Luxembourg of an undertaking referred to in paragraph 1, which receives
authorisation and which pursues insurance business there.
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(4) The applicant shall moreover demonstrate that the undertaking is authorised to carry
out in the country of its registered office the insurance operations which are the subject
of the application, or the reasons why it is not authorised there.

(5) The legal representative must fulfil the conditions of Title Il of this law relating to
executives of direct insurance undertakings and have sufficient powers to bind the
undertaking in relation to third parties and to represent it towards the Luxembourg
authorities and courts;

The power of attorney given to the legal representative shall specify his powers in an
unequivocal manner. In the event that such power of attorney might undergo a
significant modification by the undertaking, the latter must inform the CAA thereof.

Any communication or notice to be served on a third country undertaking relative to its
establishment in the Grand Duchy of Luxembourg shall be served at the domicile of the
legal representative, on whom jurisdiction is conferred.

The domicile of the legal representative also serves to determine the time limits to be
respected for any communication or notice.

(6) The content of the request for authorisation shall be fixed by a CAA regulation.

The undertakings referred to in paragraph 1 must in addition provide all other
information requested as being necessary for the consideration of the application.

(7) Branches of third-country insurance undertakings are required to ensure that their books
of account and other documents relating to their business activities remain in the Grand
Duchy of Luxembourg at all times, either at the registered office of the Luxembourg
branch or in any other place duly notified to the CAA.

(8) Third-country insurance undertakings must bring any change of its legal representative
as well as any extension of the business or major amendment to the business plan to
the CAAOGs attention.

A CAA regulation shall specify the relevant formalities for this paragraph.

Art. 160 7 Transfer of portfolio

(1) Under the conditions laid down by this law and its implementing regulations, branches
established within the territory of Luxembourg and referred to in this Section shall be
authorised to transfer all or part of their portfolios of contracts to an accepting
undertaking established within the Grand Duchy of Luxembourg, where the CAA or, if
applicable, the competent authority of a Member State referred to in Article 163, certifies
that, taking into account the transfer, the accepting undertaking possesses the
necessary eligible own funds to cover the Solvency Capital Requirement referred to in
Article 104, subparagraph 1.

(2) Under the conditions laid down by this law and its implementing regulations, branches
established within the territory of Luxembourg and referred to in this Section shall be
authorised to transfer all or part of their portfolios of contracts to an insurance
undertaking with its registered office in another Member State, where the competent
authorities of that Member State certify that, taking into account the transfer, the
accepting undertaking possesses the necessary eligible own funds to cover the
Solvency Capital Requirement referred to in Article 104, subparagraph 1.

(3) Where, under the conditions foreseen by this law and its implementing regulations,
branches established within the territory of Luxembourg and falling under this Section
are authorised to transfer all or part of their portfolios of contracts to a branch under this
Chapter and established within the territory of another Member State, the CAA shall
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ensure that the supervisory authorities of the Member State of the accepting
undertaking or, if applicable, those of the Member State referred to in Article 163, certify:

a) that the accepting undertaking possesses, after taking the transfer into account, the
necessary eligible own funds to cover the Solvency Capital Requirement;

b) that the law of the Member State of the accepting undertaking permits such a
transfer; and

c) that this Member State has accepted the transfer.

(4) In the cases referred to in paragraphs 1 to 3, the CAA shall authorise the ceding branch
to carry out the transfer after receipt of the agreement of the supervisory authorities of
the Member State in which the risk is situated or the Member State of the commitment,
where such Member State is not Luxembourg.

(5) In the event that the CAA is consulted by the supervisory authorities of the origin of the
ceding branch, it shall give its opinion or consent within three months of receiving the
request. The absence of any response within that period from the CAA shall be
considered as in favour or as tacit consent.

(6) Where the Grand Duchy of Luxembourg is the State in which the risk is situated or the
State of the commitment, the portfolio transfer authorised in accordance with
paragraphs 1 to 5 shall be published in the Memorial.

Such transfer shall automatically be valid against policy holders, the insured persons
and any other person having rights or obligations arising out of the contracts transferred.

Art. 1617 Technical provisions

Third-country insurance undertakings must establish adequate technical provisions to cover
the insurance obligations assumed in or from the Grand Duchy of Luxembourg calculated
in accordance with Chapter 6, Section 3. Those undertakings must value assets and
liabilities in accordance with Chapter 6, Section 2 and determine own funds in accordance
with Chapter VI, Section 4.

Art. 162 - Solvency Capital Requirement and Minimum Capital Requirement

(1) Branches of third-country insurance undertakings must maintain an amount of eligible
own funds consisting of the items referred to in Chapter 6, Section 4.

The Solvency Capital Requirement and the Minimum Capital Requirement shall be
calculated in accordance with the provisions of Chapter 6, Sections 5 and 6.

However, for the purpose of calculating the Solvency Capital Requirement and the
Minimum Capital Requirement, both for life and non-life insurance, account shall be
taken only of the operations effected by the branch concerned.

(2) The eligible amount of basic own funds required to cover the Minimum Capital
Requirement and the absolute floor of that Minimum Capital Requirement shall be
constituted in accordance with Chapter 6, Section 4.

(3) The eligible amount of basic own funds shall not be less than half of the absolute floor
required under Article 112.

The deposit lodged in accordance with Article 159, paragraph 2, point d) shall be
counted towards such eligible basic own funds to cover the Minimum Capital
Requirement.

76/262



(4) The matching assets representing the Solvency Capital Requirement must be kept
within the Grand Duchy of Luxembourg up to the amount of the Minimum Capital
Requirement, and the balance within the EEA.

Art. 1637 Provisions applying to undertakings authorised in more than one Member
State

(1) Third-country insurance undertakings which have requested or obtained authorisation
from several Member States, including the Grand Duchy of Luxembourg may apply to
benefit from the following advantages which may be granted only jointly with other
Member States concerned:

a) the Solvency Capital Requirement referred to in Article 162 shall be calculated in
relation to the entire business which they pursue within the EEA;

b) the deposit required under Article 159, paragraph 2, point d) shall be lodged in only
one of those Member States;

c) the assets representing the Minimum Capital Requirement shall be localised, in
accordance with Article 115, in any one of the Member States in which they pursue
their activities.

In the cases referred to in Subparagraph 1, point a) of , account shall be taken only of
the operations effected by all the branches established within the EEA for the purposes
of this calculation.

(2) Application to benefit from the advantages provided for in paragraph 1 shall be made to
the CAA and the supervisory authorities of the other Member States concerned. The
application shall state the authority of the Member State which in future is to supervise
the solvency of the entire business of the branches established within the EEA. Reasons
must be given for the choice of authority made by the undertaking.

The deposit referred to in Article 159 paragraph 2, point d) shall be lodged with that
Member State.

(3) The regime provided for in paragraph 1 may be granted only where the supervisory
authorities of all Member States in which an application has been made agree to it.

That regime shall take effect from the time when the selected supervisory authority
informs the other supervisory authorities that it will supervise the state of solvency of
the entire business of the branches within the EEA.

Where the CAA is selected, it shall obtain from the other Member States the information
necessary for the supervision of the overall solvency of the branches established in their
respective territories. Where a Member State other than Luxembourg is selected, the
CAA shall provide the competent authorities of the Member State selected, the
information necessary to enable them to supervise the overall solvency of the branches
established in their territory.

(4) Atthe request of one or more of the Member States concerned, the advantages granted
under paragraphs 1, 2 and 3 shall be withdrawn simultaneously by all Member States
concerned.

Art.164 - Accounting, prudential and statistical information and undertakings in
difficulty

For the purposes of this Section, Articles 4, 61 and 123 to 127 shall apply.

As regards the application of Articles 123 and 124, in the event that a third-country
insurance undertaking qualifies for the advantages provided for in Article 163 paragraphs
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1, to 3, where the CAA is the selected supervisory authority responsible for verifying the
solvency of branches established within the EEA with respect to their entire business, it
shall be treated in the same way as the supervisory authority of the Member State in the
territory of which the registered office of an undertaking established in the EEA.

Art. 165 - Separation of non-life and life business

Branches referred to in this Section shall not simultaneously pursue life and non-life
insurance activities in the Grand Duchy of Luxembourg.

Art. 166 - Withdrawal of authorisation for undertakings authorised in more than one
Member State

In the case of a withdrawal of authorisation of a third-country insurance undertaking for
which the CAA is the selected authority according to Article 163 paragraph 2, it shall notify
the supervisory authorities of the other Member States where the undertaking operates and
ask them to take the appropriate measures.

Where the CAA is informed by another authority selected pursuant to Article 163 paragraph
2, of a withdrawal, it shall take the appropriate measures.

Where the reason for that withdrawal is the inadequacy of the overall state of solvency as
fixed by the Member States which agreed to the request referred to in Article 163, the
Minister shall withdraw its authorisation.

Section 2 - Reinsurance

Art. 167 - Principle of authorisation and conditions for conducting reinsurance
activity

(1) The establishment of a branch in the Grand Duchy of Luxembourg by any third-country
reinsurance undertaking is conditional on receipt of the authorisation of the Minister
before the branch commences its reinsurance business in or from the Grand Duchy of
Luxembourg.

Except for undertakings having their registered office in a Member State of the OECD,
the authorisation referred to in subparagraph 1 can be refused if reciprocity is not
guaranteed to Luxembourg undertakings by the third-c ount r yds nati o

(2) Third-country reinsurance undertakings may not be granted more favourable treatment
than that given to Luxembourg reinsurance undertakings for their reinsurance business
in the Grand Duchy of Luxembourg, either under the right of establishment or the
freedom to provide services.

(3) The authorisation referred to in paragraph 1 may be granted in the Grand Duchy of
Luxembourg to any third-country reinsurance undertaking which meets at least the
following conditions:

a) itis authorised in the country in which its registered office is situated to carry out the
reinsurance transactions covered by the application, or the reasons why it is not so
authorised;

b) it limits its object to reinsurance business within the meaning of Article 49, paragraph
1 point b), first indent;

c) it has established its central administration there;

d) itis supervised there in accordance with recognised international standards;

78/262

nal



e) there are no laws, regulations or administrative provisions in the legislation of the
country in which t he officeddocated that copdiitate ane gi st er
obstacle to sufficient cooperation between the authorities of the country in which the
registered office is located and the CAA,

f) it provides a business plan the contents of which are fixed by a CAA regulation;

g) it possesses In the Grand Duchy of Luxembourg assets of an amount equal to at
least one half of the absolute floor prescribed in the CAA regulation adopted
pursuant to Article 112 for the Minimum Capital Requirement and it deposits a
guarter of this absolute floor for security purposes.

h) it commits to cover the Solvency Capital Requirement and the Minimum Capital
Requirement, in accordance with the requirements laid down in Articles 104 and
112;

i) it ensures the direction and the daily management of the branch in accordance with
Article 49, paragraph 1, point b), indents 2 and 3;

J) it meets the governance requirements set out in Chapter 4, Section 2 of this Part.

@For the purposes of this Chapter, Abranchodo n
territory of Luxembourg of an undertaking referred to in paragraph 1 which receives
authorisation and which pursues reinsurance business.

(5) The content of the application for authorisation is fixed by a CAA regulation.

The undertakings referred to in paragraph 1 must in addition provide any other
information considered as necessary for the assessment of the application.

(6) Branches of third-country reinsurance undertakings are required to ensure that their
books of account and other documents relating to their business activities remain in the
Grand Duchy of Luxembourg at all times, either at the office of operations of the
Luxembourg branch, or in any other place duly notified to the CAA.

(7) The authorisation allows branches of third-country reinsurance undertakings to conduct
business in one or more countries outside the Grand Duchy of Luxembourg in
compliance with the legislation of the State of origin of the cedant.

A branch which intends to carry on business for the first time in one or more countries
outside Luxembourg under the freedom to provide services, must notify the CAA.

(8) Branches of third-country reinsurance undertakings must bring to the attention of the
CAA any change in its executive as well as any business extension or significant change
to their business plan.

A CAA regulation shall specify the conditions of this paragraph.

(9) Articles 4, 57, 61, 66, 67, Article 69, paragraph 3 and Articles 114, 115, 116, 117, 123
to 128, 161 and 162 shall apply by analogy.

Art. 1681 Equivalence

Where the solvency regime of a third country has been deemed to be equivalent or
temporarily equivalent to that laid down in Directive 2009/138/EC, reinsurance contracts
concluded with undertakings having their head office in that third country shall be treated in
the same manner as reinsurance contracts concluded with undertakings authorised in
accordance with this Law .

The CAA shall not retain or introduce for the establishment of technical provisions a system
with gross reserving which requires pledging of assets to cover unearned premiums and
outstanding claims provisions where the reinsurer is a third-country insurance or
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reinsurance undertaking, situated in a country whose solvency regime is deemed to be
equivalent or temporarily equivalent to that laid down in Directive 2009/138/EC, in
accordance with Article 172 of that Directive.

Section 31 Termination of activity
Art.169 - Renunciation and withdrawal of authorisation

(1) The provisions of Articles 129, 130, 131 and 256 applicable to Luxembourg insurance
and reinsurance undertakings shall also apply to Luxembourg branches of third-country
insurance or reinsurance undertakings.

(2) Where a third-country insurance or reinsurance undertaking has its authorisation
withdrawn or is no longer authorised to conduct insurance business in one or several
classes in its home country, its legal representative or its authorised executive in the
Grand Duchy of Luxembourg shall inform the CAA thereof without delay.

Approval granted to a branch of a third-country insurance or reinsurance undertaking
shall be withdrawn by the Minister if the said undertaking has lost its approval in the
country in which its registered office is located.

Chapter 11 - Subsidiaries of insurance and reinsurance undertakings governed by
the laws of a third country and acquisitions of holdings by such undertakings

Art. 170 - Information to be provided by the CAA to the Commission and to EIOPA

For the establishment in the Grand Duchy of Luxembourg of a direct or indirect subsidiary,
one or more of whose parent undertakings governed by the laws of a third country and for
the authorisation of any holding of such parent undertaking in a Luxembourg direct
insurance or reinsurance undertaking which would turn that insurance or reinsurance
undertaking into a subsidiary of that third country parent undertaking, the CAA shall inform
the Commission, EIOPA and the competent authorities of the other Member States of any
corresponding approvals and authorisations and specifying the structure of the group
concerned.

Art. 171 - Third-country treatment of Luxembourg insurance and reinsurance
undertakings

The CAA shall inform the Commission and EIOPA of any general order difficulties
encountered by Luxembourg insurance or reinsurance undertakings in establishing
themselves and operating in a third country or pursuing activities in a third country.
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Subtitle 1l

Specific provisions for insurance and reinsurance

Chapter 1 - Applicable law and conditions of direct insurance contracts

Section 17 Applicable law
Art. 1727 Applicable law

(1) The provisions of Regulation (EC) No 593/2008 of the European Parliament and of the
Council of 17 June 2008 on the law applicable to contractual obligations (Rome ) shall
apply in order to determine the law applicable to insurance contracts falling within the
scope of Article 7 of that Regulation.

(2) The CAA shall communicate to the Commission the risks against which insurance is
compulsory under the Luxembourg legislation, stating the following:

a) the specific legal provisions relating to that insurance;

b) the particulars which must be given in the certificate which a non-life insurance
undertaking must issue to an insured person where the Luxembourg legislation
requires proof that the obligation to take out insurance has been complied with.

These particulars must include a declaration by the insurance undertaking to the
effect that the contract complies with the specific provisions relating to that
insurance.

Section 21 General good
Art. 17317 General good

Any policy holder is free to conclude a contract with an insurance undertaking authorised in
the EEA relating to risks or commitments situated in the Grand Duchy of Luxembourg as
long as that conclusion of contract does not conflict with legal provisions protecting the
general good in the Grand Duchy of Luxembourg.

Section 3 - Conditions of insurance contracts and scales of premiums
Art. 174 - Non-life insurance

(1) The prior approval or systematic notification of general and special insurance policy
conditions, scales of premiums, or forms and other printed documents which an
insurance undertaking intends to use in its dealings with policy holders may not be
required.

The CAA may require non-systematic notification of those policy conditions and other
documents only for the purpose of verifying compliance with Luxembourg provisions
concerning insurance contracts. Those requirements shall not constitute a prior
condition for an insurance undertaking to pursue business.

(2) In the case of compulsory insurance in the Grand Duchy of Luxembourg, insurance
undertakings operating there must communicate to the CAA the general and special
conditions of such insurance before circulating them.
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Art. 1757 Life insurance

The prior approval or systematic notification of general and special insurance policy
conditions, scales of premiums, technical bases used in particular for calculating scales of
premiums and technical provisions or forms and other printed documents which a life
insurance undertaking intends to use in its dealings with policy holders may not be required.

However, the CAA may, for the sole purpose of verifying compliance with Luxembourg
provisions concerning actuarial principles, require systematic communication of the
technical bases used in particular for calculating scales of premiums and technical
provisions. Those requirements shall not constitute a prior condition for an insurance
undertaking to pursue business.

Chapter 2 - Provisions specific to non-life insurance

Section 1 - Community co-insurance
Art. 1767 Conditions of community co-insurance and information exchange

(1) This Section shall apply to Community co-insurance operations which shall be those
co-insurance operations which relate to one or more risks classified under classes 3 to
16 of Part A of Annex | and which fulfil the following conditions:

a) therisk is a large risk;

b) the risk is covered by a single contract at an overall premium and for the same
period by two or more insurance undertakings each for its own part as co-insurer,
one of them being the leading insurance undertaking;

c) the risk is situated within the EEA;

d) for the purpose of covering the risk, the leading insurance undertaking is treated as
if it were the insurance undertaking covering the whole risk;

e) at least one of the co-insurers participates in the contract through a head office or
a branch established in a Member State other than that of the leading insurance
undertaking;

fy thel eading insurance undertaking Hnsutahcyg
practice and in particular determines the terms and conditions of insurance and
rating.

(2) Articles 139 to 145 shall apply only to the leading insurance undertaking.

(3) Co-insurance operations which do not satisfy the conditions set out in paragraph 1 shall
remain subject to the provisions of this law except those of this Section.

(4) The right of insurance undertakings to participate in Community co-insurance shall not
be made subject to any provisions other than those of this Section.

(5) Co-insurers shall keep statistical data showing the extent of Community co-insurance
operations in which they participate and the Member States concerned.

(6) For the purposes of the implementation of this Section the CAA shall, in the framework
of the cooperation referred to in Articles 3 and 7 to 13, provide the supervisory
authorities of the other Member States with all necessary information.
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Art. 177 7 Technical provisions

The amount of the technical provisions shall be determined by the different co-insurers
according to the rules fixed by their home Member State or, in the absence of such rules,
according to customary practice in that State.

However, the technical provisions shall be at least equal to those determined by the leading
insurer according to the rules of its home Member State.

Art. 178 - Treatment of co-insurance contracts in winding-up proceedings

In the event of an insurance undertaking being wound up, liabilities arising from participation
in Community co-insurance contracts shall be met in the same way as those arising under
the other insurance contracts of that undertaking without distinction as to the nationality of
the insureds and of the beneficiaries.

Section 2 - Assistance
Art. 17971 Assistance

(1) Forthe purposes of Article 34, non-life insurance shall include the activity which consists
of assistance provided for persons who get into difficulties while travelling, while away
from their home or their habitual residence or assistance in other circumstances.

(2) The assistance activity consists, against the prior payment of a premium, of a
commitment to immediately provide aid to the beneficiary of an assistance contract
when it finds himself in difficulty as a result of an unexpected event in the cases and
circumstances covered by the contract.

The aid may consist of cash benefits or benefits in kind. Benefits in kind may also be
provided through use of the service providero

The assistance activity does not cover servicing or maintenance, afteri sales services
or simple indication or provision of aid as an intermediary.

(3) This law shall not apply to the activity of providing assistance, insofar as it fulfils the
following conditions:

a) the assistance is provided in the event of an accident or breakdown affecting a road
vehicle where the accident or breakdown occurs on the Luxembourg territory;

b) the commitment under the assistance is limited to the following conditions:

- on-the-spot repairs for which the provider of the guarantee uses its own staff
and equipment in most cases;

- the transportation of the vehicle to the closest and most appropriate repair site
where these repairs may be carried out, as well as accompanied transport,
normally in the same vehicle, of the driver and his passengers to the closest
place from which they may continue their journey by other means, and

- where the home Member State of the provider of the guarantee so foresees,
transportation of the vehicle, accompanied by the driver and the passengers
where appropriate, to their domicile, their point of departure or their original
destination within the same Member State, and

c) the assistance is not provided by an undertaking subject to this law.

(4) In the cases referred to in paragraph 3, point b), indents 1 and 2, the condition of the
accident or breakdown occurring in the Grand Duchy of Luxembourg shall not apply
when the beneficiary is a member of the body providing the guarantee and the repair or
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transportation of the vehicle is carried out upon simple presentation of the membership
card, without payment of any additional premium, by a similar body in the country
concerned on the basis of a reciprocity agreement or, in the case of Ireland and the
United Kingdom, where the assistance is provided by a same body operating in these
two States.

(5) This law does not apply to assistance operations carried out by the Automobile Club du
Grand Duchy du Luxembourg where the accident or breakdown affecting a road vehicle
occurred outside the territory of the Grand Duchy of Luxembourg and the assistance
consists of transportation of the damaged or broken-down vehicle accompanied by the
driver and the passengers where appropriate, to their domicile.

(6) The CAA may check the insurance undertakings seeking or having obtained
authorisation for class 18 in Part A of Annex | on their direct or indirect resources in staff
and equipment, including the qualification of their medical teams and the quality of the
equipment available to such undertakings to meet their commitments arising out of that
class.

Section 3 - Legal expenses insurance
Art. 1801 Scope

(1) This Section shall apply to legal expenses insurance referred to in class 17 in Part A of
Annex | whereby an insurance undertaking promises, against the payment of a
premium, to bear the costs of legal proceedings and to provide other services directly
linked to insurance cover, in particular with a view to the following:

a) securing compensation for the loss, damage or injury suffered by the insured
person, by settlement out of court or through civil or criminal proceedings;

b) defending or representing the insured person in civil, criminal, administrative or
other proceedings or in respect of any claim made against that person.

(2) This Section shall not apply to any of the following:

a) legal expenses insurance where such insurance concerns disputes or risks arising
out of, or in connection with, the use of sea-going vessels;

b) the activity pursued by an insurance undertaking providing civil liability cover for the
purpose of defending or representing the insured person in any inquiry or
proceedings where that activity is at the same time pursued in the own interest of
that insurance undertaking under such cover;

c) the activity of legal expenses insurance undertaken by an assistance insurer which
complies with the following conditions:

- the activity is pursued in a Member State other than that in which the insured
person is habitually resident;

- the activity forms part of a contract covering solely the assistance provided for
persons who fall into difficulties while travelling, while away from their home or
their habitual residence.

For the purposes of point c) of subparagraph 1, the contract shall clearly state that the
cover concerned is limited to the circumstances referred to in that point and is ancillary
to the assistance.
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Art. 181 - Management of claims

(1) Any insurance undertaking authorised to conduct the business of legal expenses
insurance must adopt at least one of the methods for the management of claims set out
in paragraphs 2 and 3.

Whichever solution is adopted, the interest of persons having legal expenses cover shall
be regarded as safeguarded in an equivalent manner under this Section.

(2) Insurance undertakings shall ensure that no member of the staff who is concerned with
the management of legal expenses claims or with legal advice in respect thereof
pursues at the same time a similar activity in another undertaking having financial,
commercial or administrative links with the first insurance undertaking and pursuing one
or more of the other classes of insurance set out in Annex |.

Composite insurance undertakings shall ensure that no member of the staff who is
concerned with the management of legal expenses claims or with legal advice in respect
thereof pursues at the same time a similar activity for another class transacted by them.

(3) The insurance undertaking shall entrust the management of claims in respect of legal
expenses insurance to an undertaking having separate legal personality.

Where the undertaking having separate legal personality has links to an insurance
undertaking which carries on one or more of the classes of insurance referred to in Part
A of Annex |, members of the staff of the undertaking having separate legal personality
who are concerned with the management of claims or with legal advice connected with
such management shall not pursue the same or a similar activity in the other insurance
undertaking at the same time.

Chapter 31 Rules specific to reinsurance

Art. 182 - Finite reinsurance

Insurance and reinsurance undertakings which conclude finite reinsurance contracts or
pursue finite reinsurance activities must be able to properly identify, measure, monitor,
manage, control and report the risks arising from those contracts or activities, defined in
Article 43, point 29 of this law.

Art. 183 - Special purpose vehicles

(1) No special purpose reinsurance vehicle shall establish itself within the territory of the
Grand Duchy of Luxembourg without prior approval from the Minister.

(2) The special purpose reinsurance vehicles situated in the Grand Duchy of Luxembourg
fall within the exclusive competence of the CAA with regard to their prudential
supervision.

Under this law, special purpose reinsurance companies having their registered office in
the Grand Duchy of Luxembourg as well as special purpose reinsurance funds without
legal personality, whose management company has its registered office in the Grand
Duchy of Luxembourg, are deemed to be situated in the Grand Duchy of Luxembourg.

(3) Special purpose vehicles authorised by the Minister prior to 31 October 2015 shall be
subject to the law of 6 December 1991 on the insurance sector, as amended, and to its
implementing regulations. Any new activity commenced by such a special purpose
vehicle after that date shall be subject to the provisions of this law.
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Subtitle 111

Supervision of insurance and reinsurance undertakings in a group

Chapter 1 - Group supervision: definitions, application, scope and levels

Section 1 - Definitions
Art. 1847 Definitions
For the purposes of this subtitle the following definitions shall apply:

1. Aparticipating undertakingo: an undertaking w
undertaking which holds a participation, or an undertaking linked with another
undertaking by a relationship as set out in Article 22, paragraph 7 of Directive
2013/34/EU;

For the purposes of this subtitle, any undertaking which, in the opinion of the supervisory
authorities concerned, effectively exerts a dominant influence over another undertaking,
shall also be considered as a parent undertaking.

2. Arel ated undertakingo: either a subsidiary ur
participation is held, or an undertaking linked with another undertaking by a relationship
as set out in Article 22, paragraph 7 of Directive 2013/34/EU;

Any undertaking over which, in the opinion of the supervisory authorities concerned, a
parent undertaking effectively exerts a dominant influence, shall also be considered as
a subsidiary undertaking.

The holding, directly or indirectly, of the voting rights or capital of an undertaking over
which, in the opinion of the supervisory authorities concerned, a significant influence is
exerted, shall also be considered as a participation.

3. 7 g r oagpoap of undertakings that:

a) consists of a participating undertaking, its subsidiaries and the entities in which the
participating undertaking or its subsidiaries hold a participation, as well as
undertakings linked to each other by a relationship as set out in Article 22,
paragraph 7 of Directive 2013/34/EU; or

b) is based on the establishment, contractually or otherwise, of strong and sustainable
financial relationships among those undertakings, and that may include mutual or
mutual-type associations, provided that:

- one of those undertakings effectively exercises, through centralised
coordination, a dominant influence over the decisions, including financial
decisions, of the other undertakings that are part of the group; and,

- the establishment and dissolution of such relationships for the purposes of this
subtitle are subject to prior approval by the group supervisor,

where the undertaking exercising the centralised coordination shall be considered
as the parent undertaking, and the other undertakings shall be considered as
subsidiaries;

4. igroup supervisoro: t he supervisory aut hori
determined in accordance with Article 192;

5. icol |l ege of paunpaeent \strustwe fer ccooperation and coordination to
facilitate the decision-making relating to the group supervision;
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6.

Ainsurance holding companyo: a parent
holding company and the main business of which is to acquire and hold participations
in subsidiary undertakings, where those subsidiary undertakings are exclusively or
mainly insurance or reinsurance undertakings, or third-country insurance or reinsurance
undertakings, at least one of such subsidiary undertakings being an insurance or
reinsurance undertaking of the EEA;

Ami xaecd i vity insurance holding companyo
insurance undertaking, a third-country insurance undertaking, a reinsurance
undertaking, a third-country reinsurance undertaking, an insurance holding company or
a mixed financial holding company, which includes at least one insurance or reinsurance
undertaking among its subsidiary undertakings of the EEA.

Aimi xed financi al hol di ng | botdimpa@mpanry within the
meaning of Article 208, point 4.

Section 2 - Applicability and scope

Art. 185 - Applicability of group supervision

(1)

(2)

3)

(4)

The supervision, at the level of the group, of insurance and reinsurance undertakings
which are part of a group, shall be subject to the provisions of this subtitle.

The provisions of this law which lay down the rules for the supervision of Luxembourg
reinsurance undertakings taken individually shall continue to apply to such
undertakings, except where otherwise provided under this subtitle.

The supervision, at the level of the group, of Luxembourg undertakings shall apply as
follows:

a) to insurance or reinsurance undertakings, which are a participating undertaking in
at least one insurance or reinsurance undertaking, in accordance with Articles 190
to 202;

b) to insurance or reinsurance undertakings, the parent undertaking of which is an
insurance holding company or a mixed financial holding company which has its head
office in the EEA, in accordance with Articles 190 to 202;

c) to insurance or reinsurance undertakings, the parent undertaking of which is an
insurance holding company or a mixed financial holding company having its head
office outside the EEA or a third-country insurance or reinsurance undertaking, in
accordance with Articles 203 to 206;

d) to insurance or reinsurance undertakings, the parent undertaking of which is a
mixed-activity insurance holding company, in accordance with Article 207.

In the cases referred to in points (a) and (b) of paragraph 2, where the CAA is the group
supervisor and the participating insurance or reinsurance undertaking or the insurance
holding company which has its head office in the EEA is a related undertaking of a
regulated entity or a mixed financial holding company which is subject to supplementary
supervision in accordance with Article 5(2) of Directive 2002/87/EC, under the
conditions to be fixed be a CAA regulation, the CAA may, after consulting the other
supervisory authorities concerned, decide not to carry out at the level of that
participating insurance or reinsurance undertaking or that insurance holding company
or that mixed financial holding company the supervision of risk concentration referred
to in this law, the supervision of intra-group transactions referred to in paragraph 1 of
Article 190 of this law, or both.

Where, under this law, a mixed financial holding company is the subject of equivalent
provisions to those of Directive 2002/87/EC, in particular as regards the risk-based
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supervision, the CAA, when assuming the function of group supervisor, may, after
consulting the other supervisory authorities concerned, decide to apply only the relevant
provisions of Directive 2002/87/EC to that mixed financial holding company.

(5) Where, under this law, a mixed financial holding company is the subject of equivalent
provisions to those of Directive 2013/36/EU, in particular as regards the risk-based
supervision, the CAA, when assuming the function of group supervisor, may, with the
agreement of the supervisor on a consolidated basis of the banking sector or the
investment services sector, decide to apply only the provisions of those above
mentioned legislations applicable to the most important sector as determined in
accordance with Article 3 paragraph 2 of Directive 2002/87/EC.

(6) Where the CAA assumes the function of group supervisor, it shall inform EIOPA and
i E B%A of the decisions adopted in accordance with paragraphs 4 and 5.

Art. 186 - Scope of group supervision

(1) The provisions of this Article shall apply where the CAA exercises the function of group
supervisor.

(2) The exercise of group supervision in accordance with Article 185 shall not imply that the
CAA is required to play a supervisory role in relation to the third-country insurance or
reinsurance undertaking, , the insurance holding company, the mixed financial holding
company or the mixed-activity insurance holding company taken individually, without
prejudice to Article 201 as far as insurance holding companies or mixed financial holding
company are concerned.

(3) The CAA may decide on a case-by-case basis not to include an undertaking in the group
supervision referred to in Article 185 where:

a) the undertaking is situated in a third country where there are legal impediments to
the transfer of the necessary information;

b) the undertaking which should be included is of negligible interest with respect to the
objectives of group supervision; or

¢) the inclusion of the undertaking would be inappropriate or misleading with respect
to the objectives of the group supervision.

However, where several undertakings of the same group, taken individually, may be
excluded pursuant to point (b) of the first subparagraph, they must nevertheless be
included where, collectively, they are of non-negligible interest.

Where the CAA is of the opinion that an insurance or reinsurance undertaking should
not be included in the group supervision under points (b) or (c) of the first
subparagraph, it shall consult the other supervisory authorities concerned before
taking a decision.

Where the CAA does not include an insurance or reinsurance undertaking in the group
supervision under point (b) or (c) of the first subparagraph, the supervisory authorities
of the Member State in which that undertaking is situated may ask the undertaking
which is at the head of the group for any information which may facilitate their
supervision of the insurance or reinsurance undertaking concerned.

52|aw of 15 December 2019
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Section 3 - Levels
Art. 187 - Ultimate parent undertaking at Community level

(1) Where the Luxembourg participating insurance or reinsurance undertaking, the
Luxembourg insurance holding company or the Luxembourg mixed financial holding
company referred to in Article 185 paragraph 2, points a) and b) is itself a subsidiary
undertaking of another insurance or reinsurance undertaking, of another insurance
holding company or of another mixed financial holding company which has its head
office in the EEA, the group supervision referred to in this subtitle shall apply only at the
level of the ultimate parent insurance or reinsurance undertaking, insurance holding
company or mixed financial holding company which has its head office in the EEA.

(2) Where the ultimate parent insurance or reinsurance undertaking or insurance holding
company which has its head office in the EEA, referred to in paragraph 1, is a subsidiary
undertaking of an undertaking which is subject to supplementary supervision in
accordance with Article 5 paragraph 2 of Directive 2002/87/EC, the CAA, when
exercising the role of group supervisor, may, after consulting the other supervisory
authorities concerned, decide not to carry out at the level of that undertaking, company
or ultimate parent undertaking the supervision of risk concentration or the supervision
of intra-group transactions, both referred to in Article 190 paragraph 1, or both.

Art. 188 - Ultimate parent undertaking at national level

(1) Where the Luxembourg participating insurance or reinsurance undertaking, the
Luxembourg insurance holding company or the Luxembourg mixed financial holding
company, referred to in Article 185 paragraph 2, points a) and b), the ultimate parent
undertaking of which at EEA level, as referred to in Article 187, has its registered office
outside the Grand Duchy of Luxembourg, the CAA may, after consulting the supervisor
of the group and the ultimate parent undertaking at EEA level, apply group supervision
to the insurance or reinsurance undertaking, insurance holding company or mixed
financial holding company at Luxembourg | evel
ultimate parent undertakingo.

In such a case, the CAA shall explain its decision to both the group supervisor and the
ultimate parent undertaking at EEA level.

Articles 190 to 202 shall apply, subject to the provisions set out in paragraphs 2 and 3.

(2) The CAA may restrict group supervision of the Luxembourg ultimate parent undertaking
to one or several sections of Chapter 2.

(3) A CAA regulation shall determine the conditions of application of this Article.

Art. 189 - Parent undertaking covering several Member States

(1) In the case where a Luxembourg ultimate parent undertaking is a participating
undertaking of a national ultimate parent undertaking of another Member State, the CAA
may conclude an agreement with the supervisory authority in that other Member State,
with a view to carrying out group supervision at the level of a subgroup covering several
Member States.

(2) In the case where a Luxembourg ultimate parent undertaking is a related undertaking
of a national ultimate parent undertaking of another Member State, the CAA may
conclude an agreement with the supervisory authority in that other Member State, with
a view to the carrying out of the group supervision by that other supervisory authority at
the level of a subgroup covering several Member States.
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Where the CAA has concluded such an agreement, it shall not carry out any group
supervision at the level of the Luxembourg ultimate parent undertaking.

(3) The agreements referred to in paragraphs 1 and 2 shall be reported to the group
supervisor and the ultimate parent undertaking at EEA level.

(4) The provisions of Article 188, paragraphs 1 and 2 shall apply.

Chapter 21 Financial position and system of governance

Art. 1901 Supervision of the financial position and system of governance

(1) Where the CAA exercises the function of group supervisor, the supervision of the group
solvency shall be exercised in accordance with paragraphs 2 and 3 of this Article, Article
185 and Chapter 3 and the supervision of the concentration risk and the intra-group
transactions shall be exercised in accordance with the provisions of a CAA regulation.

(2) Inthe case referred to in Article 185, paragraph 2, point a), the Luxembourg participating
insurance or reinsurance undertakings shall ensure that eligible own funds are available
in the group which are always at least equal to the group Solvency Capital Requirement
as calculated in accordance with the provisions of a CAA regulation.

(3) In the case referred to in Article 185, paragraph 2, point b), Luxembourg insurance and
reinsurance undertakings in a group shall ensure that eligible own funds are available
in the group which are always at least equal to the group Solvency Capital Requirement
as calculated in accordance with the provisions of a CAA regulation.

(4) The requirements referred to in paragraphs 2 and 3 shall be subject to supervisory
review by the group supervisor in accordance with Chapter 3. Articles 122 and 124,
paragraphs 1 to 4 shall apply.

(5) As soon as the participating undertaking has observed and informed the CAA as group
supervisor that the group Solvency Capital Requirement is no longer complied with or
that there is a risk of non-compliance in the following three months, the CAA shall inform
the other supervisory authorities within the college of supervisors, which shall analyse
the situation of the group.

(6) The conditions regarding the control mechanism of the governance system shall be
detailed by a CAA regulation.

Art. 191 - Frequency of calculation

(1) Where the CAA is the group supervisor, it shall ensure that the calculations referred to
in Article 190, paragraphs 2 and 3 are carried out at least annually, either by the
participating insurance or reinsurance undertakings, by the insurance holding company
or by the mixed financial holding company.

The relevant data for and the results of that calculation shall be submitted to the CAA
by the participating insurance or reinsurance undertaking or, where the group is not
headed by an insurance or reinsurance undertaking, by the insurance holding company,
by the mixed financial holding company or by the undertaking in the group identified by
the CAA after consulting the other supervisory authorities concerned and the group
itself.

(2) The insurance and reinsurance undertaking, the insurance holding company and the
mixed financial holding company referred to in paragraph 1 shall monitor the group
Solvency Capital Requirement on an on-going basis. Where the risk profile of the group
deviates significantly from the assumptions underlying the last reported group Solvency
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Capital Requirement, the group Solvency Capital Requirement shall be recalculated
without delay and reported to the group supervisor.

Where there is evidence to suggest that the risk profile of the group has altered
significantly since the date on which the group Solvency Capital Requirement was last
reported, the CAA may require a recalculation of the group Solvency Capital
Requirement.

The conditions regarding the solvency calculation of this paragraph shall be determined
by a CAA regulation.

Chapter 3 - Measures to facilitate group supervision

Art. 192 - Group Supervisor

(1) A single supervisor, responsible for coordination and exercise of group supervision
(hereinafter referred to a s 0 g wper vi sor 0) , shall be
supervisory authorities of the Member States concerned. The CAA shall exercise the
function of group supervisor in the cases under this Article.

(2) Where the CAA is the competent supervisory authority for all insurance and reinsurance
undertakings in a group, it shall exercise the function of group supervisor.

In all other cases the CAA shall be the group supervisor:

a)
b)

d)

f)

9)

where a group is headed by a Luxembourg insurance or reinsurance undertaking;

where the parent of an insurance or reinsurance undertaking is an insurance holding
company or a mixed financial holding company, and the group includes only
Luxembourg insurance or reinsurance undertakings;

where several insurance or reinsurance undertakings with a head office in different
Member States of the EEA have as their parent the same Luxembourg insurance
holding company or Luxembourg mixed financial holding company, and one of those
undertakings has been authorised in the Grand Duchy of Luxembourg;

where the group is headed by more than one insurance holding company or mixed
financial holding company with a head office in different Member States, and there
is an insurance or reinsurance undertaking in each of those Member States, and the
insurance or reinsurance undertaking with the largest balance sheet total is a
Luxembourg undertaking;

where several insurance or reinsurance undertakings with a head office in different
EEA States have as their parent the same insurance holding company and none of
those undertakings has been authorised in the Member State in which the insurance
holding company or the mixed financial holding company has its head office, and
the insurance or reinsurance undertaking with the largest balance sheet total is a
Luxembourg undertaking; or

where the group is a group without a parent undertaking, or in any circumstances
not referred to in points b) to e), and the insurance or reinsurance undertaking with
the largest balance sheet total is a Luxembourg undertaking;

where the supervisory authorities concerned have, at the request of one of them,
taken a joint decision to derogate from the criteria set out in points a) to f) above,
and have designated the CAA as group supervisor.

(3) By way of derogation from points a) to f) of paragraph 2, the CAA shall not exercise the
function of group supervisor where the supervisory authorities concerned have taken
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the joint decision referred to in point g) of paragraph 2 to designate a supervisory
authority other than the CAA.

(4) The CAA may request that a discussion be opened on whether the criteria referred to
in points a) to f) of paragraph 2 are appropriate. Such a discussion shall not take place
more often than annually.

The supervisory authorities concerned shall do everything within their power to reach a
joint decision on the choice of the group supervisor within three months from the request
for discussion. Before taking their decision, the supervisory authorities concerned shall
give the group an opportunity to state its opinion.

(5) During the three-month period referred to in the second subparagraph of paragraph 4,
and for such time as no joint decision has been taken, the CAA may submit the case to
EIOPA for decision. The joint decision of the supervisory authorities shall be postponed
and then comply with the EIOPA decision.

(6) That joint decision resulting from paragraphs 4 and 5 shall be recognised as definitive
and shall be applied by the CAA.

In the absence of a joint decision, the task of group supervisor shall be exercised by the
supervisory authority identified in accordance with paragraph 2.

Art. 193 7 Missions of the group supervisor and the other supervisors - College of
supervisors

(1) Where the CAA exercises the function of group supervisor, its missions with regard to
group supervision shall comprise the following:

a) coordination of the gathering and dissemination of relevant or essential information
for going concern and emergency situations, including the dissemination of
information which is of importance for the supervisory task of a supervisory
authority;

faa)set up and preside a*®* college of supervisors;

b) ensuring the supervisory review and assessment of the financial situation of the
group;

c) assessment of compliance of the group with the rules on solvency and of risk
concentration and intra-group transactions as set out in paragraph 1 of Article 190;

d) assessment of the system of governance of the group, in accordance with the
conditions set out by a CAA regulation, and of whether the members of the
administrative, management or supervisory body of the participating undertaking
fulfil the requirements set out in Articles 72 and 201;

e) planning and coordination, through regular meetings held at least annually or
through other appropriate means, of supervisory activities in going-concern as well
as in emergency situations, in cooperation with the supervisory authorities
concerned and taking into account the nature, scale and complexity of the risks
inherent in the business of all undertakings that are part of the group;

f) effecting other tasks, measures and decisions assigned to the group supervisor by
this law and its implementing regulations, or deriving from the application of this Law
and its implementing regulations.

g) informing the college of supervisors that it has been appointed as group supervisor
in accordance with Article192, paragraph 2, point g);
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h) submitting to the group the joint decision of the supervisory authorities concerned
to derogate from the criteria set out in points a) to f) of paragraph 2 of Article 192
with its full reasoning;

i) submitting the joint decision referred to in paragraph 6 of Article 192 with its full
reasoning to the group and the college of supervisors;

j) transmitting any decision regarding the coordination arrangements, taken in
accordance with an EIOPA decision, to the other supervisory authorities concerned.

"(1a) The composition of the college of supervisors referred to in paragraph 1, point aa), shall
include, in addition to the CAA who is presiding, the supervisory authorities of all Member
States in which a subsidiary undertaking has its registered office.

The supervisory authorities responsible for large branches and affiliated undertakings
may participate in the college of supervisors. However, their participation is limited only
to the achievement of the objective of ensuring an effective exchange of information.

Specific activities of the college may be carried out by a limited number of authorities in
order to ensure the proper functioning of the college of supervisors.

The college of supervisors shall ensure that cooperation, exchanges of information and
consultations between the supervisory authorities which are members of the college of
supervisors take place in accordance with Title Ill of Directive 2009/138/EC.&*

(2) The CAA shall participate in the college of supervisors where the group includes a
Luxembourg insurance or reinsurance undertaking or where the CAA exercises the
function of group supervisor. In addition, the CAA may request to participate in the
activities of the college where a significant branch of an undertaking that is part of the
group, is situated in the Grand Duchy of Luxembourg.

Where the group supervisor fails to carry out the tasks referred to in points a) to f) of
paragraph 1 or where the members of the college of supervisors do not cooperate to
the extent required in this paragraph, the CAA may refer the matter to EIOPA and
request its assistance.

(3) Without prejudice to any other measure adopted pursuant to prudential regulation, the
establishment and functioning of the college of supervisors, referred to in paragraph 2
shall be based on coordination arrangements concluded by CAA and the other
supervisory authorities concerned.

In the event of diverging views concerning the coordination arrangements, the CAA may
refer the matter to EIOPA.

The CAA, when exercising the function of group supervisor, shall take its final decision
in accordance with the EIOPA decision.

(4) Without prejudice to any other measure adopted pursuant to prudential regulation, a
CAA regulation shall specify the procedures that the coordination arrangements
referred to in paragraph 3 must follow.

Art. 194 - Cooperation and exchange of information between supervisory authorities

(1) The CAA shall cooperate closely with the other supervisory authorities concerned, in
particular in cases where an insurance or reinsurance undertaking encounters financial
difficulties.

With the objective of ensuring that the supervisory authorities, including the group
supervisor, have the same amount of relevant information available to them, without
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prejudice to their respective responsibilities, and irrespective of whether they are
established in the same Member State, the CAA shall exchange such information with
the supervisory authorities concerned in order to allow and facilitate the exercise of the
supervisory tasks of the latter. In that regard, the CAA shall communicate without delay
all relevant information as soon as it becomes available or on demand. The information
referred to in this subparagraph includes, but is not limited to, information about actions
of the group and measures taken by the CAA, as well as information provided by the
group.

The CAA, when exercising the function of group supervisor, transmits information
regarding the group, in accordance with Articles 50, 82 paragraphl) and 198
paragraph?2), especially in relation to its legal structure, its governance system and its
organisational structure to the supervisory authorities concerned and to EIOPA.

Where a supervisory authority has not communicated relevant information or a request
for cooperation, in particular to exchange relevant information, has been rejected or has
not been acted upon within two weeks, the CAA may refer the matter to EIOPA.

(2) The CAA shall call immediately for a meeting of all supervisory authorities involved in
group supervision in at least the following circumstances:

a) where it becomes aware of a significant breach of the Solvency Capital Requirement
or a breach of the Minimum Capital Requirement of an individual insurance or
reinsurance undertaking;

b) where it becomes aware of a significant breach of the Solvency Capital
Requirement at group level calculated on the basis of consolidated data or the
aggregated group Solvency Capital Requirement, in accordance with the calculation
method used in accordance with Sub-Title Ill, Chapter 2;

c) where other exceptional circumstances are occurring or have occurred.

Art. 195 - Consultation between supervisory authorities

(1) Without prejudice to Article 193, the CAA shall, where a decision is of importance for
the supervisory tasks of other supervisory authorities, prior to that decision, consult the
other supervisory authorities within the college of supervisors with regard to the
following:

a) such changes in the shareholder structure and organisational or management
structure of the insurance and reinsurance undertakings in a group, which require
the approval or authorisation of the CAA;

b) any decision on the extension of the recovery period under Article 124 paragraphs
3 and 4; and

c) any major sanctions or exceptional measures taken by the CAA, including the
imposition of a capital add-on to the Solvency Capital Requirement under Article 64
and the imposition of any limitation on the use of an internal model for the calculation
of the Solvency Capital Requirement required under the provisions of a CAA
regulation.

For the purposes of points b) and c), the group supervisor shall always be consulted.

In addition, the CAA shall, where a decision is based on information received from
other supervisory authorities, consult the supervisory authorities concerned prior to
that decision.

(2) Without prejudice to Article 193, the CAA may decide not to consult in cases of urgency
or where such consultation may jeopardise the effectiveness of the decision. In that
case, the CAA shall, without delay, inform the other supervisory authorities concerned.
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Art. 196 - Requests from the group supervisor to other supervisory authorities

The CAA, where it is the group supervisor, may invite the supervisory authorities of the
Member State in which a parent undertaking has its head office, and which do not
themselves exercise the group supervision, to request from the parent undertaking any
information which would be relevant for the exercise of its coordination rights and duties as
laid down in Article 193, and to transmit that information to the CAA.

The CAA, where it is the group supervisor shall, when it needs information referred to in
Article 198 paragraph 2 which has already been given to another supervisory authority,
contact that authority whenever possible in order to prevent duplication of reporting to the
various authorities involved in supervision.

Art. 197 - Cooperation with authorities responsible for credit institutions and
investment firms

Where a Luxembourg insurance or reinsurance undertaking and either a credit institution
as defined in regulation (EU) no 575/2013 or an investment firm as defined in Directive
2004/39/EC, or both, are directly or indirectly related or have a common participating
undertaking, the CAA and the authorities responsible for the supervision of those other
undertakings shall cooperate closely.

Without prejudice to their respective responsibilities, the CAA shall provide the other
competent authorities concerned with any information likely to simplify their task, in
particular as set out in this subtitle.

Art. 198 - Access to information

(1) Luxembourg natural and legal persons included within the scope of group supervision,
and their related undertakings and participating undertakings, are able to exchange any
information which could be relevant for the purposes of group supervision.

(2) Where the CAA is responsible for exercising group supervision, it shall have access to
any information relevant for the purposes of that supervision regardless of the nature of
the undertaking concerned. The provisions of paragraphs 1 to 5 of Article 62 shall apply.

it may only apply directly to the undertaki

when the information has been requested from one of the Luxembourg insurance or
reinsurance undertakings subject to group supervision and this undertaking has not

provided the information within a reasonabl e

The CAA, where it exercises the function of group supervisor may limit regular
supervisory reporting with a frequency shorter than one year at the level of the group
where all insurance or reinsurance undertakings within the group benefit from the
limitation of regular supervisory reporting, taking into account the nature, scale and
complexity of the risks inherent in the business of the group.

The CAA, where it exercises the function of group supervisor may exempt from reporting
on an item-by-item basis at the level of the group where all insurance or reinsurance
undertakings within the group benefit from the exemption from the regular supervisory
reporting requirement, taking into account the nature, scale and complexity of the risks
inherent in the business of the group and the objective of financial stability.

[é] (repealed by the | aw of 15 December
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Art. 199 - Verification of information

(1) The CAA may carry out within the Grand Duchy of Luxembourg, either directly or
through the intermediary of persons whom it appoints for that purpose, on-site
verification of the information referred to in Article 198 on the premises of any of the
following:

a) the insurance or reinsurance undertaking subject to group supervision;
b) related undertakings of that insurance or reinsurance undertaking;
c) parent undertakings of that insurance or reinsurance undertaking;

d) related undertakings of a parent undertaking of that insurance or reinsurance
undertaking.

(2) Where the CAA wishes in specific cases to verify the information concerning an
undertaking, whether regulated or not, which is part of a group and is situated in another
Member State, it shall ask the supervisory authorities of that other Member State to
have the verification carried out.

The CAA, where it receives such a request shall, within the framework of its
competences, act upon that request either by carrying out the verification directly, by
allowing an approved auditor or expert to carry it out, or by allowing the authority which
made the request to carry it out itself. The group supervisor shall be informed of the
action taken.

The supervisory authority which made the request may, where it so wishes, participate
in the verification when it does not carry out the verification directly. In that case, EIOPA
may participate in that joint inspection.

(3) Where the request from the CAA to another supervisory authority to have a verification
carried out in accordance with this paragraph has not been acted upon within two
weeks, or where the CAA has made a request but is unable in practice to exercise its
right to participate in the verification in accordance with the third subparagraph of
paragraph 2, it may refer the matter to EIOPA.

Art. 200 - Group solvency and financial condition report and publication

(1) Luxembourg insurance and reinsurance undertakings, Luxembourg insurance holding
companies and Luxembourg mixed financial holding companies shall disclose publicly,
on an annual basis, a report on the solvency and financial condition at the level of the
group. Articles 82 and 84 to 87 shall apply.

(2) A Luxembourg participating insurance or reinsurance undertaking, a Luxembourg
insurance holding company or a Luxembourg mixed financial holding company, subject
to the agreement of the group supervisor, may provide a single solvency and financial
condition report which shall comprise the following:

a) the information at the level of the group which must be disclosed in accordance with
paragraph 1,

b) the information for any of the subsidiaries within the group which must be individually
identifiable and disclosed in accordance with Articles 82 and 84 to 87.

Before granting the agreement in accordance with the first subparagraph, the CAA as
group supervisor shall consult and duly take into account any views and reservations of
the members of the college of supervisors.

96/262



(3) Where the report referred to in paragraph 2 fails to include information which the CAA
requires comparable Luxembourg undertakings to provide, and where the omission is
material, the CAA shall have the power to require the subsidiary concerned to disclose
the necessary additional information.

(4) Luxembourg insurance and reinsurance undertakings, insurance holding companies
and mixed financial holding companies shall disclose publicly, at the level of the group,
on an annual basis, the legal structure and the governance and organisational structure,
including a description of all subsidiaries, material related undertakings and significant
branches belonging to the group.

Art. 201 - Administrative, management or supervisory body of insurance holding
companies and mixed financial holding companies

All persons who effectively run a Luxembourg insurance holding company or a mixed
financial holding company must be fit and proper to perform their duties.

The provisions of Article 72 shall apply.

Art. 202 - Enforcement measures

(1) Where the insurance or reinsurance undertakings in a group do not comply with the
requirements referred to in Articles 191 and 192 or where the requirements are met
but solvency may nevertheless be jeopardised or where the intra-group transactions
or the risk concentrations are a threat to the financial position of the said insurance or
reinsurance undertakings, the CAA shall impose the necessary measures in order to
rectify the situation as soon as possible:

a) with respect to the insurance holding company or mixed financial holding company
where the CAA exercises the function of group supervisor;

b) with respect to the Luxembourg insurance and reinsurance undertakings.

Where the CAA exercises the function of group supervisor but the insurance holding
company or the mixed financial holding company has its head office in another Member
State, it shall inform those supervisory authorities concerned of its findings with a view
to enabling them to take the necessary measures.

Where the CAA as group supervisor is not the supervisory authority of the Member
State in which the insurance or reinsurance undertaking, which has to be subject to a
measure, has its registered office, the CAA shall inform those supervisory authorities
concerned of its findings with a view to enabling them to take the necessary measures.

Where the CAA is informed of such findings by another supervisory authority exercising
the function of group supervisor, it shall where appropriate, at the level of the
Luxembourg insurance or reinsurance undertakings which belong to the group, take
the measures referred to in Article 4 paragraph 9, in Articles 303 to 306 and in Part I,
Title 11, Subtitle I, Chapter 7 or any other measure necessary to safeguard the interests
of insured persons.

The CAA together with the supervisory authorities concerned, shall where appropriate
coordinate their enforcement measures.

(2) Where the CAA, in the exercise of its function as group supervisor, finds that the
requirements referred to in Articles 191 and 192 are no longer met at the level of the
group or are met but solvency of the group may nevertheless be jeopardised or where
the intra-group transactions or the risk concentrations are a threat to the financial
position of the regulated entities which belong to the group dor where the CAA is
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informed of such findings by another supervisory authority acting as group
supervisor®®, it may take with respect to the Luxembourg insurance holding companies
or the Luxembourg mixed financial holding companies which are part of the group the
measures referred to in Article 4 paragraph 9, in Articles 303 to 306 and in Part II, Title
II, Subtitle I, Chapter 7 or any other measure necessary to safeguard the interests of
insured persons. The CAA shall, in addition, inform the other interested competent
authorities of its findings.

Chapter 41 Third-country undertakings

Art. 203 - Parent undertakings with registered office outside the EEA: verification of
equivalence

In the case referred to in Article 185, paragraph 2, point c), the CAA, where it exercises the
function of group supervisor in accordance with Article 192 paragraph 2, shall verify whether
the insurance and reinsurance undertakings, the parent undertaking of which has its
registered office outside the EEA, are subject to supervision, by a third-country supervisory
authority, which is equivalent to that provided for by this Subtitle on the supervision at the
level of the group of insurance and reinsurance undertakings referred to in Article 185,
paragraph 2, points a) and b).

Where no decision has been taken with regard to the equivalence, the verification shall be
carried out by the CAA, at the request of the parent undertaking or of any of the insurance
and reinsurance undertakings authorised in the EEA, or on its own initiative, if, pursuant to
the criteria set out in Article 192 paragraph 2, the CAA would be the group supervisor
(hereinafter desi gnated as the fAacting group supervis
assisted by EIOPA, consult the other supervisory authorities concerned, before taking a
decision on equivalence. That decision shall be taken in accordance with the criteria
adopted in accordance with EEA regulation. In that case, the CAA shall not take any
decision in relation to a third country that is in opposition to any previous decision taken vis-
a-vis that third country, save where it is necessary to take into account significant changes
to the supervisory regime applicable in the EEA or in the third country.

Where a supervisory authority other than the CAA is the acting group supervisor and the
CAA disagrees with the decision taken by that supervisory authority with regard to
equivalence, it may refer the matter to EIOPA and request its assistance within three
months after notification of the decision by the acting group supervisor.

Where the prudential regulation determines that the prudential regime of a third country is
temporarily equivalent, Article 204 shall apply, unless there is an insurance or reinsurance
undertaking situated in the EEA which has a balance sheet total that exceeds the balance
sheet total of the parent undertaking situated outside the EEA. In that case, the task of the
group supervisor shall be exercised by the acting group supervisor.

Art. 204 - Parent undertakings with registered office outside the EEA: equivalence

(1) In the event of equivalent supervision referred to in Article 203, the CAA shall rely on
the equivalent group supervision exercised by the third-country supervisory authorities,
in accordance with paragraph 2.

(2) The provisions of Articles 192 to 202 shall apply to the cooperation with third-country
supervisory authorities.

56 Law of 27 February 2018
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Art. 205 - Parent undertakings with registered office outside the EEA: absence of
equivalence

(1) Where the verification carried out pursuant to Article 203 and without prejudice to the
methods referred to in paragraph 2, reveals the absence of equivalent supervision or
where, in the case of temporarily equivalence Article 204 is not applied in accordance
with subparagraph 4 of Article 203, the insurance and reinsurance undertakings shall
be subject to Articles 190 to 202.

The general principles and methods set out in Articles 190 to 202 shall apply at the level
of the insurance holding company, mixed financial holding company, third-country
insurance undertaking or third-country reinsurance undertaking.

For the sole purpose of the group solvency calculation, the parent undertaking shall be
treated as if it were an insurance or reinsurance undertaking subject to the same
conditions as laid down in Part 2, Title Il, Subtitle I, Chapter 6 , Section 4 as regards the
own funds eligible for the Solvency Capital Requirement and for the solvency
requirement fixed by a CAA regulation.

(2) Where the CAA exercises the function of group supervisor, it may apply other methods
which ensure appropriate supervision of the insurance and reinsurance undertakings in
a group. Those methods must be agreed by the group supervisor, after consulting the
other supervisory authorities concerned.

The CAA may in particular require the establishment of an insurance holding company
which has its registered office in the EEA or a mixed financial holding company which
has its registered office in the EEA, and apply this Subtitle to the insurance and
reinsurance undertakings in the group headed by that insurance holding company or
mixed financial holding company.

The methods chosen shall allow the objectives of the group supervision as defined in
this Subtitle to be achieved and shall be notified to the other supervisory authorities
concerned and the Commission.

Art. 206 - Parent undertakings with registered office outside the EEA: levels

Where the parent undertaking referred to in Article 203 is itself a subsidiary of an insurance
holding company or a mixed financial holding company having its registered office outside
the EEA or of a third-country insurance or reinsurance undertaking, the CAA shall apply the
verification provided for in Article 203 only at the level of the ultimate parent undertaking
which is a third-country insurance holding company, a third-country mixed financial holding
company, a third-country insurance undertaking or a third-country reinsurance undertaking.

However, the CAA may, in the absence of equivalent supervision referred to in Article 203,
carry out a new verification at a lower level where a parent undertaking of insurance or
reinsurance undertakings exists, whether at the level of a third-country insurance holding
company, a third-country mixed financial holding company, or an insurance or reinsurance
undertaking having its registered office outside the EEA.

In such a case, the CAA shall explain its decision to the group.
The provisions of Article 205 shall apply.
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Chapter 5 - Mixed-activity insurance holding companies

Art. 207 - Intra-group transactions

(1) Where the parent undertaking of one or more Luxembourg insurance or reinsurance
undertakings is a mixed-activity insurance holding company, the CAA shall exercise
general supervision over transactions between those insurance or reinsurance
undertakings and the mixed-activity holding company and its related undertakings.

(2) Articles 194 to 199 and the provisions relating to the supervision of intra-group
transactions of the CAA regulation adopted in application of Article 190, paragraph 1
shall apply mutatis mutandis.

Subtitle IV

Provisions on the supplementary supervision of insurance and reinsurance
undertakings belonging to afinancial conglomerate

Chapter 1 - Definitions

Art. 208 1 Definitions

For the purposes of this subtitle and the regulations thereunder, the following definitions
shall apply:

1. Aicompetent authorit i e sfdMemberistatesinaestédavithdebal aut hor
or regulatory power to supervise, individually or at group level, one or more categories
of regulated entities. In Luxembourg, supervision of insurance and reinsurance
undertakings comes within the remit of the CAA and the supervision of credit
institutions, investment firms, asset management companies or managers of
alternative investment funds comes within the remit of the CSSF;

2. Aicompetent authorities concerned?o:

a) the competent authorities of Member States responsible for the consolidated
sector al supervision of a financi al congl ol
for the supervision of an ultimate parent undertaking of a sector;

b) the coordinator appointed pursuant to Article 217, if different from the authorities
referred to in point a);

c) other interested competent authorities when the authorities referred to in a) and b)
consider it appropriate. Until the entry into force of any technical regulatory
standards adopted in accordance with Article 21bis, paragraph 1, point b) of
Directive 2002/87/EC, such consideration shall take account of the market share
held by the financi al congl omeratebfs regul a
particularly if it exceeds 5%, together with the importance within the financial
conglomerate of any regulated entity established in another Member State.

Interested competent authorities means those competent authorities tasked with
the supervision of the regulated entties belonging to a given financial
conglomerate;

3. Aj oint committeeo: t hneArtideo5# rofi Regulateon (EW) fNe.r r e d t
1094/2010;
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4. Ami xed financial holding companyod: a parent
which together with its subsidiaries, at least one of which is a regulated entity having
its registered office within the European Union, and other entities, forms a financial
conglomerate;

5, Aiconcentration of ri skso: any risk exposure
enough to threaten the solvency or the financial position in general of the regulated
entities belonging to the said conglomerate. Such exposure may result from
counterparty or credit risks, investment risks, insurance or market or other risks, or
from a combination or interaction of such risks;

6. Afinanci al congl omer at e 0: a aguptedoentipy isatrthes ub gr ot
head of the group or subgroup or in which at least one of the subsidiaries of the said
group or subgroup is a regulated entity and which meets all the following conditions:

a) where a regulated entity is at the head of the group or subgroup:

- this entity is the parent undertaking of a financial sector entity, or an entity
having a holding in a financial sector entity, or an entity affiliated to another
financial sector entity by the fact of being placed under the same management
by virtue of a contract or clauses in its articles of association, or by the fact of
having administrative, management or supervisory bodies the majority of
which are composed of the same persons,

- at least one entity of the group or subgroup belongs to the insurance sector
and at least one entity belongs to the banking sector or to the investment
services sector, and

- the groupo6s or subgroupo6s consolidated
insurance sector and in the banking sector and in the investment services
sector are substantial within the meaning of paragraphs 2 or 3 of Article 209;
or

b) where the entity at the head of the group or subgroup is not a regulated entity:

- the groupds or subgroupbébs business is pr
sector within the meaning of paragraph 1 of Article 209, and

- at least one entity of the group or subgroup belongs to the insurance sector
and at least one entity belongs to the banking sector or to the investment
services sector,

- the groupbds or s ub idated or@aggeegaedbusinessiathedd conso
i nsurance sector and the entitiesd busin
investment services sector are substantial within the meaning of paragraphs 2
or 3 of Article 209;

7. Aicoordinator o: t h e responsilplee foe theé coadinatibno andt vy
performance of the supplementary supervision at the level of a financial conglomerate,
appointed from among the competent authorities which have approved the regulated
entities belonging to the said financial conglomerate, including those of the Member
State in which the mixed activity financial holding company has its registered office;

8. Air egul at ea creditnibsiitutignd an insurance undertaking, a reinsurance
undertaking, an investment firm, a portfolio management firm or an alternative
investment fund manager;

9. Ai nvestment firmo: an investment firm within
Article 4 of Directive 2004/39/EC, including the undertakings referred to in paragraph
1, point 25 of Article 4 of Regulation (EU) No. 575/2013, or an undertaking with
registered office in a third country and which would require an approval in accordance
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10.

11.

12.

13.

14.

15.

with Directive 2004/39/EC if its registered office was located in the EEA. In
Luxembourg, this applies to any person referred to in Subsection | of Section 2 of
Chapter 2 of Part 1 of the amended Law of 5 April 1993 on the financial sector;

Asubsidiary wundertakingo: an undertaki

point 11 are held. The subsidiaries of a subsidiary are also deemed to be subsidiaries
of the parent undertaking;

ng i n

Aparent undertakingo: an undertaking holding

a) it holds the majority of the voting rights of the shareholders or partners of an
undertaking, or

b) itis entitled to appoint or dismiss the majority of the members of the administrative,
management or supervisory bodies of an undertaking and is at the same time a
shareholder or partner of the said undertaking, or

c) it is entitled to exert a dominant influence over an undertaking of which it is a
shareholder or partner by virtue of a contract entered into with it or by virtue of a
clause in its articles of association, where the right relating to the said undertaking
allows it to be made subject to such contracts or clauses in its articles of
association, or

d) it is a shareholder or partner in an undertaking and, by virtue of an agreement
entered into with other shareholders or partners of the said undertaking, alone
controls the majority of the voting rights of its shareholders or partners, or

e) in the opinion of the competent authorities, it effectively exerts a dominant
influence over an undertaking;

fcredit institutiond: a credit institu
No. 575/2013. In Luxembourg, this applies to any legal person whose activities
correspond to the definition in point 12 of Article 1 of the amended Law of 5 April 1993
on the financial sector;

falternative investment fund manager 0:
the meaning of paragraph 1, points b), I) and ab) of Article 4 of Directive 2011/61/EU
or a company with registered office in a third country and which would require an
approval in accordance with the said Directive if its registered office was in the EEA;

fi g r o u poop of Lndergakings composed of a parent undertaking, its subsidiaries
and entities in which the parent undertaking or its subsidiaries have a holding, as well
as undertakings linked by the fact of being placed under the same management by
virtue of a contract or clauses in the articles of association, or by the fact of having
administrative, management or supervisory bodies the majority of which are
composed of the same persons, including any subgroup of the group;

ficl ose | inkso0: a osmote natutalioolagal personsvare lickéd by av o

control or a holding, or a situation where at least two natural or legal persons are
permanently linked to the same person by a controlling relationship.

For the purpose of this definition:

- 0 c ont r elationshiptbétveeen a parent undertaking and a subsidiary in the
cases referred to in point 11, the relationship between undertakings linked by
the fact of being placed under the same management or a similar relationship
between any natural person or legal person and an undertaking;

- Aihol dingo: rights in the <capital of

documents which by creating a permanent link with the latter are intended to
contribute to the business of the undertaking holding these rights or the fact of
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16.
17.

18.

holding, either directly or indirectly at least 20% of the voting rights or the capital
of an undertaking;

ithird countryo: a State other than a

Afsectrada&lso: the rules relating to the,
arising from national legislation, including the legislation implementing European
Directives, especially Directives 2004/39/EC, 2013/36/EU and 2009/138/EU, and from
directly applicable European legislation.

Aifinanci al sector o: ar nore oftthe rentitieoas peremafttdr
enumerated:

a) the banking sector, which consists of credit institutions, financial institutions and

ancillary services undertakings within the meaning of points 1, 18 and 26 of Article
4, paragraph 1 of Regulation (EU) No. 575/2013,

b) the insurance sector, which consists of insurance undertakings within the meaning

c)

19.

20.

21.

of point 1 of Article 13 of Directive 2009/138/EC, reinsurance undertakings within
the meaning of point 4 of Article 13 of Directive 2009/138/EC, insurance holding
companies within the meaning of point f) of paragraph 1 of Article 212 of Directive
2009/138/EC, and captive insurance or reinsurance undertakings within the
meaning of points 2 and 5 of Article 13 of Directive 2009/138/EC;

the investment services sector, which consists of investment firms within the
meaning of point 2 of paragraph 1 of Article 4 of Regulation (EU) No. 575/2013;

Aportfolio management companyo: a man
point b) of paragraph 1 of Article 2 of Directive 2009/65/EC or an undertaking with
registered office in a third country and which would require an agreement in
accordance with the said Directive if its registered office was situated in the EEA. In
Luxembourg, this applies to any person within the meaning of Chapter 15 of the law
of 17 December 2010 relating to undertakings for collective investments;

Me mber

pruder

of on

agemen:t

fificonsolidated sectoral supervisionodo: either

credit institutions pursuant to Regulation (EU) No. 575/2013 and Directive
2013/36/EU, or the supplementary supervision carried out on insurance undertakings
pursuant to Chapter 1 of Title Il of Directive 2009/138/EC, or the supervision of
investment firms on a consolidated basis pursuant to Regulation (EU) No. 575/2013
and to Directive 2013/36/EU,;

i ntragroup transactionso: al | transactions

to a financial conglomerate has direct or indirect recourse to other undertakings in the
same group, or to any natural person or legal person affiliated to the undertakings in
that group through close links, for performance of an obligation, contractual or
otherwise, and in return for payment or otherwise.

Art. 209 - Thresholds determining the notion of financial conglomerate

(1) For the application of indent 1 of point 6 b) of Article 208, a group conducts its business
principally in the financial sector when the ratio on the one hand between the balance

sheet total of all the groupds financial s
other hand the balance sheet tot al of al t

(2) For the application of indent 3 of point 6 a) of Article 208 or indent 3 of point 6 b) of
Article 208, a group conducts a substantial amount of business in a given financial
sector when the average value of the ratio between the balance sheet total of the
entities from the said financial sector, on the one hand, and the balance sheet total of
al l the groupés financi al sector ent i
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requirements of the entities in the said financial sector and the total solvency
requirement of all the groupés financial sect

For the purposes of this Subtitle, the least important financial sector within a financial
conglomerate is the one which shows the lowest average and the most important
financial sector within a financial conglomerate is the one which shows the highest
average. For the purpose of calculating the average and to determine which is the least
important financial sector and which is the most important financial sector, the banking
sector and the investment services sector are aggregated.

Portfolio management undertakings are added to the sector to which they belong within
the group. If they belong to several sectors within the group, they are added to the least
important financial sector.

Alternative investment fund managers are added to the sector to which they belong
within the group. If they belong to several sectors within the group, they are added to
the least important financial sector.

(3) For the application of indent 3 of point 6 a) of Article 208 or indent 3 of point 6 b) of
Article 208, the transsectoral activities are also deemed to be important when the
balance sheet total of the entities in the least important financial sector within the group
exceeds 6 billion euros. If the group does not reach the threshold referred to in
paragraph 2, the CAA and the other competent authorities concerned, by mutual
agreement may decide not to consider the group to be a financial conglomerate. They
may equally decide to exempt the group from application of Articles 213, 214 or 215, if
they consider that inclusion of the group within the scope of the supplementary
supervision as defined in this Subtitle or application of the said Articles are not
necessary or are inappropriate or a source of confusion in view of the objectives of the
supplementary supervision.

Where the CAA assumes the function of coordinator, it shall notify the other interested
authorities of the decisions taken pursuant to this paragraph, and publish these
decisions, except in exceptional cases.

Where the decisions taken pursuant to paragraph 3 of Article 3 of Directive 2002/87/EC
are notified to the CAA, the latter shall publish these decisions, except in exceptional
cases.

(4) If the group reaches the threshold referred to in paragraph 2, but the least important
sector does not exceed 6 billion euros, the CAA and the other competent authorities
concerned, may by mutual agreement decide not to consider the group to be a financial
conglomerate. They may also decide not to apply the provisions of Articles 213, 214
or 215, if they consider that inclusion of the group within the scope of the
supplementary supervision as defined in this Subtitle or application of the said Articles
are not necessary or are inappropriate or a source of confusion in view of the objectives
of the supplementary supervision.

Where the CAA assumes the function of coordinator, it shall notify the other competent
authorities of the decisions taken pursuant to this paragraph, and publish these
decisions, except in exceptional cases.

Where the decisions taken pursuant to paragraph 3 of Article 3bis of Directive
2002/87/EC are notified to the CAA, the latter shall publish these decisions, except in
exceptional cases.

(5) For the application of paragraphs 1, 2 and 3, the CAA, by mutual agreement with the
other competent authorities concerned, may decide:

a) to exclude an entity from calculation of the ratios, in the cases referred to in
paragraph 6 of Article 212 except in the event that the entity has been transferred
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(6)

(7)

(8)

from a Member State to a third country and where it is proven to have changed its
location with the sole aim of avoiding the regulation;

b) to take account of compliance with the thresholds defined in paragraphs 1 and 2
over three consecutive years to avoid any sudden change of supervisory regime,
or to not take account of such compliance in the event of any substantial change
in the groupébés structur e;

c) to exclude one or more holdings in the least important sector if these holdings are
critical for the identification of a financial conglomerate and if they, collectively,
have insignificant relevance with regard to the objectives of the supplementary
supervision.

Where a financial conglomerate has been identified pursuant to paragraphs 1, 2 and
3, the decisions referred to in the first subparagraph are taken on the basis of a
proposal made by the said financi al co

For application of paragraphs 1 and 2, the CAA, in exceptional cases and by mutual
agreement with the other competent authorities concerned, may replace the criterion
based on the balance sheet total by one or more of the following variables, or apply
one or more of these variables, if it considers that these variables are of particular
interest for the purpose of supplementary supervision under this Subtitle: income
structure, off-balance-sheet activities, total assets under management.

For application of paragraphs 1, 2 and 3, if a financial conglomerate already subject to
supplementary supervision no longer complies with one or more of the thresholds
referred to therein, the said thresholds shall be replaced, in order to avoid any sudden
change of supervisory regime for the next three years, by the following thresholds:
40% shall be replaced by 35%, 10% shall be replaced by 8%, 6 billion euros shall be
replaced by 5 billion euros.

Notwithstanding the previous subparagraph, the coordinator may, with the agreement
of the other competent authorities concerned, decide not to apply, or to no longer apply,
such lower thresholds for the aforementioned period of three years, taking account of
the objectives of the groupbs suppl eme

The calculations relating to the balance sheet referred to in this Article are made on

ngl ome:

ntary

the basis of the aggregate balance sheet tot

with their annual accounts. For the purpose of this calculation, the entities in which a
participating interest is held are taken into account within the limit of the amount of their
balance sheet total corresponding to the aggregated proportional part held by the
group. If consolidated accounts are prepared for a specific group or parts of a group,
the calculations shall be made on the basis of those accounts.

The solvency requirements referred to in paragraphs 2 and 3 shall be calculated
pursuant to the relevant sectoral rules.

(9) The CAA, in cooperation with the other competent authorities, shall reassess on an

annual basis the derogations from application of the supplementary supervision and
shall review the quantitative indicators provided for in this Article as well as the risk-
based assessments of financial groups.

Art. 210 - Identification of a financial conglomerate

(1) The CAA shall identify any group falling within the scope of this Sub-title on the basis

of Articles 208, 209 and 211.

For this purpose:
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- the CAA shall cooperate closely with the other competent authorities which have
approved any regulated entities belonging to the group;

- if the CAA considers that a Luxembourg insurance or reinsurance undertaking
incorporated in Luxembourg belongs to a group which is likely to constitute a
financial conglomerate but is not yet identified as such, it shall provide its opinion
to the other competent authorities concerned and to the Joint Committee.

(2) Where a group has been identified as a financial conglomerate and the CAA is
performing the function of coordinator pursuant to Article 217, it shall inform the parent
undertaking at the head of the group thereof or, in the absence of a parent undertaking,
the regulated entity having the higbsest bal
important financial sector.

It shall also inform the competent authoriti
entities thereof, and the competent authorities of the Member State in which the mixed-
activity financial holding company has its registered office, and the Joint Committee.

Chapter 21 Scope of application

Art. 211 - Scope of application of the supplementary supervision of insurance and
reinsurance undertakings belonging to a financial conglomerate

(1) Without prejudice to the provisions relating to supervision set forth in the sectoral rules,
Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate shall be subject to supplementary supervision to the extent and in the
manner determined in this Subtitle. The supplementary supervision provided by the
CAA shall not compromise the supplementary supervision of insurance and reinsurance
undertakings belonging to a group under Sub-Title Ill nor supervision on an individual
basis.

(2) For Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate for which it assumes the function of coordinator pursuant to Article 217,
the CAA shall provide supplementary supervision at financial conglomerate level
pursuant to Articles 212 to 225.

All the financial sector entities belonging to the financial conglomerate, whether or not
regulated, and whether they are established in a Member State or in a third country,
shall come within the scope of the supplementary supervision provided by the CAA.

The supplementary supervision provided by the CAA relates to the financial

congl omerateds financial position in general
own funds risk concentration and intragroup transactions, as well as its internal control
arrangements and the risk management procedures put in place at financial
conglomerate level.

Where the CAA assumes the function of coordinator for a financial conglomerate which
is itself a sub-group of another financial conglomerate subject to supplementary
supervision, the CAA may exempt the sub-group, in whole or in part, from the
application of Articles 212 to 225.

(3) Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which a competent authority other than the CAA assumes
the function of coordinator shall be subject to supplementary supervision to the extent
and in the manner determined in Articles 212 to 225.

(4) Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate not subject to supplementary supervision on the basis of paragraphs 2
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and 3 and which have as their parent undertaking a regulated entity or a mixed financial
holding company having its registered office in a third country, shall be subject to
supplementary supervision at financial conglomerate level to the extent and in the
manner determined in Article 226.

(5) Where, in cases other than those referred to in paragraphs 2, 3 and 4, an undertaking
has a holding in one or more regulated entities or has another capital link with such
entities, or exerts a significant influence over such regulated entities without having a
holding therein or having another capital link with them, and one of the regulated entities
is a Luxembourg insurance or reinsurance undertaking, the CAA, when it is the
competent authority concerned, shall determine, together with the other competent
authorities concerned by mutual agreement and in relation to the objectives of the
supplementary supervision, whether and to what extent supplementary supervision of
the groupds regulated entities must be
conglomerate. The competent authority responsible for providing the supplementary
supervision at group level shall be designated by analogous application of the provisions
of Article 217.

For application of such supplementary supervision, the conditions laid down in indent 2
of point 6 a) or indent 2 of point 6 b) of Article 208 and in indent 3 of point 6 a) or indent
3 of point 6 b) of Article 208 must be met. The CAA takes its decision by taking into
account the objectives of supplementary supervision, as defined in this Subtitle.

(6) Without prejudice to Article 221, performance of supplementary supervision at financial
conglomerate level shall not in any way imply the CAA performing supervision on an
individual basis of mixed financial holding companies, third-country regulated entities
which belong to a financial conglomerate or non-regulated entities which belong to a
financial conglomerate.

Chapter 3 - Financial situation

Art. 212 - Adequacy of own funds

(1) Without prejudice to the sectoral rules, the CAA shall carry out supplementary
supervision relative to the own fundsd adequacy of Luxembourg insurance and
reinsurance undertakings which belong to a financial conglomerate and in respect of
which it assumes the function of coordinator, pursuant to this Article, Article 215 and
Chapter 4 of this Subtitle.

The CAA shall carry out prudential supervision of the requirement of paragraph 2
pursuant to Chapter 4 of this Subtitle.

(2) The insurance and reinsurance undertakings concerned shall ensure that the own funds
available at financial conglomerate level are at all times equivalent, at very least, to the
own fundsbéadequacy requirements.

(3) The entity at the head of a financial conglomerate in respect of which the CAA assumes
the function of coordinator shall calculate the own funds and the capital adequacy
requirements at least once each year pursuant to the terms, including the frequency,
determined by CAA a Regulation. After consulting the other competent authorities
concerned and the financial conglomerate, the CAA shall stipulate the specific
calculation method the financial conglomerate shall apply.

(4) The entity at the head of a financial conglomerate in respect of which the CAA assumes
the function of coordinator shall notify the CAA of the results of the calculations and the
relevant data on which such calculations were based pursuant to the terms, including
the frequency, determined by the CAA. After consulting the other competent authorities
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concerned and the financial conglomerate, the CAA may authorise another regulated
entity within the financial conglomerate to provide it with the information required.

(5) The entities referred to hereafter are taken into account in the calculation of the
requirements for own funds adequacy referred to in paragraph 2:

- acredit institution, a financial institution or an ancillary services undertaking;

- an insurance undertaking, a reinsurance undertaking or an insurance holding
company;

- aninvestment firm;
- amixed financial holding company.

(6) In its capacity as coordinator, the CAA may omit a specific entity from the calculation of
the additional requirements for own funds adequacy in the following cases:

a) when the entity is situated in a third country where legal obstacles impede transfer
of the information required, without prejudice to the sectoral rules compelling the
competent authorities to refuse approval when effective performance of their
supervisory function is impeded;

b) when, in the CAAG6s opinion, the entity is
the objectives of the supplementary supervision;

c) when, in the CAAds opinion, the inclusion
likely to be misleading with regard to the objectives of the supplementary
supervision.

However, if several entities are to be excluded on the basis of point b) of the first
subparagraph, there can be grounds for including them where they collectively
constitute a not insignificant interest.

In the case referred to in point c) of the first subparagraph, the CAA shall consult the
other competent authorities concerned before reaching a decision, unless the matter
is urgent.

Where the CAA omits a regulated entity from the calculation in a case referred to in b)
or c¢) of the first subparagraph, the competent authorities of the Member State where
the said regulated entity is situated may ask the entity at the head of the financial
conglomerate for information likely to facilitate the regulatedenti t y 6 s super vi si ot

(7) Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which a competent authority other than the CAA assumes
the function of coordinator shall make the results of their own funds and capital
adequacy requirement calculations available to the entity at the head of the financial
conglomerate or, where applicable, another regulated entity of the financial
conglomerate tasked by the coordinator with notifying it of the results of the calculations,
thus enabling the coordinator to determine whether the own funds at financial
conglomerate level are at all times equivalent, at the very least, to the own funds
adequacy requirements.

Art. 2137 Concentration of risks

(1) Without prejudice to the sectoral rules, the CAA shall carry out supplementary
supervision relating to risk concentration pursuant to this Article, Article 215 and
Chapter 4 of this Subtitle, on Luxembourg insurance and reinsurance undertakings
which belong to a financial conglomerate and in respect of which it assumes the
function of coordinator.
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The CAA shall carry out prudential supervision on significant concentrations of risks. It
shall pay particular attention to the risk of contagion at financial conglomerate level,
the existence of any conflicts of interest, any circumvention of the sectoral rules and
the level and extent of risk concentration.

(2) The entity at the head of a financial conglomerate in respect of which the CAA assumes
the function of coordinator shall notify the CAA periodically, and at least once each
year, of any significant concentration of risks at the level of the financial conglomerate,
pursuant to the provisions of paragraph 3. After consulting the other competent
authorities concerned and the financial conglomerate, the CAA may authorise another
regulated entity within the financial conglomerate to provide it with the information
required.

(3) In its capacity as coordinator, and after consulting the other competent authorities
concerned and the financial conglomerate, the CAA shall determine the risk categories
to be notified and the notification procedure, including the frequency. In so doing, it
shall take account of the specific structure of the financial conglomerate and its risk
management. In its capacity as coordinator, and after consulting the other competent
authorities concerned and the financial conglomerate, the CAA shall define the
thresholds beyond which the concentrations of risks must be notified due to their
significance. These notification thresholds shall be defined on the basis of the
regulatory own funds and/or the technical provisions.

(4) The CAA may impose quantitative limits on any concentration of risks at financial
conglomerate level or take other prudential measures which enable the achievement
of the objectives of supplementary supervision with regard to any risk concentration at
financial conglomerate level. In order to avoid any circumvention of the sectoral rules,
the CAA may impose application of the sectoral rules on risk concentration at financial
conglomerate level.

(5) Where the financial conglomerate is headed by a mixed financial holding company,
the sectoral rules on risk concentration applicable to the most significant financial
sector within the financial conglomerate, insofar as any exist, shall apply to the whole
of the financial sector concerned, including the mixed financial holding company.

(6) Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which a competent authority other than the CAA assumes
the function of coordinator shall make information on any significant concentration of
risks available to the entity at the head of the financial conglomerate or, where
applicable, another regulated entity of the financial conglomerate tasked by the
coordinator with providing it with the information it needs to fulfil its obligation to
perform prudential supervision of risk concentration at financial conglomerate level.

Art. 2147 Intragroup transactions

(1) Without prejudice to the sectoral rules, the CAA shall carry out supplementary
supervision relating to the intragroup transaction s of a financi
regulated entities, pursuant to this Article, Article 215 and Chapter 4 of this Subtitle, for
Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which it assumes the function of coordinator.

The CAA shall carry out prudential supervision on intragroup transactions pursuant to
Chapter 4 of this Subtitle. It shall pay particular attention to the risk of contagion at
financial conglomerate level, the existence of any conflicts of interest, any
circumvention of the sectoral rules and the level and extent of intragroup transactions.

(2) The entity at the head of a financial conglomerate in respect of which the CAA assumes
the function of coordinator shall notify the CAA periodically, and at least once each
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(3)

(4)

(5)

(6)

year, of any significant intragroup transaction of regulated entities within the financial
conglomerate, pursuant to the provisions of paragraph 3. After consulting the other
competent authorities concerned and the financial conglomerate, the CAA may
authorise another regulated entity within the financial conglomerate to provide it with
the information required.

In its capacity as coordinator, and after consulting the other competent authorities
concerned and the financial conglomerate, the CAA shall determine the categories of
transactions to be notified and the notification procedure, including the frequency. In
so doing, it shall take account of the specific structure of the financial conglomerate
and its risk management. In its capacity as coordinator, and after consulting the other
competent authorities concerned and the financial conglomerate, the CAA shall define
the thresholds beyond which the intragroup transactions must be notified due to their
significance. These natification thresholds shall be defined on the basis of the
regulatory own funds and/or the technical provisions. In the absence of any defined
notification threshold, an intragroup transaction shall be deemed to be significant if the
amount thereof exceeds at least 5% of the total amount of the own funds adequacy
requirements at financial conglomerate level.

The CAA may impose quantitative limits and qualitative requirements for the intragroup
transactions of the regulated entities within a financial conglomerate or take other
prudential measures which enable the achievement of the objectives of supplementary
supervision with regard to the said intragroup transactions. In order to avoid any
circumvention of the sectoral rules, the CAA may impose application of the sectoral
rules on the intragroup transactions of the regulated entities within a financial
conglomerate.

Where the financial conglomerate is headed by a mixed financial holding company,
the sectoral rules on intragroup transactions applicable to the most significant financial
sector within the financial conglomerate, insofar as any exist, shall apply to the whole
of the financial sector concerned, including the mixed financial holding company.

Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which a competent authority other than the CAA assumes
the function of coordinator shall make information on any significant intragroup
transactions available to the entity at the head of the financial conglomerate or, where
applicable, another regulated entity of the financial conglomerate tasked by the
coordinator with providing it with the information required, thus enabling the
coordinator to fulfil its obligation to perform prudential supervision of the intragroup
transactions of the regulated entities within a financial conglomerate.

Art. 2157 Internal auditing facilities and risk management procedures

(1)

(2)

Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which the CAA assumes the function of coordinator must
have at their disposal, at the level of the financial conglomerate, adequate risk
management procedures and internal control facilities as well as a good administrative
and accounting organisation.

The risk management procedures shall include:

a) sound management and good governance of the business, including approval and
periodic examination of the strategies and policies, for all the risks incurred, by the
appropriate executive bodies at financial conglomerate level,

b) suitable policies as regards own funds adequacy in order to anticipate the impact
of the development strategies on the risk profile and the own funds requirements
determined pursuant to Article 212;
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(3)

(4)

()

(6)

c) appropriate procedures to guarantee that the risk supervision procedures are
suitable for the organisation and that all necessary steps are taken to ensure that
the systems put in place within each of the entities included in the supplementary
supervision are fully integrated, thus enabling the risks to be measured, monitored
and controlled at financial conglomerate level;

d) facilities putin place to contribute to the carrying into effect and, where appropriate,
to the development of appropriate mechanisms and salvage procedures and
default recovery plans. These facilities are to be regularly updated.

The internal control facilities shall include:

a) appropriate systems to identify, measure and manage the significant risks incurred
and procedures designed to guarantee own funds adequacy relative to the risks
incurred;

b) sound accounting and reporting procedures to facilitate identification,
measurement, monitoring and control of the intragroup transactions and risk
concentrations.

The entities included in the supplementary supervision performed by the CAA by virtue
of Article 211 shall be required to have internal control facilities which ensure
production of the information and data required for the purposes of the supplementary
supervision.

The requirement under subparagraph 1 shall also apply to a mixed financial holding
company having its registered office in Luxembourg and to insurance sector entities
incorporated in Luxembourg which belong to a financial conglomerate in respect of
which a competent authority other than the CAA assumes the function of coordinator.

The entities referred to in subparagraph 1 shall regularly provide the CAA at financial
conglomerate level with details of their legal structure, their governance system and
their organisational structure, by including all their regulated entities, non-regulated
subsidiaries and significantly important branches.

The entities referred to in subparagraph 1 shall publish at financial conglomerate level
and on a yearly basis, either in full or by way of reference to equivalent information, a
description of their legal structure, their governance system and their organisational
structure.

Luxembourg insurance and reinsurance undertakings which belong to a financial
conglomerate in respect of which a competent authority other than the CAA assumes
the function of coordinator must have at their disposal risk management procedures
and internal auditing facilities, and likewise a good administrative and accounting
organisation, as befits a financial conglomerate.

In its capacity as coordinator, the CAA exercises prudential supervision based on the
requirements of paragraphs 1, 2 and 3 and subparagraphs 1, 3 and 4 of paragraph 4.

Chapter 4 - Measures intended to facilitate supplementary supervision

Art. 2167 Crisis simulation

The CAA may regularly subject financial conglomerates in respect of which it assumes the
function of coordinator to appropriate crisis simulations.

Where another competent authority assumes the function of coordinator for a financial
conglomerate to which Luxembourg insurance or reinsurance undertakings belong, the
CAA shall cooperate fully with it.
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Art. 217 T Competent authority responsible for supplementary supervision
(coordinator)

MDIn order to provide appropriate supplementary
regulated entities, a sole coordinator shall be appointed for each financial conglomerate.
The CAA shall perform the function of coordinator in the cases referred to in this Article.

(2) The CAA shall perform the function of coordinator where the financial conglomerate is
headed by an insurance or reinsurance undertaking approved under this Law.

(3) The CAA shall perform the function of coordinator, within the limits determined in this
Article, where the financial conglomerate is headed by a mixed financial holding
company which is the parent undertaking of an insurance or reinsurance undertaking
approved under this Law.

However, the CAA shall not perform the function of coordinator where the mixed
financial holding company has its registered office in a Member State other than
Luxembourg and is also the parent undertaking of a regulated entity approved in that
same Member State. In such cases, the competent authority of the Member State
concerned shall perform the function of coordinator.

(4) Where the financial conglomerate is headed by a mixed financial holding company
having its registered office in Luxembourg which is the parent undertaking of at least
two regulated entities having their registered office in different Member States, the CAA
shall perform the function of coordinator if at least one of the said regulated entities is
an insurance or reinsurance undertaking approved under this law.

Where the mixed financial holding company is at the same time the parent undertaking:
(i) of an insurance or reinsurance undertaking approved under this law and (ii) a credit
institution or an investment firm approved by virtue of the amended Law of 5 April 1993
on the financial sector, a portfolio management company approved by virtue of the Law
of 17 December 2010 on collective investment undertakings or an alternative
investment fund manager approved by virtue of the Law of 12 July 2013 on alternative
investment fund managers, the CAA shall perform the function of coordinator if the
insurance sector constitutes the maost important financial sector within the financial
conglomerate.

(5) Where the financial conglomerate is headed by several mixed financial holding
companies having their registered office in different Member States including
Luxembourg and it includes at least one regulated entity in each of those Member
States, including Luxembourg, the CAA shall perform the function of coordinator if the
regulated entity situated in Luxembourg is an insurance or reinsurance undertaking
approved under this law and if, in the event that the regulated entities situated in the
Member States conduct their business in the same financial sector, the insurance
undertaking approved under this law has the highest balance sheet total, or, in the event
that the regulated entities situated in the Member States conduct their business in more
than one financial sector, the insurance or reinsurance undertaking approved under this
law has the highest balance sheet total in the most significant financial sector.

(6) Where the financial conglomerate is headed by a mixed financial holding company
having its registered office in a Member State other than Luxembourg and is the parent
undertaking of at least two regulated entities having their registered office in different
Member States, other than the Member State where the mixed financial holding
company has its registered office, the CAA shall perform the function of coordinator if
at least one of the said regulated entities is an insurance or reinsurance undertaking
approved under this law and if the said insurance or reinsurance undertaking has the
highest balance sheet total in the most significant financial sector.
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(7) Where the financial conglomerate is a group which is not headed by a parent
undertaking, or in any other case, the CAA shall perform the function of coordinator if at
|l east one of the groupébés regulated entities i
approved under this law and if the said insurance or reinsurance undertaking has the
highest balance sheet total in the most important financial sector.

(8) The CAA may enter into agreements with the other competent authorities concerned
which depart from the rules laid down in paragraphs 2 to 7 if it seems inappropriate to
apply them in view of the structure of the financial conglomerate and the relative
significance of its activities in different countries, and designate another competent
authority as coordinator. In such cases, the CAA shall seek the prior opinion of the
financial conglomerate.

Art.218T The coordinatorodés duti es

(1) Where the CAA assumes the function of coordinator it shall perform the following duties
under its supplementary supervision:

a) coordination of the collection and dissemination of useful or essential information,
both in the normal course of business and in urgent situations, including the
dissemination of information of significance for the prudential supervision
performed by a competent authority by virtue of the sectoral rules;

b) provision of prudential supervision and ass
financial position;

c) monitoring the application of the rules relating to own funds adequacy, risk
concentration and intragroup transactions;

d evaluation of the financi al congl omer at eds
auditing facilities;

e) planning and coordination of the prudential activities, both in the normal course of
business and in urgent situations, in cooperation with the relevant competent
authorities;

f) performance of other duties and the taking of other measures and decisions
assigned to the coordinator by this Subtitle or within the framework of its
implementing regulations.

(2) In order to facilitate performance of the supplementary supervision and to set it on a
broad legal basis, the CAA may enter into coordination agreements with the other
competent authorities concerned and, if appropriate, with any other interested
competent authority. Such agreements may entrust additional tasks to the coordinator
and stipulate the procedures to be followed in taking the decisions referred to in Articles
209 and 210, paragraph 4 of Article 211, Article 212, Article 219, paragraph 2, and
Articles 224 and 226, as well as for the cooperation with other competent authorities.

(3) Where the CAA assumes the function of coordinator and requires information which
has already been provided to another competent authority pursuant to the sectoral
rules, it shall, whenever possible, contact the said authority to avoid duplication of the
information sent to the different authorities participating in the prudential supervision.

Where the competent authority of another Member State assumes the function of
coordinator and the said authority needs information which has already been provided
to the CAA pursuant to the sectoral rules, the CAA shall comply with the request for
information from the coordinator whenever possible, if it is made with a view to avoiding
duplication of the information sent to the different authorities participating in the
prudential supervision.
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(4) Without prejudice to the possibility of delegating certain prudential powers and
responsibilities, the presence of a coordinator responsible for specific tasks pertaining
to the supplementary supervision of regulated undertakings belonging to a financial
conglomerate shall not in any way alter the duties and responsibilities incumbent on
the CAA by virtue of the sectoral rules.

(5) The cooperation referred to in this Chapter and the performance of the duties listed in
paragraphs 1, 2, 3 and 4 of this Article and in Article 219 and, if applicable, the
appropriate coordination and cooperation with the third-country supervisory authorities
concerned, to ensure observance of the confidentiality requirements and the European
Union law, are to be performed through the colleges established in accordance with
Article 116 of Directive 2013/36/EU or paragraph 2 of Article 248 of Directive
2009/138/EC.

The coordination agreements referred to in paragraph 2, are included separately in the
written coordination agreements established in accordance with Article 115 of Directive
2013/36/EU or Article 248 of Directive 2009/138/EC. When assuming the function of
coordinator and chairing a College established in accordance with Article 116 of
Directive 2013/36/EC or paragraph 2 of Article 248 of Directive 2009/138/EC, it is up
to the CAA to decide which other competent authorities shall participate in a meeting
or in any activity of the said College.

Art. 2197 Cooperation and exchange of information between competent authorities
(1) The CAA shall cooperate closely with the other competent authorities tasked with

supervision of a financi al congl omerateds r ecg

role, with the coordinator. Without prejudice to its responsibilities as defined by this law,
the CAA shall exchange with such authorities any information which is essential for or
conducive to the performance of their respective prudential duties under the sectoral
rules and the supplementary supervision. For this purpose, the CAA shall communicate
to the other competent authorities and, where it has no such role, to the coordinator, on
request all relevant information and on its own initiative all essential information.

Such cooperation shall include the collection and exchange of information on the
following subjects:

a) the identification of the legal structure of the group, its governance system and its
organisational structure, including all the regulated entities, the non-regulated
subsidiaries and all the significant branches which form part of the financial
conglomerate, the qualifying shareholders at ultimate parent undertaking level and
the competent authorities responsible for the prudential supervision of the said
groupbs regul ated entities;

b))t he financial congl omerateb6s strategies;

c) the financi al congl omeratedbdés finanundsal posi

adequacy, intragroup transactions, risk concentration and profitability;

d the financial congl omerateds principal shar

e) the organisational, risk management and internal control systems at financial
conglomerate level;

f) theprocedures wused to collect i nformation
entities and the verification of such information;

g any problems encountered by the financi al
other entities which could seriously affect the said regulated entities;
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(2)

3)

(4)

h) the principal sanctions and exceptional measures taken by the competent
authorities pursuant to the sectoral rules or this Subtitle.

To assist performance of their respective functions, the CAA may also, pursuant to this
law, exchange such information on the regulated entities which belong to a financial
conglomerate with the central banks of the Member States, the European System of
Central Banks, the European Central Bank, the European Systemic Risk Board
pursuant to Article 15 of Regulation (EU) No 1092/2010 and the Systemic Risk Board.

Without prejudice to its responsibilities under the sectoral rules governing insurance and
reinsurance undertakings as defined by this law, the CAA shall consult the other
interested competent authorities on the following points before making any decision that
affects the prudential functions performed by those other authorities:

a) any structural change to the shareholder base, the organisation or the
management of the regulated entities of a financial conglomerate requesting
approval or authorisation from its competent authorities;

b) the principal sanctions and exceptional measures taken by the CAA.

The CAA may decide not to consult the other interested competent authorities in urgent
situations or when such consultation could compromise the effectiveness of decisions.
In such cases, the CAA shall inform the other competent authorities without delay.

Where the CAA assumes the function of coordinator, it may request the competent
authorities of the Member State where a parent undertaking has its registered office to
ask the parent undertaking to provide them with all information pertinent to
accomplishment of its coordination function, as defined in Article 218, and then to send
it the said information.

Where the information referred to in paragraph 2 of Article 222 has already been
communicated to a competent authority pursuant to the sectoral rules, the CAA may
request the said information from it when it assumes the function of coordinator.

For the purposes of the supplementary supervision, the CAA may exchange the
information referred to in paragraphs 1, 2 and 3 with both the CSSF and the other
interested competent authorities and the authorities referred to in the last subparagraph
of paragraph 1. The collection or possession of information relating to a non-regulated
entity which belongs to a financial conglomerate shall not in any way mean that the CAA
is performing a supervisory function on the said entity individually.

The information received in connection with supplementary supervision and, in
particular, any information exchanged between the CAA and other interested competent
authorities or the authorities referred to in the last subparagraph of paragraph 1
pursuant to this Subtitle shall be subject to the provisions of Articles7 to 13.

Art. 2207 Cooperation and exchange of information with the Joint Committee

(1)

(2)

3)

The CAA shall for the purposes of this Subtitle cooperate with the Joint Committee,
pursuant to Regulation (EU) No. 1093/2010, Regulation (EU) No. 1094/2010 and
Regulation (EU) No. 1095/2010.

For the application of Directive 2002/87/EC, the CAA shall, at the earliest opportunity,
provide the Joint Committee with all the information required for performance of its
functions, in accordance with Article 35 of Regulation (EU) No. 1093/2010, Regulation
(EU) No. 1094/2010 and Regulation (EU) No. 1095/2010, respectively.

Where the CAA assumes the function of coordinator, it shall provide the Joint
Committee with the information referred to in paragraph 4 of Article 215 and in point a)
of subparagraph 2 of paragraph 1 of Article 219.

115262



Art. 221 - Managers of mixed financial holding companies

The persons who effectively manage the business of a mixed financial holding company at
the head of a financial conglomerate in respect of which the CAA assumes the function of
coordinator must prove their professional integrity.

Any change to the persons referred to tikall re
effect, the CAA may request any necessary information on the persons concerned. Subject
to a strict time |Iimit of one month, the CAAOG0sS

court, which shall rule as a court of first instance.

Art. 222 - Access to information

(1) Luxembourg insurance and reinsurance undertakings and the other entities that form
part of a single financial conglomerate may exchange between themselves any
information which is relevant to performance of supplementary supervision.

(2) Entities, regulated or otherwise, which belong to a financial conglomerate must comply
with any request for information from the CAA which may be pertinent to supplementary
supervision.

Art. 223 - Verification

When, with regard to supplementary supervision, the CAA, in its capacity as coordinator,
wishes, in specific cases, to verify information relating to an entity belonging to a financial
conglomerate and having its registered office in another Member State, regardless of
whether or not it is regulated, it shall request the competent authorities of the other Member
State to carry out such verification.

Where the CAA receives such a request from another competent authority acting in its
capacity as coordinator, the CAA, within the scope of its powers, shall either verify such
information itself or have it verified by an approved auditor or other expert, or it may allow
the competent authority which made the request to carry out the verification itself.

Where the competent authority which made the request to the CAA does not carry out the
verification itself, it may be involved if it so wishes.

Art. 224 - Implementing measures

Where the CAA, in the performance of its functions as coordinator, finds that the
requirements of Articles 212 to 215 are no longer being met at financial conglomerate level
or that the said requirements are being met but
nevertheless be compromised, or that the intragroup transactions or risk concentrations are
jeopardising the financial position of the regulated entities belonging to the financial
conglomerate, it may apply the measures referred to in Articles 126 to 129, 303 and 304,
or any other measure likely to safeguard the interests of the insureds, at the level of the
mixed financial holding company or the Luxembourg insurance or reinsurance undertaking
at the head of the financial conglomerate and the Luxembourg insurance or reinsurance
undertakings belonging to the financial conglomerate. The CAA shall also inform the other
interested competent authorities of its findings.

Where the CAA is informed of such findings by another competent authority assuming the
function of coordinator, it shall apply, if necessary, the measures referred to in Articles 126
to 129, 303 and 304, or any other measure likely to safeguard the interests of the insureds,
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to the Luxembourg insurance or reinsurance undertakings belonging to the financial
conglomerate.

Where necessary, the CAA and the other interested competent authorities shall coordinate
the prudential measures that they take.

Art. 225 - Additional powers of the competent authorities

Where the CAA finds that an insurance or reinsurance undertaking it has approved is using
its membership of a financial conglomerate to totally or partially circumvent the sectoral
rules, it may apply the measures referred to in Articles 123 to 128, 130, 303 and 304 or any
other measure likely to safeguard the interests of the insureds.

Likewise, in the event of a mixed financial holding company failing to comply with the
provisions of this Subtitle and measures taken in implementation thereof, the CAA may
apply to it the measures referred to in Articles 123 to 128, 130, 303 and 304 or any other
measure likely to safeguard the interests of the insureds. Such measures shall apply to the
persons responsible for the administration or the management of the mixed financial holding
company.

The CAA shall cooperate closely with the other interested competent authorities to ensure
that the measures taken to put an end to the infractions observed or to eliminate the causes
of such infractions have the desired effect.

Chapter 571 Third countries

Art. 226 - Parent undertakings having their registered office in a third country

(1) Without prejudice to the sectoral rules, in the case referred to in paragraph 4 of Article
211, the CAA shall verify that Luxembourg insurance and reinsurance undertakings are
subject to supervision by a competent authority of a third country which is equivalent to
that provided for in this Subtitle in respect of the supplementary supervision referred to
in paragraph 2 of Article 211. The CAA shall carry out such verification on its own
initiative or at the request of the parent undertaking or of one of the regulated entities
approved in a Member State belonging to the group as soon as it is called upon to
assume the function of coordinator in the event of Article 217 being applicable.

The CAA shall consult the other competent authorities concerned regarding the
equivalent nature or otherwise of such supplementary supervision. It shall take due
account of the applicable guidelines issued by the Joint Committee pursuant to Articles
16 and 56 of the Regulation (EU) No. 1093/2010, Regulation (EU) No. 1094/2010 and
Regulation (EU) No. 1095/2010, respectively.

If a competent authority does not agree with the CAA decision, Article 19 of Regulation
(EU) No. 1093/2010, Regulation (EU) No. 1094/2010 and Regulation (EU) No.
1095/2010, respectively, shall apply.

(2) If, on the basis of the verification described in paragraph 1, the CAA arrives at the
conclusion that equivalent supplementary supervision is lacking, the provisions relating
to supplementary supervision referred to in paragraph 2 of Article 211 shall apply by
analogy.

(3) Notwithstanding paragraph 2, where the CAA assumes the function of coordinator, it
may decide, after consulting the other competent authorities concerned, to apply
another method which enables the objectives of the supplementary supervision to be
achieved. The CAA may, in particular, require the creation of a mixed financial holding
company having its registered office in a Member State and apply the provisions of this
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Subtitle to the regulated entities of the financial conglomerate headed by the said mixed
financial holding company.

The CAA shall inform the other interested competent authorities and the Commission
of any decision taken pursuant to this paragraph.

Art. 227 - Cooperation with the competent authorities of third countries

The CAA may enter into cooperation agreements with the competent authorities of third
countries which set out terms and conditions for supplementary supervision.

Subtitle V

Reorganisation and winding-up of insurance undertakings

Chapter 1- Scope and definitions

Art. 228 7 Scope of this Subtitle
This Subtitle shall apply to reorganisation measures and winding-up proceedings of:
a) Luxembourg insurance undertakings;

b) branches of third-country insurance undertakings established on Luxembourg territory.

Art. 2297 Definitions
For the purposes of this Subtitle, the following definitions shall apply:

1. Aicompetent authoritiesodo: the administrative ¢
which are competent for the purposes of the reorganisation measures or the winding-
up proceedings;

2. Aireorgaonnsmeasureso: the stay of payment proc
this Subtitle, together with any other measures involving any intervention by the
administrative or judicial authorities which are intended to preserve or restore the
financial situation of an insurance undertaking and which affect pre-existing rights of
parties other than the insurance undertaking itself, including but not limited to measures
involving the possibility of a suspension of payments, suspension of enforcement
measures or reduction of claims;

3. Aicol |l ect i-wpe pmioncdeéendyi ngs 0: -uplpmcedure deferced lin wi ndi r

Chapter 4 of this Subtitle, together with any collective proceedings involving the
realisation of the assets of an insurance undertaking and the distribution of the
proceeds among the creditors, shareholders or members as appropriate, which
necessarily involve any intervention by the administrative or judicial authorities of a
Member State, including where the collective proceedings are terminated by a
composition or other analogous measure, whether or not the proceedings are founded
on insolvency or are voluntary or compulsory;

4. Aadmi ni strator 0: a person or body appointed
purpose of administering reorganisation measures;

5. Al i qui dator o0: a person or body appointed by
governing bodies of an insurance undertaking for the purpose of administering winding-
up proceedings.
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Chapter 2 - Provisions common to reorganisation measures and collective winding-
up procedures

Art. 2307 General provision

Without prejudice to the provisions of paragraph 3 of Article 250, the following texts shall

not apply to insurance undertakings: NnCode de
Law of 4 April 1886 on court-approved compositions and arrangements with creditors aimed

at preventing bankruptcy, as amended, and the provisions of the Grand-Ducal Decree of

24 May 1935 supplementing the legislation relating to stays of payment, court-approved
compositions aimed at preventing bankruptcy through a controlled management scheme.

Art. 231 - Adoption of reorganisation or winding-up measures

AQ)The district court for commerci al matters, r
court o, s hal peterdtafor applging the measores referred to in Articles 244
and 248 in regard to a Luxembourg insurance undertaking, including its branches in
other Member States.

(2) Any decision taken pursuant to Articles 244 and 248 in regard to a Luxembourg
insurance undertaking, including its branches in other Member States, shall be effective
throughout the EEA according to the law of Luxembourg as soon as the decision is
effective in the Grand Duchy of Luxembourg.

(3) In exercising their powers pursuant to the law of Luxembourg, the executive bodies of
an insurance undertaking subject to stay of payment proceedings and the liquidators of
a Luxembourg insurance undertaking placed in judicial liquidation shall respect the law
of the Member State on whose territory they plan to take action, particularly in regard to
the procedures applicable to realisation of the assets and the information provided to
salaried workers. The said executive bodies or liquidators shall not resort to the use of
force or settle any litigation or dispute.

Art. 2327 Adoption of measures in another Member State

(1) Collective reorganisation or winding-up measures decided by the administrative or
judicial authorities of a Member State in which a non-Luxembourg EEA insurance
undertaking has its registered office shall be fully effective in Luxembourg without any
other formality according to the legislation of the home Member State. This rule shall
also apply when the law of Luxembourg makes no provision for such measures or
makes their implementation subject to conditions which are not met.

The measures shall be effective in Luxembourg as soon as they become effective in
the State in which they have been applied.

(2) When the CAA is informed of a decision to adopt a reorganisation measure or of the
opening of a collective winding-up procedure against a non-Luxembourg EEA insurance
undertaking, it shall arrange disclosure thereof through publication in the AiViémoriala

(3) The administrator of a reorganisation measure, the liquidator or any duly empowered
authority or person in the home Member State shall request registration of the
reorganisation measure or the decision to open a collective winding-up procedure in the
Trade and Companies Register in Luxembourg. The mandatory provisions of the law
on the Trade and Companies Register shall apply.
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(4) The appointment of an administrator of a reorganisation measure or of a liquidator is
proven in the Grand Duchy of Luxembourg upon presentation of a certified copy of the
decision appointing him or by any other certificate issued by the competent authorities
of the home Member State accompanied by a translation in one of the official languages
of Luxembourg. No legalisation or similar formality is required.

(5) Administrators of a reorganisation measure and liquidators are empowered to exercise
in the Grand Duchy of Luxembourg all the powers that they are empowered to exercise
in the territory of the home Member State. Persons tasked with assisting or, where
applicable, representing, them in connection with the implementation of the
reorganisation measure or the collective winding-up procedure, in particular with
reference to the solving of any problems encountered by creditors in Luxembourg, may
be appointed in Luxembourg pursuant to the legislation of the home Member State.

(6) In exercising his powers pursuant to the legislation of the home Member State, the
administrator of a reorganisation measure or the liquidator shall respect the law of
Luxembourg if it intends to take action in the Grand Duchy of Luxembourg, particularly
in relation to the procedures applicable to realisation of the assets and the information
provided to salaried workers. The said executive bodies or liquidators shall not resort to
the use of force or settle any litigation or dispute.

Art. 2331 Adoption of measures in a third country

(1) Collective reorganisation or winding-up measures decided by the administrative or
judicial authorities of a non-Member State in which a third-country insurance
undertaking has its registered office and which, according to the law of that State, are
effective in Luxembourg, shall be fully effective in Luxembourg without any other
formality according to the legislation of the home Member State. This rule shall also
apply when the law of Luxembourg makes no provision for such measures or makes
their implementation subject to conditions which are not met.

The measures shall be effective in Luxembourg as soon as they become effective in
the State in which they were applied.

(2) Notwithstanding paragraph 1, if the CAA so requests, the court shall be competent to
take the measures referred to in Articles 243 and 247 in regard to the Luxembourg
branch of a third-country insurance undertaking. Only the CAA shall be competent to
request the court to take such measures if it considers this necessary to protect the

interests of the Luxembourg branchés credi

(3) Any decision taken pursuant to Articles 244 and 248 relating to a Luxembourg branch
of a third-country undertaking is effective only for the assets and liabilities relating to
transactions undertaken in Luxembourg.

(4) Where a third-country insurance undertaking operating in the Grand Duchy of
Luxembourg is the subject of a collective winding-up procedure, the receivers or
liquidators shall not be permitted to invoke rights over the property forming the
segregated assets referred to in Article 118 in the Grand-Duchy of Luxembourg until the
obligations applying thereto have been fully discharged.

Art. 2341 Exemption from the formality of stamping and registration, expenses and
fees

All deeds and other documents likely to provide information to the court concerning the
requests referred to in Chapters 3 and 4 of this Subtitle shall be exempted from the formality
of stamping and registration.
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The fees of the administrators and the liquidators and all other expenses incurred pursuant
to Chapters 3 and 4 of this Subtitle shall be met by the Luxembourg insurance undertaking
concerned. Notwithstanding Article 118, the fees and expenses may be deducted from the
segregated assets.

Art. 235 - Applicable law

(1) Without prejudice to Articles 236 to 243 hereunder, the decisions and the proceedings,
and their effects arising from application of the provisions of Chapters 3 and 4 of this
Subtitle, shall be governed by the laws, regulations and administrative provisions of
Luxembourg.

(2) In particular, the following are governed by the laws, regulations and administrative
provisions of Luxembourg:

a) the property covered by the divestiture and the situation of the property acquired
by the Luxembourg insurance undertaking or in respect of which ownership was
transferred to it following the adoption of the reorganisation measure or the opening
of the collective winding-up procedure;

b) the respective powers of the Luxembourg insurance undertaking and the liquidator
or the person entrusted with the management of the reorganisation measures;

c) the conditions under which compensation may be invoked against third parties;

d) the effects of adopting a reorganisation measure or a collective winding-up
procedure for the contracts in force which the Luxembourg insurance undertaking
is a party to;

e) the effects of adopting a reorganisation measure or a collective winding-up
procedure for individual proceedings, with the exception of the cases in progress,
as envisaged in Article 243;

f) the claims to be produced as liabilities of the Luxembourg insurance undertaking
and the situation of the claims arising after the adoption of the reorganisation
measure or the opening of the collective winding-up procedure;

g) the rules on the production, verification and admission of the claims;

h) the rules of distribution for the proceeds of the realisation of the assets, the ranking
of the claims and the rights of the claimants who have been partially paid off after
the adoption of the reorganisation measure or the opening of the collective winding-
up procedure by virtue of a right in rem or the effect of compensation;

i) the conditions and the effects of the closure of the reorganisation measure or the
collective winding-up procedure;

i) the rights of the creditors after the closure of the reorganisation measure or the
collective winding-up procedure;

k) the charge for the fees and expenses of the reorganisation measure or the
collective winding-up procedure;

[) The rules on the nullity, cancellation or unenforceability of legal acts detrimental to
all the claimants.

(3) Without prejudice to Articles 236 to 243 hereunder, the decision concerning the
application of a reorganisation measure or the opening of a collective winding-up
procedure against a non-Luxembourg undertaking, the reorganisation or winding-up
procedures concerning the said undertaking and their effects shall be governed by the
| aws, regul ations and administrative provisio
State.
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Art. 236 1 Effects on certain contracts and rights

Notwithstanding Article 235, the effects of the adoption of reorganisation measures or the
opening of a collective winding-up procedure for the contracts and rights referred to
hereunder shall be governed by the following rules:

a) contracts of employment and working relationships shall be governed exclusively by
the law of the Member State applicable to the contract or to the working relationship;

b) a contract giving entitlement to use or purchase real property is governed exclusively
by the law of the Member State on whose territory the property is situated,;

c) thei nsurance undertakingbs rights over an item
subject to registration in a public register are governed by the law of the Member State
under whose authority the register is kept.

Art. 237 7 Rights in rem

(1) The adoption of reorganisation measures or the opening of a collective winding-up
procedure shall not affect the rights in rem of a claimant or a third party over tangible or
intangible property, movables or immovables - both specific property and aggregates of
non-specific property whose composition is subject to change - belonging to the
Luxembourg insurance undertaking and which, upon the adoption of such measures or
the opening of such a procedure, is situated in the territory of another Member State.

(2) This shall apply, inter alia, to:

a) the right to realise, or arrange realisation of, the property and to be paid off from
the proceeds or the income from such property, in particular by virtue of a pledge
or a mortgage;

b) the exclusive right to recover a debt, in particular by virtue of the pledging or
assignment of such debt by way of guarantee;

c) the right to claim the property and/or claim restitution thereof from whoever may be
holding it or using it against the wishes of the claimant;

d) the right in rem to receive the income from a property.

(3) The law governing the constitution of the right in rem determines the real nature of that
right within the meaning of this Article.

(4) A right registered in a public register which is binding on third parties and enables a
right in rem to be established within the meaning of paragraph 1 shall be treated as a
right in rem.

(5) Paragraph 1 shall not impede the actions for nullity, cancellation or unenforceability
referred to in paragraph 2, point ), of Article 235.

Art. 238 - Reservation of title and annulment or cancellation of a sale

(1) The adoption of reorganisation measures or the opening of a collective winding-up
procedure against a Luxembourg insurance undertaking purchasing a property shall not
affect the rights of the vendor founded on a reservation of title when, upon the adoption
of such measures or the opening of such a procedure, the said property is situated in
the territory of a Member State other than the State of adoption of such measures or of
the opening of such a procedure.
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(2) The adoption of reorganisation measures or the opening of a collective winding-up
procedure against an Luxembourg insurance undertaking selling an item of property
after delivery of the said property shall not constitute a ground for annulment or
cancell ation of the sale and shall not
property sold when, at the time of adoption of such measures or of the opening of such
a procedure, the property was situated in the territory of a Member State other than the
State which adopted such measures or opened such a procedure.

(3) Paragraphs 1 and 2 shall not impede the actions for nullity, cancellation or
unenforceability referred to in paragraph 2, point I), of Article 235.

Art. 23971 Set-off

(1) The adoption of reorganisation measures or the opening of a collective winding-up

procedures h al | not affect a creditordés right
Luxembourg insurance undertakingods debt
applicable to the Luxembourg insurance

(2) Paragraph 1 shall not impede actions for nullity, cancellation or unenforceability referred
to in paragraph 2, point I), of Article 235.

Art. 2407 Regulated markets

(1) Without prejudice to Article 237, the effects of a reorganisation measure or of the
opening of a collective winding-up procedure on the rights and obligations of the
participants in a regulated market shall be governed exclusively by the law applicable
to the said market.

(2) Paragraph 1 shall not impede the bringing of an action for nullity, cancellation or
unenforceability referred to in paragraph 2, point I), of Article 235 for failure to take
account of payments or transactions pursuant to the law applicable to the said market.

Art. 2417 Injurious transaction

Paragraph 2, point I), of Article 235 shall not apply when a person having benefited from a
legal transaction prejudicial to the general body of creditors has shown that:

a) the said transaction is subject to the law of a Member State other than the home Member
State, and that

b) the said law does not permit any challenge to the transaction concerned in the case in
issue.

Art. 2427 Protection of third-party purchasers

When, through a transaction concluded after the adoption of a reorganisation measure or
the opening of a collective winding-up procedure, the Luxembourg insurance undertaking
sells, for a consideration.

a) an item of real property;
b) avessel or an aircraft subject to registration in a public register, or

c) transferable securities or shares whose existence or transfer entails registration in a
register or in an account required under the law, or which are placed in a central
depositary governed by the law of a Member State,
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the validity of the said transaction shall be governed by the law of the Member State on
whose territory the real property is situated or under the authority of which that register, that
account or that system is maintained.

Art. 2437 Pending cases

The effects of the reorganisation measures or the collective winding-up procedure on a
pending case relating to an item of property or a right which the Luxembourg insurance
undertaking has been divested of shall be governed exclusively by the law of the Member
State in which the case is pending.

Chapter 31 Stay of payment

Art. 2447 Opening of a stay of payment proceeding

The stay of payment by an insurance undertaking referred to in Article 228 may be applied
in the following cases:

a when the undertakingés credit is impaired or
not cessation of payments has occurred;

b) when full performance of theunde r t aki ngdés commitments is compl

c) when the undertakingds approval has been with

Art. 24571 Request

(1) Only the CAA or the Luxembourg insurance undertaking may ask the court to order a
stay of payment under Article 244.

(2) The reasoned request, supported by the substantiating documents, shall be filed in the
court registry to that effect.

(3) When the Luxembourg insurance undertaking makes the request, it shall be required,
under penalty of its claim being declared inadmissible, to inform the CAA thereof before
referring the matter to the court. The court registry shall certify the date and time of filing
of the request and shall immediately inform the CAA thereof.

(4) When the CAA makes the request, it shall notify the Luxembourg insurance undertaking
thereof via a process served by a bailiff. The process served by a bailiff is exempted
from stamp duty and registration duty and from the formality of registration.

(5) The filing of the request by the Luxembourg insurance undertaking or, when the CAA
initiates the process, the notification of the claim, shall automatically entail a total stay
of payments for the said undertaking until a final decision is made concerning the claim,
as well as a prohibition, under pain of nullity, on the undertaking performing any acts
other than protective measures without express authorisation from the CAA.

Art. 2467 Procedure

(1) The court shall rule on the matter promptly at a public hearing on a date and at a time
communi cated t o t he parties beforehand. | f
observations and considers itself sufficiently apprised, it shall rule immediately at a
public hearing without summoning the parties. If the CAA has not filed its observations
and if the court deems it necessary, it shall instruct the court registry to summon the
CAA and the Luxembourg insurance undertaking within three days of the claim being
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filed. It shall hear them in closed session and rule at a public hearing. The judgment
shall indicate the time at which it was delivered.

(2) The court registry shall inform the CAA of the judgment immediately. It shall notify the
judgment to the CAA and to the Luxembourg insurance undertaking by registered letter.
The CAA shall, as a matter of urgency, inform the competent authorities of all the other
Member States of the decision to adopt the said measure and shall indicate its concrete
effects.

(3) The judgment shall determine the terms and conditions of the stay of payment for a
period which shall not exceed six months.

(4) The judgment, even if rendered without one or both of the parties being heard, may not
be the subject of an application to set aside or of third-party proceedings. It shall be
immediately enforceable without an execution copy, notwithstanding any appeal, before
registration and without security.

(5) The CAA and the Luxembourg insurance undertaking may lodge an appeal within fifteen
days of notification of the judgment pursuant to paragraph 2 via a declaration submitted
to the court registry. The appeal shall be judged without delay in summary proceedings
by a chamber of the fACour Sup®rieure de Just
cases. The parties shall be summoned by the court registry within eight days. They shall
be heard in closed session. The court shall rule at a public hearing on a date and at a
time communicated to the parties beforehand. The order shall not be subject to appeal
in supreme court.

(6) If a party should fail to appear, the judgment by default may not be set aside.

(WA judgment granting a stay of pay mentde shal l
surveillanceb t o supervise the management of the Lux
assets.

@BWritten authorisati omdedumweallamced hehadkbmmesseaeigues e
acts and decisions of the Luxembourg insurance undertaking and, failing such
authorisation, they shall be void. The court may nevertheless limit the scope of the
actions subject to aut hodeisgvaitancedn . malyh es ufbcnmoi mimi as
proposals they consider appropriate to deli6b
bodies. They may attend the deliberations of
general meeting of shareholders and its administrative, executive, management or
supervisory bodies.

@Q@In the event of disagreement between the Luxe
and the Acodmeurveilleredador, est he court shal llosedeci de t
session at the request of one of the parties. Its decision shall be unappealable.

(10) The CAA shall perform t he defsunreitancedo nass odf ar ifigch
until the judgment on the claim provided for in Article 245 is delivered.

(11) The court shal | determine t he fees and dexpenses:s
surveillanceo ; it may all ocate advances to them.

(12) At the request of the CAA, the Luxembourg insurance undertaking or the
icommi sdeaurveilalsced, t he court may aménedelivetete t er m
on the basis of this Article.

Art. 2471 Disclosure of the decisions

(1) Within eight days of its delivery, the judgment granting a stay of payment and appointing
one or mor e fide sumeaillarcedqa i raensd | i kewi se any amend
shall be published in the form of an extract
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expense and at t he b e hdesurveillarfcedt, he MRE SANMi ssai r e
in at least two Luxembourg or foreign journals of sufficient circulation designated by the
court.

(2) A judgement reversing a judgment referred to in the previous paragraph shall be
published without delay, in the form of an extract, at the expense of the losing party and
at the behest edde sutvaedllante® o mmi, ssai t he absence of
de surveillanceo , of t he ACRRS®Aad, nwhetehapplicable, in the same
journals in which the judgment was published.

(3) To facilitate their publication in the Official Journal of the European Union, an extract
from the decisions referred to in paragraphs 1 and 2 shall be sent to the Publications
Office of the European Union within eight days of their delivery, at the behest of the
persons referred to in the said points.

(4) The publication referred to in paragraphs 1 and 2 shall indicate the authority which
decided the stay of payment, the object and legal basis of the measure taken and the
paths of appeal. It shall appear in one of the official languages of the Member State in
which the information is published.

(5) A stay of payment shall apply independently of the provisions relating to publication set
forth in paragraphs 1 to 4 above and shall be fully effective in regard to creditors.

(6) The persons responsible for the publication referred to in paragraphs 1 and 2 shall
request registration of the decisions referred to in the said paragraphs in the Trade and
Companies Register in Luxembourg and in any other public register of another Member
State in which such registration is compulsory. The imperative provisions of the law on
the Trade and Companies Register shall apply. The registration fees shall be treated as
procedural costs and expenses.

Chapter 41 Judicial winding-up

Art. 248 7 Opening of dissolution and winding-up proceedings

Dissolution and winding-up of an insurance undertaking referred to in Article 228 may arise
in the following cases:

a) when it appears that the previously decided stay of payment scheme, referred to in
Chapter 3 of this Subtitle is not capable of remedying the situation for which the scheme
was introduced;

b) when the wundertakingds financial position is
longer meet its commitments;

c) when the undertakingds approval has been wit
final.

A decision concerning the opening of winding-up proceedings may be taken in the absence
of an earlier stay of payment measure.

Art. 2491 Request

(1) The request for dissolution or winding-up of a Luxembourg insurance undertaking may
only be made by:

57 Law of 27 February 2018
58 Law of 27 February 2018
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a) the CAA or the Public Prosecutor, with the CAA duly joined in the proceedings, in
the cases referred to in points a) and b) of Article 248;

b) the CAA in the cases referred to in point c) of Article 248.

(2) The reasoned request, supported by substantiating documents, shall be filed in the court
registry.

(3) The CAA or the Public Prosecutor shall notify the filing of the request to the Luxembourg
insurance undertaking via a process served by a bailiff.

Art. 2507 Procedure

(1) The court shall rule on the matter promptly at a public hearing on a date and at a time
communicated to the parties beforehand. The Luxembourg insurance undertaking, the
CAA and the Public Prosecutor shall be summoned by the court registry within three
days of the request being filed. It shall hear them in closed session and pronounce at a
public hearing. The judgment shall indicate the time at which it was delivered.

(2) The court registry shall immediately inform the CAA of the content of the judgment. It
shall notify the judgment to the CAA and to the Luxembourg insurance undertaking by
registered letter. The CAA shall, as a matter of urgency, inform the competent
authorities of all the other Member States of the decision to adopt the said measure and
shall indicate its concrete effects.

(3) When ordering the winding-up , the court shall appoint a fj
judge) and one or more liquidators. It shall determine the method of winding-up. It may
render applicable to such extent as it may determine the rules governing the bankruptcy.
In such cases, it may determine the date of cessation of payments; the said date shall
not precede the filing of the request referred to in paragraph 2 of Article 249 by more
than six months. The method of winding-up may be subsequently changed, either of the
courtos own moti on, or at the request of the

(4) The judgment pronouncing the dissolution and ordering the winding-up, once the
Luxembourg insurance undertaking, the CAA and the Public Prosecutor have been
heard, may not be the subject of an application to set aside or of third-party proceedings.
It shall be immediately enforceable without an execution copy, notwithstanding any
appeal, before registration and without security.

(5) With effect from the judgment, any action concerning movable or immovable property
and any enforcement procedures thereon may be pursued, brought or exercised only
against the liquidators.

(6) The CAA or the Public Prosecutor and the Luxembourg insurance undertaking may
lodge an appeal by way of a declaration to the court registry. The time for lodging an
appeal is fifteen days with effect from notification of the judgment pursuant to paragraph
2. The appeal shall be judged without delay in summary proceedings by a chamber of
the ACour Sup®r i eur ehcileandlorsnerciat cases. dhe partiesn g wi t
shall be summoned by the court registry within eight days. They shall be heard in closed
session. The court shall rule at a public hearing on a date and at a time communicated
to the parties beforehand.

(7) If a party should fail to appear, the judgement rendered by default may not be the subject
of an application to set aside.

(8) The final decision pronouncing the dissolution and ordering the winding-up
automatically entails withdrawal of approval for the Luxembourg insurance undertaking
to undertake insurance transactions, if such approval has not already been withdrawn.
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The provisions of the previous subparagraph shall not prevent the liquidator(s) from
pursuing certain activities of the Luxembourg insurance undertaking insofar as this is
necessary or appropriate for the purposes of the winding-up. Such activities shall be
carried out with the consent of the CAA and under its supervision.

(9) The liquidators shall be accountable both to third parties and to the Luxembourg
insurance undertaking for the performance of their duties and for any misconduct in their
administration.

(10) The court shall determine the fees and expenses of the liquidators; it may allocate

advances to them. | £ otmmd ses\ad Im te assHtsitondd @aon{gj u dhee
existent or inadequate, the procedural formalities shall be exempt from any filing and
registration fees and the |liquidatorsdo fees

(Treasury) and treated as legal fees.

Art. 2517 Publication of the decisions
(1) Within eight days of its delivery, the judgment pronouncing the dissolution and ordering

the winding-u p of a Luxembourg insurance undert ak
commi ssaireo and one or more | iqui dmastsbal (s), a
be published, in the form of an extract, at

expense and at the behest of the liquidators, in the A R E S°add in at least two
Luxembourg or foreign journals of sufficient circulation designated by the court.

(2) A judgement reversing a judgment referred to in the previous paragraph shall be
published without delay, either in the form of an extract, at the expense of the losing
party and at the behest of the liquidators or, in the absence of liquidators, of the CAA,
inthe A R E $%a0d, where applicable, in the same journals in which the judgment was
published.

(3) To facilitate their publication in the Official Journal of the European Union, an extract
from the decisions referred to in paragraphs 1 and 2 shall be sent, at the behest of the
persons referred to in the said paragraphs, to the Office for Official Publications of the
European Union within eight days of their delivery.

(4) The publication referred to in paragraphs 1 and 2 shall indicate the authority which
decided the dissolution and ordered the winding-up, the object and legal basis of the
measures taken and the paths of appeal. It shall appear in one of the official languages
of the Member State in which the information is published.

(5) The winding-up shall apply in addition to the provisions relating to publication set forth
in paragraphs 1 to 4 above and shall be fully effective in regard to creditors.

(6) The persons responsible for the publication referred to in paragraphs 1 and 2 shall
request registration of the decisions referred to in the said paragraphs in the Trade and
Companies Register in Luxembourg and in any other public register of another Member
State in which such registration is compulsory. The imperative provisions of the law on
the Trade and Companies Register shall apply. The registration fees shall be treated as
procedural costs and expenses.

Art. 25271 Information to the creditors and lodging of claims

(1) The liquidators shall inform any known creditor promptly and individually by means of a
written notice.

5%law of 27 February 2019
80Jaw of 27 February 2019
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(2) The notice provided under paragraph 1 shall relate specifically to the time limits to be
respected, the penalties applicable to such time limits, the body or authority authorised
to accept lodging of claims or observations on claims, and the other measures
prescribed. The notice shall also indicate whether creditors whose claim is guaranteed
by a preferential right or a charge on property must prove their debt. In the case of
insurance claims, the notice shall also indicate the general effects of the winding-up
proceedings on the insurance contracts, in particular the date on which the insurance
contracts or the transactions cease to be effective and the rights and obligations of the
insured relative to the contract or the transaction.

(3) The information in the notice referred to in paragraph 1 shall be provided in one of the
of ficial | anguages of Luxembourg. iohtwlodgei s end
a claim: time |imits to be respectedo in all
or, when it is requested that observations be submitted concerning the claims, a form
Al nvitation to submit obser vatoi cones rceosnpceecrt neidnog,
be used. Where a known creditor holds an insurance claim, however, the information
shall be provided in one of the official languages of the Member State of the said
creditordés habitual residence, domicile or re

(4) All creditors shall be entitled to lodge their claims or submit their written observations
on claims and to use for that purpose one of the official languages of the State of their
habitual residence, domicile or registered office. However, the claim lodged or the
observations submitted on the claimg &3 a&pm@lim
or ASubmiobsiesowvavi ons concerning claimso in o
Luxembourg.

(5) The claims of all creditors having their habitual residence, domicile or registered office
in a Member State other than Luxembourg shall receive the same treatment and have
the same rank as any claims of an equivalent type which may be submitted by creditors
having their habitual residence, domicile or registered office in Luxembourg.

(6) The creditor shall send a copy of the substantiating documents, if any exist, and shall
indicate the nature, origination date and amount of the claim if it is claiming a preferential
right, a charge on property or a reservation of title for such debt, as well as the property
on which it is secured. It shall not be necessary to indicate the preferential right granted
to insurance claims by virtue of Article 118.

(7) The liquidators shall keep the creditors regularly and appropriately informed of the
progress of the winding-up proceedings.

(8) The competent authorities of the Member States may request information from the CAA
concerning the progress of the winding-up proceedings.

Art. 253 - Permanent inventory of the matching assets i Impacts

(1) The composition of the assets registered in the permanent inventory of the matching
assets pursuant to Article 118 at the opening of the winding-up proceedings may no
longer be called into question, nor may any change be made to the said inventory, other
than correction of simpl e-colmnriiscali rerbrsamr s,0 Nveie

(2) Notwithstanding paragraph 1 above, the liquidators shall add to the said assets the
financial income arising thereon, as well as the amount of any pure premiums collected
between the opening of the winding-up proceedings and the payment of insurance
claims or a portfolio transfer.

(3) If the proceeds from realisation of the assets are below their valuation in the
aforementioned inventory, the liquidators shall be required to substantiate this to the
fij ycgoemmi ssaireo.
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"Art. 253-1 - Valuation of life insurance claims

For insurance obligations arising from insurance contracts falling within the classes of
insurance listed in Annex Il, insurance claims are valued as follows:

a) Forinsurance claims or parts of insurance claims for which the investment risk is borne
by the policyholder, the claim is equal to the number of units held in the underlying
asset or assets on the day of the opening of the winding-up, as documented for each
asset in the management tools of the undertaking winding up.

b) For other insurance claims or parts of insurance claims corresponding to a savings
transaction of a life insurance or capital redemption contract, the claim is equal to the
value of the corresponding technical provisions calculated on the day of the opening
of the winding-up procedure in accordance with the valuation rules of Chapter 7 of the
Law on annual accounts.

c) Insurance claims corresponding to technical provisions for risks are equal to the
amounts of provisions set aside in the insurer's books.

d) Without prejudice to the fact that the insurance claims corresponding to the outstanding
claims are equal to the cost of the compensation provided for in the contract, they shall
be valued by the liquidators on a provisional basis at the amount of the technical
provisions which should be established in the insurer's books six months after the
opening of the winding-up.

e) Insurance claims do not include amounts not individually allocated in the provisions for
bonuses or in the equalisation provisions.

Art. 253-2 - Valuation of non-life insurance receivables

For insurance obligations arising from insurance contracts in the classes of insurance listed
in Annex |, insurance claims are valued as follows:

a) The claims corresponding to the technical provisions for unearned premiums and the
ageing provisions are equal to the amounts of the provisions set aside in the insurer's
books thirty days after the publication of the decision to open the liquidation.

b) Without prejudice to the fact that the claims corresponding to the claims to be paid are
equal to the cost of the indemnification provided for in the contract, they shall be valued
by the liquidators on a provisional basis at the amount of the technical provisions which
should be established in the insurer's books six months after the publication of the
decision to open the liquidation.

c) Insurance claims do not include amounts not individually allocated in the provision for
unexpired risks, the provision for bonuses or the equalisation provisions.

Art. 253-3 - Segregation of non-life insurance assets

For the purposes of applying Article 118, insurance undertakings authorised for the classes
of insurance listed in Annex | shall identify within the permanent inventory:

a) assets allocated to insurance claims resulting from accepted reinsurance;

b) assets allocated to insurance claims arising from contracts which are the subject of
reinsurance with one or more insurance or reinsurance captives.

All assets of the permanent inventory other than those referred to in the two indents of
subparagraph 1 shall be allocated to other insurance claims.
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Art. 253-4 7 Termination of non-life insurance contracts

Non-life insurance contracts in the classes of insurance listed in Annex | shall be
automatically terminated 30 days after the publication of the decision to open the
liquidation.

Insurance claims resulting from claims covered by current insurance contracts and arising
after the opening of the liquidation but before the automatic termination referred to in the
preceding subparagraph shall be added to the insurance claims existing on the date of the
opening of the liquidation and shall be granted the same rights and preferential rights.

Art. 253-5 - Ranking of life insurance claims

For insurance obligations arising from insurance contracts falling within the classes of
insurance listed in Annex Il, the preferential right referred to in Article 118 shall be exercised
as follows:

a) For each asset underlying the insurance claims referred to in Article 253-1, point a),
creditors of that assetd s  ushail besgranted a first lien on the proceeds from the
realisation of that asset. In the event that, for an asset, the total number of units forming
part of the matching assets is less important than the rights of the aforementioned
insurance creditors, their first lien shall be reduced proportionately.

For any asset referred to in the preceding subparagraph, to the extent that the
insurance contract so provides or with the consent of the creditor concerned, the
liquidators may, transfer to the creditor all or some of the units corresponding to its
contract, in the absence of its liquidation.

b) Holders of insurance claims falling under Article 253-1, points b) and c), shall be
granted a first lien on the proceeds of the liquidation of all the matching assets allocated
to such claims. In the event that this income is less important than the rights of the
aforementioned insurance creditors, their first lien is reduced proportionately.

c) Holders of an insurance claim other than those referred to in points a) and b) and
insurance creditors whose claims could not be fully satisfied by their first lien referred
to in points a) and b) shall be granted the preferential right of Article 118 on amounts
not distributed following the application of the first lien.&*

fiArt. 253-6 - Ranking of non-life insurance claims

For insurance claims arising from insurance contracts falling within the classes of insurance
in Annex I, the privilege referred to in Article 118 shall be exercised as follows:

a) Holders of insurance claims falling within the scope of Article 253-3, paragraph 1, point
a), shall be granted a first lien on the proceeds of the liquidation of all the matching
assets allocated to such claims. In the event that this income is less important than the
rights of the aforementioned insurance creditors, their first lien is reduced
proportionately.

b) Holders of insurance claims falling within the scope of Article 253-3, paragraph 1, point
b), shall be granted a first lien on the proceeds of the liquidation of all the matching
assets allocated to such claims. In the event that this income is less important than the
rights of the aforementioned insurance creditors, their first lien is reduced
proportionately.

61]aw of 10 August 2018
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c) Holders of insurance claims falling within the scope of Article 253-3, paragraph 2, shall
be granted a first lien on the proceeds of the liquidation of all the matching assets
allocated to such claims up to the provisional value of their claim or the actual cost of
the insurance benefit if this is lower than the provisional value. In the event that this
income is less important than the rights of the aforementioned insurance creditors, their
first lien is reduced proportionately.

Insurance creditors referred to in the preceding subparagraph whose claims could not
be fully met by their first lien, shall be granted a second lien on the amounts resulting
from the liquidation of the assets referred to in Article 253-3, paragraph 2, and not
distributed following the application of the first lien.

Holders of an insurance claim other than those referred to in subparagraph 1, points a), b)
and c) and insurance creditors whose claims could not be fully satisfied by their first or
second lien referred to in points a), b) and ¢) shall be granted the preferential right of Article
118 over undistributed amounts following the application of first or second | i € . o

Art. 25417 Completion of the winding-up proceedings

(1) Sums or assets due to creditors, shareholders and partners who did not come forward
before the close of the winding-up proceedings s h a |l | be | odgeadeswi t h th
consignationsod (Consignation office) for the

(2) When the winding-up is completed, the liquidators shall report to the court on the
application of the Luxembourg insurance unde
accounts and supporting documents. The court may appoint one or more
commissioners to examine the documents. A ruling shall be given, after submission of
the commi ssionersdé report where applicabl e, (
close of the winding-up. It shall be published pursuant to paragraph 1 of Article 251.

The said publication shall also indicate:

a)the place designated by the court where the
be lodged for at least five years;

b) the measures taken pursuant to paragraph 1 above relative to the consignment of
any sums and assets which it has not been possible to return to the creditors,
shareholders and partners who might be entitled to them.

Art. 2551 Actions against the liquidators

Any action brought against the liquidators acting in such capacity shall become time-barred
five years after publication of the close of the winding-up proceedings pursuant to Article
254, paragraph 2.

Actions brought against the liquidators relative to acts associated with their functions shall
become time-barred five years after the date of such acts, or, if these acts were wilfully
concealed, with effect from the date of their discovery.

62|aw of 15 December @19
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Subtitle VI

Voluntary ligquidation

Art. 256 i Opening a voluntary liquidation and its effects

(1) A Luxembourg insurance or reinsurance undertaking may only put itself into voluntary
liquidation if it:

a) has relinquished its approval pursuant to Article 129 or has been divested of it
pursuant to points a), b) ou c) of Article 130, and

b) has informed the CAA thereof at least one month before the convening of the
relevant extraordinary general meeting.

The CAA shall retain its supervisory rights. In the event of a voluntary liquidation, the

liquidators appointed by the Luxembourg insurance or reinsurance undertaking must be

approved by the CAA when there remain outstanding insurance or reinsurance
commitments. In the event of a voluntary liquidation following withdrawal of

authorisation, the liquidators appointed pursuant to paragraph 2 of Article 131 shall be
responsible for the Lux embour g insurance ofr reinsurance
liquidation.

(2) A decision of a Luxembourg insurance undertaking to go into voluntary liquidation shall
not deprive the CAA or the Public Prosecutor of the right to ask the court to order the
dissolution and winding-up of an undertaking pursuant to Article 248.

A decision of a Luxembourg reinsurance undertaking to go into voluntary liquidation
shall not impede the opening of dissolution and winding-up proceedings of such
undertaking pursuant to Regulation (EC) No. 1346/2000 of 29 May 2000.

"Title lla

Pension funds

Chapter 1 - General provisions

Section 1 - Definitions and scope

Art. 256-1 - Definitions and abbreviations
For the purposes of this Title, the following definitions shall apply:

1. "cross-border activity" means operating a pension scheme where the relationship
between the sponsoring undertaking and the members and beneficiaries concerned is
governed by the relevant social and labour law relevant to the field of occupational
pension schemes of a Member State other than the home Member State;

2. "members" means persons other than beneficiaries or prospective members, whose past
or current occupational activities entitles or will entitle him to retirement benefits in
accordance with the provisions of a pension scheme;
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10.

11.
12.

13.

14.

15.
16.
17.

"prospective members": means persons who are eligible to join a pension scheme;

"competent authority" means a national authority designated to carry out the duties
provided for in Directive (EU) 2016/2341,;

"beneficiaries": means persons receiving retirement benefits;

"sponsoring undertaking" means any undertaking or other body, regardless of whether it
includes or consists of one or more legal or natural persons, which acts as an employer
or in a self-employed capacity or any combination of these two capacities and which offers
a pension scheme or pays contributions to a pension fund;

"host Member State" means the Member State whose social and labour law relevant to
occupational pension schemes is applicable to the relationship between the sponsoring
undertaking and members or beneficiaries;

"home Member State" means the Member State in which the IORP has been registered
or approved and where its main administration is located;

"key function": means within a system of governance, a capacity to undertake practical
tasks, comprising the risk management function, the internal audit function and the
actuarial function;

"institution for occupational retirement provision" or "IORP" means an institution,
irrespective of its legal form, operating on a funded basis, established separately from any
sponsoring undertaking or trade for the purpose of providing retirement benefits in the
context of an occupational activity, on the basis of an agreement or contract agreed:

- individually or collectively between the employer(s) and the employee(s) or their
respective representatives, or

- with non-salaried workers, individually or collectively, in compliance with the law of
the host and home Member States,

and which carries out activities directly arising from this purpose;
"regulated market" means a regulated market within the meaning of Article 43, point 24;

"management or supervisory body" means the board of directors of a pension fund, or
failing that, any body performing similar functions or roles.

"retirement benefits" means benefits paid by reference to reaching, or the expectation of
reaching, retirement or, where they are supplementary to those benefits and provided on
an ancillary basis, in the form of payments paid in the event of death, disability or
cessation of activity, or in the form of support payments or services in case of sickness,
indigence or death; these benefits may take the form of a life annuity, a temporary annuity,
a single lump sum or any combination of these various possibilities;

"pension scheme" means a contract, an agreement, a trust deed or rules stipulating which
retirement benefits are granted, and under which conditions;

"pension regulation” means a written document outlining the content of a pension scheme;
"biometric risks": risks related to death, disability and longevity;

"durable medium" means an instrument enabling a member or a beneficiary to store
information addressed personally to him in a way that is accessible for future reference
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18.

19.

or for a period of time adequate for the purposes for which the information is intended and
which allows the unchanged reproduction of the information stored;

"multilateral trading facility" or "MTF" means a multilateral trading facility or MTF as
defined in Article 1, point 32, of the Law of 30 May 2018 on markets in financial
instruments;

"organised trading facility" or "OTF" means an organised trading system or OTF as
defined in Article 1, point 38, of the Law of 30 May 2018 on markets in financial
instruments.

Art. 256-2 - Scope of application

This Title shall apply to the pension funds referred to in Article 32, paragraph 1, point 14.

Section 21 Taking-up of business

Art. 256-3 - Principle of approval and registration

(1)

(2)

3)

Any pension fund that is established in the territory of the Grand Duchy of Luxembourg
must be approved by the Minister before starting its activities.

The application for approval shall be accompanied by the following documents and
information:

a) the articles of association of the pension fund;

b) the names, forenames, domicile, residence, profession and nationality or, in the
case of legal persons, the name and registered office of the pension fund executive
as well as the extent of his powers and the duration of his mandate;

c) the names, forenames, domicile, residence, profession and nationality of the
members of the administrative and management bodies of the pension fund;

d) the names, forenames, domicile, residence, profession and nationality or, in the
case of legal persons, the articles of association and registered office of the
participating undertaking or undertakings and entities;

e) the name of the pension fundé s a p pauddor; e d
f)  the business plan.

In addition, the pension fund must provide any other requested information necessary for
the assessment of the request.

The technical details of the application for approval may be laid down by a CAA regulation.

Any pension fund approved in accordance with paragraph 1 shall be entered in a pension
fund register which shall also indicate the names of the Member States in which it carries
out cross-border activities in accordance with Articles 256-62 and 256-63.

Art. 256-4 - Legal form of the pension fund

Pension funds may only be approved if they adopt one of the following legal forms:
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a) cooperative society or cooperative society organised as a public limited company, as
defined by the Law of 10 August 1915 on commercial companies, as amended;

b) non-profit-making association, as defined by the law of 21 April 1928 on non-profit-making
associations and foundations;

¢) mutual insurance association as referred to in Article 48;
d) European cooperative society (SCE) as defined in Regulation (EC) No 1435/2003.

Public-law institutions may also be approved if their purpose is to provide pension benefits
under conditions equivalent to those of private law bodies.

A legal separation must exist between the pension fund and any sponsoring undertaking so
that, in the event of the sponsoring undertaking's bankruptcy, the assets of the pension fund
are safeguarded in the interest of the members and beneficiaries.

Art. 256-5 - Conditions for approval
A pension fund may be approved only if:

a) its corporate purpose is limited to operations relating to pension benefits and those
arising directly therefrom;

b) its central administration is established in the Grand Duchy of Luxembourg, the place
of central administration referring to the place where the main strategic decisions of a
pension fund are taken;

c) its articles of association specify that the sponsoring undertakings commit to guarantee
at all times the solvency and liquidity of the pension fund and the coverage of technical
provisions by making the necessary contributions on first call, when it guarantees the
payment of pension benefits;

d) it is effectively managed by a pension fund executive or a management company of
pension funds fulfilling the conditions set out in Part II, Title Ill, Chapters 1 and 2, whose
services it has contracted by binding agreement;

e) itimplements appropriate rules for the management of the pension schemes offered.

For pension funds operating only under class 2 of Annex IV and in the absence of a
commitment by the sponsoring undertaking to ensure at all times solvency and liquidity as well
as coverage of technical provisions, members of the administrative and management bodies
shall provide proof of adequate civil liability insurance coverage as members of those bodies.

Art. 256-6 - Pension fund managing social security schemes

In the event that a pension fund does also operate compulsory employment-related pension
schemes considered to be social security schemes covered by Regulations (EC) No 883/2004
and (EC) No 987/2009, the liabilities and assets corresponding to its non-compulsory
occupational pension activities must be ring-fenced.
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Section 3 - Transfer of commitments

Art. 256-7 - Definitions
(1) For the purposes of this section, the following definitions shall apply

a) "transferring IORP" means an IORP, other than a pension fund within the meaning of
Article 32, paragraph 1, point 14, which transfers, in whole or in part, a pension
schemed sommitments, technical provisions and other obligations and rights, as well
as corresponding assets or cash equivalent thereof, to a pension fund within the
meaning of Article 32, paragraph 1, point 14;

b) "transferring pension fund" means a pension fund within the meaning of Article 32,
paragraph 1, point 14, which transfers, in whole or in patt a pensi on scheme
commitments, technical provisions and other obligations and rights, as well as
corresponding assets or cash equivalent thereof, to a pension fund within the meaning
of Article 32, paragraph 1, point 14, or to a pension fund subject to supervision by the
CSSF or to an IORP registered or authorised in another Member State;

c) "receiving IORP" means an IORP, other than a pension fund within the meaning of
Article 32, paragraph 1, point 14, which receives, in whole or in part, a pension
schemed sommitments, technical provisions and other obligations and rights, as well
as corresponding assets or cash equivalent thereof, from a transferring pension fund;

d) "receiving pension fund" means a pension fund within the meaning of Article 32,
paragraph 1, point 14, which receives, in whole or in part, a pension schemed s
commitments, technical provisions and other obligations and rights, as well as
corresponding assets or cash equivalent thereof, from a pension fund within the
meaning of Article 32, paragraph 1, point 14, or from a pension fund subject to
supervision by the CSSF or an IORP registered or authorised in another Member State.

Art. 256-8 - Domestic transfers

(1) Paragraphs 2 to 14 shall apply to transfers of all or part of a pension fundd sommitments,
technical provisions and other obligations and rights, as well as corresponding assets or
cash equivalent thereof, to a pension fund within the meaning of Article 1, point 2, of the
law of 13 July 2005 concerning institutions for occupational retirement provision in the
form of sepcav and assep, as amended, referred to as "receiving IORP" for the purposes
of this Article.

(2) Pension funds may transfer all or part of a pension scheme6 sommitments, technical
provisions and other obligations and rights, as well as corresponding assets or cash
equivalent thereof, to a receiving IORP.

(3) The costs of such a transfer shall not be incurred by the remaining members and
beneficiaries of the pension fund or by the existing members and beneficiaries of the
receiving IORP.

(4) The transfer is subject to prior approval by:
a) a majority of the members and a majority of the beneficiaries concerned or, where
applicable, by a majority of their representatives. Information on the conditions of the
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(5)

(6)

transfer shall be made available to the members and beneficiaries concerned and,
where applicable, to their representatives, in a timely manner by the pension fund
before the application referred to in paragraph 5 is submitted;

b) the sponsoring undertaking, where applicable.

The transfer of all or part of a pension schemed sommitments, technical provisions and
other obligations and rights, as well as the corresponding assets or cash equivalent
thereof, from the pension fund to the receiving IORP, is subject to the authorisation by
the CSSF after obtaining the prior consent of the CAA.

The request for authorisation of transfer shall be submitted simultaneously to the CSSF
and the CAA.

The application for the authorisation of the transfer referred to in paragraph 5 shall contain
the following information:

a) the written agreement between the pension fund and the receiving IORP, setting out
the conditions of the transfer;

b) a description of the main characteristics of the pension scheme;

c) adescription of the commitments or technical provisions to be transferred, and of the
other obligations and rights, as well as the corresponding assets or cash equivalent
thereof;

d) the name and location in Luxembourg of the receiving IORP's main administration
and the name and location of the pension fund's main administration;

e) the location of the main administration of the sponsoring undertaking and its name;
f) evidence of the prior approval in accordance with paragraph 4;

g) where applicable, the names of the Member States whose social and labour law
relevant to the field of occupational pension schemes is applicable to the pension
scheme concerned.

(7) The CSSF shall assess whether:

a) all the information referred to in paragraph 6 has been provided;

b) the administrative structure, the financial situation of the receiving IORP and the good
repute and competence or professional experience of its managers are compatible
with the proposed transfer;

c) the long-term interests of the members and beneficiaries of the receiving IORP and
the transferred part of the scheme are duly protected during and after the transfer;

d) the technical provisions of the receiving IORP are fully funded at the date of the
transfer, where the transfer results in cross-border activity;

e) the assets to be transferred are sufficient and appropriate to cover the commitments
and technical provisions, as well as the other obligations and rights to be transferred,
in accordance with the law of 13 July 2005 concerning institutions for occupational
retirement provision in the form of sepcav et assep, as amended, and its implementing
measures.
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(8) The CAA shall assess whether:

a) in case of a partial transfer of a pension schemed s ¢ 0 mmj teéchnieah grosisions
and other obligations and rights, as well as corresponding assets or cash equivalent
thereof, the long-term interests of the members and beneficiaries of the remaining part
of the scheme are adequately protected,;

b) the individual entitlements of the members and beneficiaries are at least identical
after the transfer;

c) the assets corresponding to the pension scheme to be transferred are sufficient and
appropriate to cover the commitments and technical provisions, as well as other
obligations and rights to be transferred.

(9) The CAA shall communicate to the CSSF the results of the assessment referred to in
paragraph 8 within eight weeks of receipt of the application referred to in paragraph 5 in
order to enable the CSSF to take a decision in accordance with paragraph 10.

(10) The CSSF shall grant or refuse the authorisation and communicate its decision to the
pension fund and the receiving IORP within three months of receipt of the application.

(11) Where the CSSF refuses the authorisation, it shall communicate the reasoning for such
refusal to the pension fund and the receiving IORP within the three-month period referred
to in paragraph 10. That refusal, or the failure to act by the CSSF, may be subject to an
action for annulment before the administrative court.

(12) The CSSF shall inform the CAA and, as the case may be, the IGSS or the host authorities
concerned by the transfer, of the decision referred to in paragraph 10 within two weeks
of taking that decision.

(13) Where the transfer concerns a pre-existing cross-border activity, the CAA shall inform the
CSSF of the social and labour law provisions relating to occupational pension schemes
which govern the operation of the pension scheme and the host Member State's
information requirements referred to in Title IV of Directive (EU) 2016/2341 which apply
to the cross-border activity. The CAA shall communicate this information within four
weeks of being informed of the decision taken by the CSSF in accordance with paragraph
10.

The CSSF shall communicate this information to the receiving IORP within one week of
its receipt.

(14) Upon receipt of a decision to grant the authorisation referred to in paragraph 10, the
receiving IORP may start to operate the pension scheme.

(15) Paragraphs 16 to 25 apply to transfers of all or part of a pension schemed sommitments,
technical provisions and other obligations and rights, as well as corresponding assets or
cash equivalent thereof, from one pension fund to another pension fund.

(16) Pension funds may transfer all or part of a pension schemed sommitments, technical
provisions and other obligations and rights, as well as corresponding assets or cash
equivalent thereof, to another pension fund after authorisation by the CAA.

(17) The costs of such a transfer shall not be incurred by the remaining members and
beneficiaries of the transferring pension fund or by the existing members and
beneficiaries of the receiving pension fund.
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(18) The transfer is subject to prior approval by:

a)

b)

a majority of the members and a majority of the beneficiaries concerned or, where
applicable, a majority of their representatives. Information on the conditions of the
transfer shall be made available to the members and beneficiaries concerned and,
where applicable, to their representatives, in a timely manner by the pension fund
before the application referred to in paragraph 19 is submitted;

of the sponsoring undertaking, where applicable.

(19) The transfer of all or part of a pension schemed sommitments, technical provisions and
other obligations and rights, as well as corresponding assets or cash equivalent thereof,
from the transferring pension fund to the receiving pension fund is subject to the
authorisation of the CAA.

(20) The application for the authorisation of the transfer referred to in paragraph 19 shall
contain the following information:

a)

b)

d)

the written agreement between the transferring pension fund and the receiving
pension fund, setting out the conditions of the transfer;

a description of the commitments or technical provisions to be transferred, and of the
other obligations and rights, as well as corresponding assets or cash equivalent
thereof;

evidence of the prior approval in accordance with paragraph 18;

where applicable, the names of the Member States whose social and labour law
relevant to the field of occupational pension schemes is applicable to the pension
scheme concerned.

(21) The CAA checks whether :

a)

b)

d)

e)

f)

the administrative structure, the financial situation of the receiving pension fund and
the good repute and competence or professional experience of its managers are
compatible with the proposed transfer;

the long-term interests of the members and beneficiaries of the receiving pension
fund and the transferred part of the scheme are adequately protected during and after
the transfer;

the technical provisions of the receiving pension fund are fully funded at the date of
the transfer, where the transfer results in cross-border activity;

the assets to be transferred are sufficient and appropriate to cover the technical
commitments and provisions, as well as other obligations and rights to be transferred,
in accordance with this Law and its implementing measures.

in case of a partial transfer of a pension schemed Kabilities, technical provisions and
other obligations and rights, as well as corresponding assets or cash equivalent
thereof, the long-term interests of the members and beneficiaries of the remaining
part of the scheme shall be adequately protected,

the individual entitlements of the members and beneficiaries are at least identical
after the transfer;
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g) the assets corresponding to the pension scheme to be transferred are sufficient and
appropriate to cover the commitments and technical provisions, as well as other
obligations and rights to be transferred.

(22) The CAA shall grant or refuse the authorisation and communicate its decision to the
transferring and receiving pension funds within three months of receipt of the application.

Where the transfer concerns a pre-existing cross-border activity, the CAA shall inform the
receiving pension fund of the social and labour law provisions relating to occupational
pension schemes governing the operation of the pension scheme and the information
requirements of the host Member State referred to in Title IV of Directive (EU) 2016/2341
which apply to the cross-border activity.

(23) Where the CAA refuses the authorisation, it shall communicate the reasoning for such
refusal to the transferring pension fund and the receiving pension fund within the three-
month period referred to in paragraph 22. That refusal, or the failure to act by the CAA,
may be subject to an action for annulment before the administrative court.

(24) The CAA shall inform, as the case may be, the IGSS or the host authorities concerned
by the transfer of the decision referred to in paragraph 22 within two weeks of taking that
decision.

(25) Upon receipt of a decision to grant the authorisation referred to in paragraph 22, the
receiving pension fund may start to operate the pension scheme.

Art. 256-9 - Cross-border transfers from the Grand Duchy of Luxembourg to another
Member State

(1) Pension funds may transfer all or part of a pension scheme6 sommitments, technical
provisions and other obligations and rights, as well as corresponding assets or cash
equivalent thereof, to a receiving IORP located in another Member State.

(2) The costs of such transfer should not be incurred by the remaining members and
beneficiaries of the transferring pension fund or by the members and existing beneficiaries
of the receiving IORP.

(3) The transfer is subject to prior approval by:

a) a majority of the members and a majority of the beneficiaries concerned or, where
applicable, a majority of their representatives. The majority is defined in accordance
with the pension regulation. Information on the conditions of the transfer shall be made
available to the members and beneficiaries concerned and, where applicable, to their
representatives, in a timely manner by the pension fund, before the application referred
to in paragraph 4 is submitted;

b) of the sponsoring undertaking, where applicable.

(4) The transfers referred to in paragraph 1 shall be subject to authorisation by the competent
authority of the receiving IORP's home Member State after obtaining the prior consent of
the CAA.

(5) Where the CAA, in its capacity as competent authority of the transferring pension fund,
receives the request referred to in Article 12, paragraph 4, of Directive (EU) 2016/2341
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(6)

(7)

(8)

from the competent authority of the home Member State of the receiving IORP, it shall
only assess whether:

a) in the case of a partial transfer of a pension scheme6 ssommitments, technical
provisions and other obligations and rights, as well as corresponding assets or cash
equivalent thereof, the long-term interests of the members and beneficiaries of the
remaining part of the scheme shall be adequately protected:;

b) the individual entitlements of the members and beneficiaries are at least identical after
the transfer;

c) the assets corresponding to the pension scheme to be transferred are sufficient and
appropriate to cover the commitments and technical provisions, as well as other
obligations and rights to be transferred, in accordance with this Law and its
implementing measures.

The CAA shall communicate the results of the assessment referred to in paragraph 5
within eight weeks of receipt of the application referred to in Article 12, paragraph 6, of
Directive (EU) 2016/2341.

Where the transfer results in a cross-border activity or concerns a pre-existing cross-
border activity, the CAA shall inform the competent authority of the IORP's home Member
State of the host Member State's provisions on social and labour law relating to
occupational pension schemes governing the operation of the pension scheme and the
information requirements referred to in Title IV of Directive (EU) 2016/2341 which apply
to the cross-border activity. The CAA shall communicate this information within four weeks
of being informed of the decision taken by the competent authority of the receiving IORP
home Member State pursuant to Article 12, paragraph 4, of Directive (EU) 2016/2341.

If the transfer gives rise to cross-border activity within the meaning of Article 7, paragraph
1, of the law of 13 July 2005 on the activities and supervision of institutions for
occupational retirement provision, as amended, the CAA shall inform the IGSS of the
decision referred to in Article 12, paragraph 4, of Directive (EU) 2016/2341.

In the case of a disagreement about the procedure, the content of an action or inaction of
the other competent authority concerned, including a decision to authorise or refuse a
cross-border transfer, the CAA may request EIOPA to carry out non-binding mediation
procedures.

Art. 256-10 - Cross-border transfers from another Member State to the Grand Duchy of
Luxembourg

(1)

(2)

3)

Pension funds may receive all or part of a pension schemed sommitments, technical
provisions and other obligations and rights, as well as corresponding assets or cash
equivalent thereof, from a transferring IORP located in another Member State.

The costs of such transfer shall not be incurred by the remaining members and
beneficiaries of the transferring IORP or by the existing members and beneficiaries of the
receiving pension fund.

The transfer is subject to prior approval by:
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a)

b)

a majority of the members and a majority of the beneficiaries concerned or, where
applicable, a majority of their representatives. The majority is defined according to the
national law of the transferring home Member State. Information on the conditions of
the transfer shall be made available to the members and beneficiaries concerned and,
where applicable, to their representatives, in a timely manner, by the transferring IORP
before the application referred to in paragraph 4 is submitted;

of the sponsoring undertaking, where applicable.

(4) The transfers referred to in paragraph 1 must be authorised by the CAA after obtaining
the prior consent of the competent authority of the transferring IORP's home Member
State as provided for in Article 12, paragraph 4 of Directive (EU) 2016/2341. The
application for authorisation must be submitted by the receiving pension fund to the CAA.
The CAA shall grant or refuse the authorisation and communicate its decision to the
receiving pension fund within three months of receipt of the application.

(5) The application for authorisation of the transfer referred to in paragraph 4 shall contain
the following information:

a)

b)

C)

d)

e)
)
9)

the written agreement between the transferring IORP and the receiving pension fund,
setting out the conditions of the transfer;

a description of the main characteristics of the pension scheme;

a description of the commitments or technical provisions to be transferred, and of the
other obligations and rights, as well as corresponding assets or cash equivalent
thereof;

the names and the locations of the main administrations of the receiving pension fund
and the transferring IORP and the Member State in which the latter is registered or
authorised;

the location of the main administration of the sponsoring undertaking and its name;
evidence of the prior approval in accordance with paragraph 3;

where applicable, the names of the Member States whose social and labour law
relevant to occupational pension schemes is applicable to the pension scheme
concerned.

(6) The CAA shall forward the application referred to in paragraph 4 to the transferring IORP6
competent authority, without delay following its receipt.

(7) The CAA shall only assesses whether:

a)

b)

c)

d)

all the information referred to in paragraph 5 has been provided by the receiving
pension fund;

the administrative structure, the financial situation of the receiving pension fund and
the good repute and competence or professional experience of its managers are
compatible with the proposed transfer;

the long-term interests of the members and beneficiaries of the receiving pension fund
and the transferred part of the scheme are duly protected during and after the transfer;

the technical provisions of the receiving pension fund are fully funded at the date of
transfer, where the transfer results in cross-border activity;
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e) the assets to be transferred are sufficient and appropriate to cover the commitments
and technical provisions, as well as the other obligations and rights to be transferred,
in accordance with the rules applicable in the Grand Duchy of Luxembourg.

(8) Where authorisation is refused, the CAA shall provide the reasoning for such refusal to
the receiving pension fund within the three-month period referred to in paragraph 4; such
refusal, or the failure to act by the CAA, may be subject to an action for annulment before
the administrative court of the Grand Duchy of Luxembourg.

(9) The CAA shall inform the competent authority of the transferring IORP's home Member
State of the decision referred to in paragraph 4 within two weeks of taking that decision.

The CAA shall forward the information it was communicated by the competent authority
of the transferring IORP& Bome Member State under Article 12, paragraph 11, of Directive
(EU) 2016/2341 to the receiving pension fund within one week of its receipt.

(10) Upon receipt of a decision to grant the authorisation referred to in paragraph 4, or if no
information on the decision is received from the CAA on expiry of the period referred to in
paragraph 9, subparagraph 2, the receiving pension fund may start to operate the pension
scheme.

(11) In the case of disagreement about the procedure, the content of an action or inaction of
the other competent authority concerned, including a decision to authorise or refuse a
cross-border transfer, the CAA may request EIOPA to carry out non-binding mediation
procedures.

(12) Where, taking into account the transfer, the pension fund carries out cross-border activity,
the CAA shall inform the host authorities concerned. Article 256-62, paragraphs 8 and 9,
shall apply.

Chapter 2 - Quantitative Requirements

Art. 256-11 - Calculation of contributions

Contributions must be sufficient, under reasonable assumptions, to enable the pension fund
to meet all its obligations, and in particular to establish technical provisions in accordance with
Article 256-12.

To this end, account may be taken of all aspects of the financial situation of the pension fund
without the provision of foreign resources to these contributions being systematic and
permanent in nature, which could jeopardise the solvency of the pension fund in the end.

Art. 256-12 - Technical provisions

(1) Pension funds, whether or not they cover biometric risks or guarantee either investment
returns or a given level of benefits, shall establish at all times, in respect of the total range
of their pension schemes an adequate amount of technical provisions corresponding to
the financial commitments which arise out of their portfolio of existing pension contracts.

(2) Third-country pension funds must establish technical provisions, as referred to in
paragraph 1, for their Luxembourg activities.
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3)

(4)

()

Art.

(1)

(2)

Art
1)

The amount of the provisions referred to in paragraphs 1 and 2 shall be determined in
accordance with the rules laid down by the law on annual accounts.

The calculation of technical provisions shall be carried out by an actuary or other specialist
in that field, including an auditor, in accordance with the following principles:

a) the calculation of the technical provisions is made on the basis of actuarial methods
recognised by the CAA,

b) the amount of the technical provisions shall be calculated by means of a sufficiently
prudent actuarial valuation, taking account of all of the pension fund's commitments
for benefits and for contributions for each of the pension schemes it manages. It must
at least be sufficient both to ensure that pensions and benefits already in payment
continue to be paid to their beneficiaries and to reflect the commitments arising out of
members' accrued pension rights. The economic and actuarial assumptions used for
the valuation of the commitments shall also be chosen prudently, taking account,
where applicable, of an appropriate margin for adverse deviation;

¢) where the commitments of a pension fund in classes 1 and 3 involve one or more
technical interest rates, the CAA shall determine the maximum interest rates in
accordance with Article 72, paragraph 4 of the Law on Annual Accounts. These rates
may differ depending on the currency in which the commitments are expressed,;

d) the biometric tables used for the calculation of the technical provisions are based on
prudent principles, having regard to the main characteristics of the group of members
and pension schemes, in particular the expected evolution of the risks concerned;

e) the method and basis of calculation of technical provisions shall in general remain
constant from one financial year to another. However, discontinuities may be justified
by a change in the legal, demographic or economic circumstances underlying the
assumptions.

The CAA may make the calculation of technical provisions subject to additional and more
detailed requirements, with a view to ensuring that the interests of members and
beneficiaries are adequately protected.

256-13 - Coverage of technical provisions

Technical provisions, including insurance claims not included in technical provisions, must
be represented at all times by matching assets, hereinafter referred to as "assets
matching technical provisions".

Technical provisions shall at all times be fully funded in respect of the total range of
pension schemes operated. If this condition is not met, the CAA shall intervene and
require the pension fund to immediately draw up appropriate measures and implement
them without delay in a way that members and beneficiaries are adequately protected.

. 256-14 - Regulatory own funds

Pension funds operating pension schemes, where the pension fund itself, and not the
sponsoring undertaking or a life insurance undertaking or credit institution, undertakes to
cover biometric risks or guarantees a given investment performance or level of benefits,
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shall on a permanent basis hold, in addition to the technical provisions, additional assets
in order to serve as a buffer. The level of this buffer must reflect the type of risk and the
portfolio of assets held in respect of the total range of schemes operated. Those additional
assets shall be free from any foreseeable commitment and serve a safety capital to absorb
discrepancies between the anticipated and the actual expenses and profits.

(2) For the purposes of calculating the minimum amount of additional assets, the rules laid
down in Articles 256-15 to 256-17 shall apply.

(3) A CAA regulation may establish more precise rules for determining the minimum and
maximum amount of additional assets provided that they are prudentially justified.

Art. 256-15 - Available solvency margin

(1) The pension funds referred to in Article 256-14, paragraph 1, shall at all times hold an
adequate available solvency margin, with regard to all their activities, at least equal to the
requirements of this Law, in order to ensure the long-term sustainability of occupational
pension schemes.

(2) The available solvency margin shall consist of the assets of the pension fund, free of any
foreseeable commitments and less any intangible items, including:

a) the paid-up portion of the share capital or, in the case of pension funds taking the form
of mutual insurance associations, the effective initial fund plus any accounts of the
members of the mutual insurance association which fulfil all the following criteria:

(i) the memorandum and articles of association must stipulate that payments
to members of the mutual insurance association may be made from those
accounts only insofar as this does not cause the available solvency margin
to fall below the required level or, after the dissolution of the undertaking,
where all its other debts have been settled;

(i) the memorandum and articles of association shall provide that, for any
payment referred to in point (i) made for reasons other than the individual
termination of membership of the mutual insurance association, the
competent authorities shall be notified at least one month in advance and
may, during that period, prohibit the payment;

(iii) the relevant provisions of the memorandum and articles of association may
be amended only after the CAA has declared that it has no objection to such
amendment, without prejudice to the criteria referred to in points (i) and (ii);

b) legal and free reserves that do not correspond to the commitments entered into;
c) the profit or loss brought forward, net of dividends payable;

d) profit reserves appearing in the balance sheet where they mayx be used to cover any
losses which may arise and where they have not been made available for distribution
to members or beneficiaries.

The available solvency margin shall be reduced by the amount of own shares held directly
by the pension fund.
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(3) The available solvency margin may also be constituted:

a) by cumulative preferential shares and subordinated loans up to 50% of the lesser of
the available solvency margin or the required solvency margin, of which a maximum of
25% shall consist of fixed-term subordinated loans or fixed-term cumulative
preferential shares, provided that binding agreements exist under which, in the event
of bankruptcy or liquidation of the pension fund, subordinated loans or preferential
shares rank after the claims of all other creditors and are not repaid until all other debts
outstanding at that time have been settled;

b) by securities with no specified maturity date and other instruments, including
cumulative preferential shares other than those referred to in letter a), up to a maximum
of 50 % of the available solvency margin or the required solvency margin, whichever
the lesser, for the total of these securities, and the subordinated loans referred to in
letter (a), provided that they fulfil the following conditions:

(i) they must not be repaid at the initiative of the bearer or without the prior
consent of the CAA;

(i) the contract of issue must enable the pension fund to defer the payment of
interest on the loan;

(i) the lender's claims on the pension fund must rank entirely after those of all
non-subordinated creditors;

(iv) the documents governing the issue of securities must provide for the loss-
absorption capacity of the debt and unpaid interest, while enabling the pension
fund to continue its business;

(v) only fully paid-up amounts shall be taken into account.

For the purposes of letter a), subordinated loans shall also fulfil the following
conditions:

(i) only fully paid-up funds shall be taken into account;

(i) for loans with a fixed maturity, the original maturity shall be at least five years.
No later than one year before the repayment date, the pension fund shall
submit to the CAA for approval a plan showing how the available solvency
margin will be kept at or brought to the required level at maturity, unless the
extent to which the loan may rank as a component of the available solvency
margin is gradually reduced during at least the five years preceding the
repayment date. The CAA may authorise the early repayment of such loans,
provided application is made by the issuing pension fund and its available
solvency margin does not fall below the required level,

(i) loans the maturity of which is not fixed shall be repayable only subject to five
years' notice, unless they are no longer considered as a component of the
available solvency margin or unless the prior consent of the CAA is specifically
required for their early repayment. In the latter case, the pension fund shall
notify the CAA at least six months before the date of the proposed repayment,
specifying the available solvency margin and the required solvency margin
both before and after that repayment. The CAA shall only authorise it where
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the available solvency margin of the pension fund will not fall below the
required level;

(iv) the loan agreement does not contain any clause providing that, in specified
circumstances, other than the winding-up of the pension fund, the debt will
become repayable before the agreed repayment dates;

(v) the loan agreement may only be amended after the CAA has declared that it
has no objection to the amendment.

Upon application, with supporting advice, by the pension fund to the CAA, and with the
agreement of the latter, the available solvency margin may also be established:

a) where zillmerising is not practised or where, if practised, it is less than the loading for
acquisition costs included in the premium, by the difference between the non-
Zillmerized or partially zillmerized mathematical provision and a mathematical
provision zillmerized at a rate equal to the loading for acquisition costs included in the
premium;

b) by hidden net reserves arising out of the valuation of assets, insofar as such hidden
net reserves are not of an exceptional nature;

¢) by one half of the unpaid share capital or initial fund, once the paid-up portion amounts
to 25% of that share capital or fund, up to 50% of the available or required solvency
margin, whichever is the lesser.

The amount referred to in letter a) shall not exceed 3,5 % of the sum of the differences
between the relevant capital sums of life insurance and occupational pension activities
and the mathematical provisions for all policies for which zillmerisation is possible. The
difference may be reduced by the amount of undepreciated acquisition costs entered as
an asset.

256-16 - Solvency margin requirement

The required solvency margin, depending on the commitments entered into, is equal to
the sum of the following results:

a) first result :

it is obtained by multiplying a fraction corresponding to 4% of the mathematical
provisions relating to direct business and reinsurance acceptances, gross of
reinsurance cessions, by the ratio, equal to or greater than 85%, existing for the
previous financial year, between the total amount of mathematical provisions after
deduction of reinsurance cessions and the total gross amount of mathematical
provisions;

b) second result :

for policies on which the capital at risk is not negative, it is obtained by multiplying a
fraction of 0.3% of the amount of such capital underwritten by the pension fund by the
ratio, equal to or greater than 50%, existing for the previous financial year, between
the total amount of capital at risk retained by the pension fund after ceding and
retroceding in reinsurance and the total amount of capital at risk without reinsurance
deduction.
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For term insurance in the event of death, whose duration does not exceed three years,
this fraction is 0.1%. For those with a term of more than three years, but not more than
five years, this fraction is 0.15%.

For supplementary insurance as referred to in Article 2, paragraph 3, letter a), point iii), of
Directive 2009/138/EC, the required solvency margin shall be equal to that provided for
pension funds in Article 256-17.

For capital redemption operations referred to in Article 2, paragraph 3, letter b), point ii),
of Directive 2009/138/EC, the required solvency margin shall be equal to a fraction
corresponding to 4 % of the mathematical provisions, calculated in accordance with
paragraph 1, letter a).

For the transactions referred to in Article 2(3)(b)(i) of Directive 2009/138/EC, the required
solvency margin shall be 1 % of their assets.

For insurance linked to investment funds and covered by Article 2, paragraph 3, letter a,
point i) and ii), of Directive 2009/138/EC and for operations referred to in Article 2,
paragraph 3, letter b), points iii), iv) and v) of Directive 2009/138/EC, the required solvency
margin shall be equal to the sum of the following factors

a) insofar as the pension fund bears an investment risk, a fraction corresponding to 4 %
of the technical provisions, calculated in accordance with paragraph 1, letter a);

b) insofar as the pension fund bears no investment risk, but the allocation to cover
management expenses is fixed for a period exceeding five years, a fraction
corresponding to 1 % of the technical provisions, calculated in accordance with
paragraph 1, letter a);

¢) insofar as the pension fund bears no investment risk and the allocation to cover
management expenses is not fixed for a period exceeding five years, an amount
equivalent to 25 % of the net administrative expenses relating to such insurance and
operations of the preceding financial year;

d) insofar as the pension fund bears a mortality risk, a fraction corresponding to 0,3 % of
the capital at risk, calculated in accordance with paragraph 1, letter b).

256-17 - Solvency margin requirement for the purposes of Article 256-16, paragraph 2

For the supplementary insurance referred to in Article 256-16, paragraph 2, the required
solvency margin shall be determined on the basis of either the annual amount of
premiums or contributions, or the average cost of claims over the last three financial
years.

The required solvency margin shall be equal to the higher of the two results set out in
paragraphs 3 and 4.

The premium basis shall be calculated using the higher of the gross written premiums or
contributions as calculated below or the gross earned premiums or contributions.

Premiums or contributions, including charges ancillary to premiums or contributions, due
in respect of direct business during the previous financial year are aggregated.
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To that sum is added the premiums accepted for all reinsurance during the previous
financial year.

From that sum shall then be deducted the total amount of premiums or contributions
cancelled during the previous financial year, as well as the total amount of taxes relating
to the premiums or contributions entering into the aggregate.

The sum so obtained shall be divided into two portions, a first portion extending up to
50,000,000 euros and a second portion corresponding to the excess; the fractions
corresponding to 18% of the first portion and 16% of the second shall be added together.

The sum so obtained shall be multiplied by the existing ratio, cumulatively over the last
three financial years, between the amount of claims remaining to be borne by the pension
fund after deduction of amounts recoverable under reinsurance and the gross amount of
claims. This ratio shall not be less than 50%.

The claims basis is calculated as follows:

The amounts of claims paid in respect of direct business, without deduction of claims
borne by reinsurers and retrocessionaires, during the periods specified in paragraph 1
shall be aggregated.

To this sum there shall be added the amount of claims paid in respect of reinsurance or
retrocession accepted during these same periods and the amount of provisions for claims
outstanding established at the end of the previous financial year, both for direct business
and for reinsurance acceptances.

From that there shall be deducted the amount of recoveries effected during the periods
specified in paragraph 1.

There shall then be deducted from the sum then remaining the amount of provisions for
claims outstanding established at the beginning of the second financial year preceding
the last financial year for which there are accounts, both for direct business and for
reinsurance acceptances.

One third of the amount so obtained shall be divided into two portions, one of which
extending up to 35,000,000 euros and a second portion corresponding to the excess; the
fractions corresponding to 26 % of the first portion and 23 % of the second shall be added
together.

The sum so obtained shall be multiplied by the existing ratio, cumulatively over the last
three financial years, between the amount of claims remaining to be borne by the
institution after deduction of amounts recoverable under reinsurance and the gross
amount of claims. That ratio shall not be less than 50%.

Where the required solvency margin, calculated in accordance with paragraphs 2 to 4, is
lower than the required solvency margin for the previous financial year, the required
solvency margin shall be at least equal to that of the previous financial year, multiplied by
the ratio of the amount of technical provisions for claims outstanding at the end of the
previous financial year and their amount at the beginning of the previous financial year.
In those calculations, the technical provisions shall be calculated net of reinsurance, but
the ratio may not exceed 1.
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256-18 - Investment rules: basic principles

Assets shall be invested in the best long-term interests of members and beneficiaries as
a whole, taking into account the principle of an equitable distribution of risks and benefits
between generations. In the case of a potential conflict of interest, the pension fund and,
where applicable, the entity managing its portfolio shall ensure that the investment is
made in the sole interest of members and beneficiaries.

In accordance with the prudent person principle, pension funds may take into account the
potential long-term impact of investment decisions on environmental, social and
governance factors.

The assets matching technical provisions must take into account the type of operations
carried out by the pension fund in order to ensure the safety, quality, liquidity and
profitability of the fund's investments.

256-19 - Investment rules: coverage of commitments in classes 1, 2 and 3 of Annex

The choice of asset categories is made within the framework of an investment policy for
the investment of assets accepted by the CAA, the rules of which cannot prevent pension
funds from:

a) investing up to 70% of the assets matching technical provisions or of the entire portfolio
for schemes in which the investment risk is borne by members, in shares, in securities
or negotiable securities treated as shares and corporate bonds admitted to trading on
regulated markets, MTFs or OTFs, and deciding for themselves on the relative weight
of these securities in their investment portfolio;

b) investing up to 30% of the assets matching technical provisions in assets denominated
in currencies other than those in which the commitments are expressed,;

c) investing their assets in long-term investment instruments that are not traded on
regulated markets, MTFs or OTFs;

d) investing in instruments that are issued or guaranteed by the EIB provided in the
framework of European Fund for Strategic Investments, European Long-Term
Investment Funds, European Social Entrepreneurship Funds and European Venture
Capital Funds.

Pension funds shall not be required to invest in specific asset classes or to have their
individual investment decisions authorised or systematically notified.

The CAA may impose, on an individual basis, stricter investment rules on pension funds
justified from a prudential point of view, in particular with regard to the commitments
entered into by the pension fund.

Pension funds must invest their assets in accordance with the prudent person principle
and, in particular, in accordance with the following rules:

a) the assets shall predominantly be invested on regulated markets. Investments in
assets that are not admitted to trading on a regulated financial market must in any
event be kept to prudent levels;
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b) investments in derivative instruments shall be possible insofar as they contribute to a
reduction in investment risks or facilitate efficient portfolio management. They must be
valued on a prudent basis, taking into account the underlying asset, and included in
the valuation of a pension fund's assets. Pension funds shall also avoid excessive
exposure to a single counterparty and to other derivative operations;

c) assets shall be properly diversified in such a way as to avoid excessive reliance on
any particular asset, issuer or group of undertakings and accumulation of risk in the
portfolio as a whole. Investments in assets from the same issuer or issuers belonging
to the same group shall not expose a pension fund to excessive risk concentration;

d) investment in instruments issued by the sponsoring undertaking shall not exceed 5%
of the portfolio as a whole and, when the sponsoring undertaking belongs to a group,
investment in instruments issued by undertakings belonging to the same group as the
sponsoring undertaking shall not exceed 10% of the portfolio. Where the pension fund
operates on behalf of a number of sponsoring undertakings, investments in
instruments issued by those undertakings shall be made prudently, taking into account
the need for proper diversification.

The requirements referred to in letters ¢) and d) shall not apply to investments in
government bonds.

The CAA, taking into account the size, nature, scale and complexity of the activities of
pension funds, shall monitor the adequacy of the credit assessment processes of each
pension fund, assess the use of references to credit ratings issued by credit rating
agencies within the meaning of Article 3, paragraph 1, point b), of Regulation (EC) No
1060/2009 in their investment policies and, where appropriate, encourage mitigation of
the impact of such references, with a view to reducing the sole and mechanistic reliance
on such credit ratings.

Pension funds shall be prohibited from borrowing, except for liquidity purposes and on a
temporary basis, or acting as a guarantor on behalf of third parties.

256-20 - Investment rules: Hedging of commitments under class 2 of Annex IV

For commitments in class 2 of Annex IV, where the benefits provided for in a pension
regulation are directly linked to the value of units in a collective investment undertaking or
to the value of assets contained in an internal fund held by the pension fund, generally
divided into units, the technical provisions concerning these benefits must be represented
as closely as possible by these units or, where the units are not defined, by these assets.

Where the benefits provided for in a pension regulation are directly linked to an equity
index or a reference value other than the values referred to in paragraph 1, the technical
provisions relating to those benefits shall be represented as closely as possible either by
the shares intended to represent the reference value or, where the shares are not defined,
by assets of appropriate security and negotiability corresponding as closely as possible
to those on which the particular reference value is based.

Where the benefits referred to in paragraphs 1 and 2 include a performance guarantee
for the investment or any other guaranteed benefit, the coverage of the corresponding
additional technical provisions shall be subject to the provisions of Article 256-19.
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Chapter 3 - Conditions governing the activity

Section 1 - System of governance

Subsection 1 - Responsibility of the management or supervisory body

Art. 256-21 - Responsibility of the management or supervisory body

The management or supervisory body of a pension fund has the ultimate responsibility for the
compliance by the pension fund concerned with prudential regulations.

Subsection 2 - System governance

Art. 256-22 - General governance requirements

(1) A pension fund must have in place a good administrative and accounting organisation

(2)

3)

(4)

()

(6)

(7)

and adequate internal control procedures.

The administrative and accounting organisation and the internal control procedures must
be comprehensive and adapted to the nature, scale and complexity of the business.

Pension funds shall put in place an effective system of governance which provides for a
sound and prudent management of the business.

That system shall include at least a transparent and adequate organisational structure
with a clear allocation and appropriate segregation of responsibilities and an effective
system for ensuring the transmission of information.

The governance system shall include consideration of environmental, social and
governance factors related to the assets matching technical provisions when making
investment decisions and must be subject to regular internal review.

The governance system shall be proportionate to the size, nature, scale and complexity
of the pension fund's activities.

Pension funds shall have written policies concerning at least their risk management,
internal audit and, where relevant, actuarial activities and outsourcing. They are required
to ensure that these policies are implemented.

These written policies must be reviewed at least every three years. They shall be subject
to prior approval by the management or supervisory body and shall be adapted in the light
of any significant changes affecting the system or area concerned.

Pension funds must have an effective internal control system that includes administrative
and accounting procedures, an internal control framework and appropriate reporting
arrangements at all levels of the pension fund.

Pension funds must take reasonable measures to ensure continuity and regularity in the
performance of their activities, including the development of contingency plans. To that
end, they shall employ appropriate and proportionate systems, resources and
procedures.

The team responsible for the effective management of a pension fund shall include, in
addition to the pension fund executive or delegated pension fund executive referred to in
Article 272, paragraph 3, letters d) and e), another person who fulfilling the requirements
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of good repute referred to in Article 274 and of competence referred to in Article 275,
paragraph 2.

The CAA may, on the basis of a reasoned assessment taking into account at least the
role of the social partners in the overall management of the pension fund and the size,
nature, scale and complexity of the activities of the pension fund, authorise it to be
managed by a single pension fund executive or a management company of pension
funds, represented vis-a-vis the pension fund, the CAA and third parties by a single
delegated pension fund executive.

256-23 - Requirements of good repute and competence

Pension funds must ensure that all persons who effectively run the pension fund or carry
out key functions, as well as persons or entities to which a key function has been
outsourced, permanently comply with the following requirements:

a) persons who effectively run the pension fund must have skills in terms of
qualifications, knowledge and experience adequate to enable them to ensure
collectively a sound and prudent management of the pension fund;

b) persons in key functions must have the skills in terms of qualifications, knowledge
and professional experience adequate to enable them to properly carry out their key
functions;

c) the persons referred to in letters a) and b) must demonstrate their good repute.

The CAA shall assess whether persons who actually run the pension fund or carry out
key functions meet the requirements laid down in paragraph 1.

Where the CAA requires persons referred to in paragraph 1 to provide evidence of good
repute, proof of previous bankruptcy or both, it shall accept as sufficient evidence, for
nationals of other States, the production of an extract from the criminal record or, in the
absence of an extract from the criminal record in the other State, an equivalent document
showing that those requirements are met, issued by a competent judicial or administrative
authority either of the State of which the person concerned is a national or of the Grand
Duchy of Luxembourg.

Where no competent judicial or administrative authority either of the State of which the
person concerned is a national or of Luxembourg issues an equivalent document as
referred to in paragraph 3, it may be replaced by a declaration on oath, or, in States where
such an oath is not provided for, by a solemn declaration, made by the person concerned
before a competent judicial or administrative authority or, where appropriate, a notary of
the State of which the person concerned is a national or of the Grand Duchy of
Luxembourg.

Evidence in respect of no previous bankruptcy may also be provided in the form of a
declaration made by the national of the other State concerned before a competent judicial
authority or qualified professional body of the other State.

The documents referred to in paragraphs 3 to 5 shall be presented within three months of
their date of issue.
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The CAA shall publish on its website the Luxembourg authorities and bodies competent
to issue the documents referred to in paragraphs 3 to 5 and shall immediately inform the
European Commission and the other Member States of any change in this information.

256-24 - Remuneration policy

Pension funds shall establish and apply a sound remuneration policy for all persons who
effectively run or manage them and carry out key functions and for other categories of
staff whose professional activities have a material impact on the risk profile of the pension
fund, in a manner that is proportionate to their size and internal organisation, as well as
to the size, nature, scale and complexity of their activities.

Pension funds regularly disclose publicly relevant information regarding their
remuneration policy.

When establishing and applying the remuneration policy referred to in paragraph 1,
pension funds shall comply with the following principles:

a) the remuneration policy shall be established, implemented and maintained in line with
the activities, risk profile, objectives, long-term interests, financial stability and
performance of the pension fund as a whole, and shall support the sound, prudent and
effective management of pension funds;

b) the remuneration policy shall be in line with the long-term interests of the members
and beneficiaries of the pension schemes operated by the pension fund;

¢) the remuneration policy includes measures to avoid conflicts of interest;

d) the remuneration policy shall be consistent with sound and effective risk management
and shall not encourage risk-taking which is inconsistent with the risk profiles and rules
of the pension fund;

e) the remuneration policy shall apply to the pension fund and to the service providers
referred to in Article 256-35, unless those service providers are covered by Directives
2009/65/EC, 2009/138/EC, 2011/61/EU, 2013/36/EU or 2014/65/EU,;

f) the pension fund shall establish the general principles of the remuneration policy, shall
review and update it at least every three years, and shall be responsible for its
implementation;

g) the remuneration and its monitoring shall be subject to clear, transparent and effective
governance.

Subsection 3 - Key Functions
256-25 - General provisions
Pension funds shall have in place the following key functions:
a) a risk management function,
b) an internal audit function and,

¢) an actuarial function, where the requirements of Article 256-28 are met.
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Pension funds shall ensure that holders of key functions are able to carry out their duties
in an objective, fair and independent manner.

Pension funds may allow the same person or organisational unit to carry out several key
functions, with the exception of the internal audit function, which shall be independent
from the other key functions.

The individual person or organisational unit carrying out a given key function is different
from that performing a similar key function in the sponsoring undertaking. Taking into
account the size, nature, scale and complexity of the pension fund's activities, the CAA
may, upon a reasoned request from the pension fund, allow the pension fund to carry out
key functions through the same person or organisational unit as in the sponsoring
undertaking, provided that the pension fund explains how it intends to prevent or manage
any potential conflict of interest with the sponsoring undertaking.

Holders of a key function are required to report any material findings and
recommendations in the area of their responsibility to the pension funddé management or
supervisory body, which shall determine the actions to be taken.

Without prejudice to the privilege against self-incrimination, the holder of a key function in
a pension fund shall inform the CAA if the management or supervisory body of the pension
fund does not take appropriate and timely remedial action in the following cases:

a) where the person or organisational unit carrying out the key function has detected a
risk that the pension fund will not comply with a legal requirement and has reported its
findings to the management or supervisory body of the pension fund and where this
could have a significant impact on the interests of members and beneficiaries; or

b) where the person or organisational unit carrying out the key function has identified a
significant material breach of the legislation applicable to the pension fund and its
activities in the performance of its key function, and has reported this to the
management or supervisory body of the pension fund.

The communication made under Article 4, letter 0), to the CAA, of information referred to
in paragraph 5 shall not constitute an infringement of any restriction on the disclosure of
information contractually or legally required and shall not give rise to any liability of any
kind with regard to such communication.

256-26 - Risk-management

Pension funds must establish an effective risk management function in a manner
proportionate to their size and internal organisation, as well as the size, nature, scale and
complexity of their activities. This function shall be structured so as to facilitate the
functioning of a risk management system, for which pension funds are required to adopt
the necessary information strategies, processes and procedures to identify, measure,
monitor, manage and report to the management or supervisory body of the pension fund
the risks, at an individual and at an aggregate level, to which the pension funds and the
pension schemes operated by them are or could be exposed and the interdependencies
between these risks.

This risk-management system shall be effective and well-integrated into the
organisational structure and in the decision-making procedures of the pension fund.
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(2) The risk-management system shall cover, in a manner that is proportionate to the size
and internal organisation of pension funds, as well as the size, nature, scale and
complexity of their activities, risks that may occur in pension funds or in organisations to
which tasks or activities of a pension fund have been outsourced at least in the following
areas, where applicable:

a) underwriting and reserving;

b) asset-liability management;

¢) investment, in particular in derivatives, securitisations and similar commitments;
d) liquidity and concentration risk management;

e) operational risk management;

f) insurance and other risk-mitigation techniques;

g) environmental, social and governance risks related to the investment portfolio and the
management thereof.

(3) Where the provisions of the pension scheme provide that members and beneficiaries bear
the risks, the risk management system shall also consider these risks from the perspective
of members and beneficiaries.

Art. 256-27 - Internal audit function

Pension funds must provide for an effective internal audit function in a manner that is
proportionate to their size and internal organisation, as well as the size, nature, scale and
complexity of their activities. The internal audit function shall include an evaluation of the
adequacy and effectiveness of the internal control system and other elements of the system
of governance, including, where applicable, outsourced activities.

Art. 256-28 - Actuarial function

(1) Where a pension fund itself provides cover against biometric risks or guarantees either
an investment performance or a given level of benefits, it shall provide an effective
actuarial function to:

a) coordinate and oversee the calculation of technical provisions;

b) assess the appropriateness of the methodologies and underlying models used in the
calculation technical provisions and the assumptions used for this purpose;

c) assess the sufficiency and quality of the data used in the calculation of technical
provisions;

d) compare the assumptions underlying the calculation of the technical provisions with
empirical observations;

e) inform the pension fundd smanagement or supervisory body of the reliability and
adequacy of the calculation of technical provisions;

f) express an opinion on the overall underwriting policy, in the event of the pension fund
having such a policy;

157/262



(2)

Art.

(1)

(2)

g) express an opinion on the adequacy of insurance or reinsurance arrangements, in the
event of the pension fund having such arrangements;

h) contribute to the effective implementation of the risk-management system.

Pension funds shall designate at least one independent person, inside or outside the
pension fund, who is responsible for the actuarial function.

Subsection 4 T Documents concerning governance

256-29 - Own-risk assessment

Pension funds must carry out and document their own-risk assessment in a manner that
is proportionate to their size and internal organisation, as well as the size, nature, scale
and complexity of their activities.

That risk assessment shall be performed at least every three years or without delay after
any significant change in the risk profile of the pension fund or pension schemes operated
by the pension fund. Where there is a significant change in the risk profile of a specific
pension plan, the risk assessment may be limited to that pension scheme.

The risk assessment referred to in paragraph 1 shall include the following elements:

a) a description of how own-risk assessment is integrated into the management process
and into the decision-making procedures of the pension fund;

b) an assessment of the effectiveness of the risk-management system;

¢) a description of how the pension fund prevents conflicts of interest with the sponsoring
undertaking when outsourcing key functions to that sponsoring undertaking;

d) an assessment of the overall funding needs of the pension fund, including a description
of the recovery plan, where applicable;

e) an assessment of the risks to members and beneficiaries relating to the paying out of
their retirement benefits and the effectiveness of any remedial action, taking into
account, where applicable:

i. indexation mechanisms;

ii. benefit reduction mechanisms, including the extent to which accrued pension
benefits can be reduced, under which conditions and by whom;

f) a qualitative assessment of the mechanisms protecting retirement benefits, including,
as applicable, guarantees, covenants or any other type of financial support from the
sponsoring undertaking, insurance or reinsurance contracts or coverage by a pension
protection scheme in favour of the pension fund or members and beneficiaries;

g) a qualitative assessment of the operational risks;

h) where environmental, social and governance factors are considered in investment
decisions, an assessment of new or emerging risks, including risks related to climate
change, use of resources and the environment, social risks, as well as risks related to
depreciation of assets due to changes in the regulatory environment.
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(3) Forthe purposes of paragraph 2, pension funds must put in place methods to identify and
assess the risks to which they are or could be exposed in the short and in the long term
that may have an impact on the ability of the pension fund to meet its obligations. These
methods shall be proportionate to the size, nature, magnitude and complexity of the risks
inherent in their activities. They are described in the own-risk assessment.

(4) The own-risk assessment shall be taken into account in the strategic decisions of the
pension fund.

Art. 256-30 - Statement of investment policy principles

Every pension fund shall prepare, and review at least every three years, a written statement
of investment policy principles for each pension scheme operated. It must be revised without
delay after any significant change in the investment policy. It must contain, at least, such
matters as investment risk measurement methods, risk-management processes implemented
and strategic asset allocation with respect to the nature and duration of pension commitments,
as well as how the investment policy takes into account environmental, social and governance
factors and is made publicly available.

A CAA regulation may specify more detailed rules as to the content and format of the
statement of investment policy principles.

Subsection 57 Pension fundé accounting
Art. 256-31 - Methods of application of the law on annual accounts

In accordance with Articles 1, paragraph 1, and 61 of the Law on Annual Accounts, that law is
applicable to pension funds, with the following adaptations:

a) By way of derogation from Article 60, paragraph 1, of the Law on Annual Accounts, pension
funds must value the investments in asset item C at current value in accordance with the
provisions of Articles 78 and 79 of the Law on Annual Accounts.

b) For investments in item C, the change between the valuation of investments between two
successive balance sheet dates should be recorded in items Il 3 and 10 of the profit and
loss account.

¢) Any positive balance of the amounts referred to in letter b) must be used in priority to offset
the losses carried forward, the remainder being allocated to the provision for bonuses and
rebates in item C IV of the liabilities. A negative balance is allocated to this item only to the
extent that the available amount shown therein allows.

d) For item C investments valued at their current value, their acquisition value is shown in the
notes.

e) When the commitments of a pension fund in classes 1 and 3 involve one or more technical
interest rates, the CAA determines the maximum interest rates. These rates may differ
depending on the currency in which the commitments are denominated.

f) Article 72, paragraph 4, letter a), subparagraphs 1 and 2 of the Law on Annual Accounts is
not applicable.
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Art. 256-32 - Designation of persons responsible for the statutory audit

Pension funds are required to submit an external audit of their accounts on an annual basis,

at the pension fundd expense, by an approved auditorof compani es (Ar ®vi seur
a g r ®®aprovide evidence of having the professional experience and knowledge referred

to in Article 94.

Art. 256-33 - Duties of persons responsible for statutory audits of the accounts

(1) The approved auditor has the obligation to report promptly to the CAA any fact or decision
concerning a pension fund, of which he has become aware while carrying out that task
and which could be liable to bring about any of the following:

a) to constitute a material breach of the provisions of this Law and of its implementing
measures which lay down the conditions governing authorisation or which specifically
govern pursuit of the activities of pension funds,

b) to impair the continuous functioning of the pension fund,

c) to lead to the refusal of the certification of the accounts or the expression of
reservations.

(2) The approved auditor shall also report any facts and decisions of which he has become
aware in the course of carrying out a task as described in paragraph 1 carried out in an
undertaking having close links resulting from a control relationship with the pension fund
within which he is carrying out that task.

(3) The provisions of Article 95, paragraph 2, shall apply.

Subsection 6 - Keeping of documents
Art. 256-34 - Keeping of documents

(1) Pension funds are required to ensure that their accounts ledgers and other documents
relating to their business activities are held in the Grand Duchy of Luxembourg at all times,
either at their registered office or at any other place duly notified to the CAA.

(2) A CAA regulation shall determine those records and other documentation that must be
continually held and how they are to be kept.

Section 2 - OQutsourcing and investment management
Art. 256-35 - Outsourcing

(1) Pension funds may entrust, in whole or in part, any activity, including key functions and
their management, to service providers operating on their behalf.

The outsourcing of the management function or the day-to-day management of the
pension fund may be entrusted only to a management company of pension funds referred
to in Article 266.

(2) Pension funds remain fully responsible for compliance with all their obligations under
prudential regulations when outsourcing key functions or any other activity.
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3)

(4)

(5)

(6)

(7)

The outsourcing of key functions or other significant operational activities and functions,
including the deposit of assets matching technical provisions, shall not be undertaken in
such a way as to lead to any of the following consequences:

a) impairing the quality of the pension fund's system of governance;
b) unduly increasing the operational risk;

c) impairing the CAA's ability to monitor the compliance of the pension fund with its
obligations;

d) undermining continuous and satisfactory service to members and beneficiaries.

Pension funds shall ensure the proper functioning of outsourced activities through the
process of selecting a service provider and ongoing monitoring of the activities of that
service provider.

The outsourcing agreement concluded between a pension fund and the service provider
must be in the form of a written contract and define the rights and obligations of the parties.

Pension funds shall notify the CAA in a timely manner of any outsourcing of the activities
referred to in paragraph 3. The CAA shall be informed of outsourcing relating to key
functions or the management of the pension fund, before the agreement in respect of any
such outsourcing enters into force. Pension funds shall notify the CAA of any subsequent
important developments concerning outsourced activities.

Pension funds must take the necessary measures to ensure that the following conditions
are met:

a) the service provider must cooperate with the CAA, with regard to the outsourced
function or activity;

c¢) the pension fund, the persons responsible for its day-to-day management, the persons
responsible for carrying out auditing its accounts and the CAA must have effective
access to data relating to the functions or activities outsourced,;

b) the CAA must have effective access to the premises of the service provider and must
be able to exercise this right of access.

Art. 256-36 - Investment management

Without prejudice to Article 256-35, pension funds may outsource the management of their
investment portfolio to one or more investment managers established in Luxembourg or in
another Member State and duly authorised for the management of investment portfolios, in
accordance with Directives 2009/65/EC, 2009/138/EC, 2011/61/EU, 2013/36/EU, 2014/65/EU
and those referred to in Article 2, paragraph 1, of Directive (EU) 2016/2341.

Section 3 - The deposit of matching assets

Art. 256-37 - Segregated assets and permanent inventory

(1)

Pension funds must segregate by way of guarantee of their commitments, assets
matching technical provisions, to a value at least equivalent to the technical provisions,

161/262



(2)

(3)

(4)

Art.

(1)

including the provision for bonuses, calculated in accordance with the valuation rules of
Chapter 7 of the Law on the Annual Accounts.

The movable assets matching technical provisions must be deposited with a depositary
referred to in Article 256-38 under the conditions laid down by CAA regulation.

Pension funds must maintain the permanent inventory of matching assets and
communicate the quarterly positions to the CAA in the forms and deadlines determined
by the CAA.

Articles 118 to 121 shall apply to pension funds.

256-38 - The selection of a depositary

Transferable securities matching technical provisions must be deposited with a depositary
which is:

a) a credit institution having its registered office in the EEA and being authorised in
accordance with Directive 2013/36/EU or

b) a depositary for the purposes of Directive 2009/65/EC, Directive 2011/61/EU or
Directive 2014/65/EU.

and admitted by the CAA.

(2) The depositary shall be appointed by means of a written contract. This contract shall

Art.

(1)

(2)

Art.

(1)

stipulate the transmission of the information necessary for the depositary to carry out its
tasks.

256-39 - Management of conflicts of interest

When carrying out the tasks laid down in Articles 256-40 and 256-41, the pension fund
and the depositary shall act honestly, fairly, professionally and independently, in the
interests of the scheme6 members and beneficiaries.

A depositary shall not carry out activities with regard to the pension fund which may create
conflicts of interest between the pension fund, the schemed members and beneficiaries
and the depositary itself, unless the depositary has functionally and hierarchically
separated the performance of its depositary tasks from its other potentially conflicting
tasks and the potential conflicts of interest are properly identified, managed, monitored
and disclosed to the schemed snembers and beneficiaries and to the management or
supervisory body of the pension fund.

256-40 - Safekeeping of assets and depositary liability

Where the assets of a pension fund relating to a pension scheme consisting of financial
instruments that can be held in custody are entrusted to a depositary for safekeeping, the
depositary shall hold in custody all financial instruments that can be registered in a
financial instruments account opened in the depositaryd sbooks and all financial
instruments that may be physically delivered to the depositary.
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For these purposes, the depositary shall ensure that financial instruments which can be
registered in a financial instruments account opened in the depositary's books are
registered in the depositary's books within segregated accounts, in accordance with the
rules laid down in Directive 2014/65/EU, opened in the name of the pension fund, so that
they can be clearly identified as belonging to the pension fund or to the schemeé s
members and beneficiaries at all times.

(2) Where the assets of a pension fund relating to a pension scheme consist of assets other
than those referred to in paragraph 1, the depositary shall verify that the pension fund is
the owner of the assets and shall maintain a record of those assets. This verification shall
be carried out on the basis of information or documents provided by the pension fund and
on the basis of external evidence if such elements are available.

(3) The depositary shall be liable to the pension fund and to members and beneficiaries for
any loss suffered by them as a result of unjustifiable failure to perform its obligations or
improper performance thereof.

(4) The depositary shall not be released from its liability, as referred to in paragraph 3, by the
fact that it entrusts all or part of the assets in its custody to a third party.

Art. 256-41 - Oversight duties

In addition to the tasks referred to in Article 256-40, paragraphs 1 and 2, the depositary
appointed for the oversight duties:

a) carry out instructions of the pension fund, unless they conflict with the Law or the rules
of the pension fund,

b) ensure that, in transactions involving the assets of the pension fund relating to a
pension scheme, any consideration is remitted to the pension fund within the usual
time limits;

¢) ensure that the income produced by assets is applied in accordance with the pension
fund regulation.

Art. 256-42 - Powers of the CAA in respect of assets located in the Grand Duchy of
Luxembourg

As national supervisory authority for insurance or reinsurance undertakings within the
meaning of Article 2, paragraph 2, the CAA may prohibit the free disposal of assets of an
IORP, resulting from insurance or reinsurance contracts with Luxembourg insurance or
reinsurance undertakings or pension funds. Such a prohibition may only take place at the
request of the IORP's home authority in accordance with the provisions of its national law
adopted pursuant to Article 48 of Directive (EU) 2016/2341.
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Art.

(1)

(2)

Art.

(1)

Chapter 4 - Information to be given to prospective members, members and
beneficiaries

Section 1 - General provisions
256-43 - Principles

Without prejudice to more stringent provisions in the pension scheme's pension regulation
and in the social and labour law applicable to the pension scheme, each pension fund
must provide to:

a) prospective members at least the information forest out in Article 256-48;

b) affiliates at least the information forest out in Articles 256-44, 256-45, 256-46, 256-47,
256-49 and 256-51;

¢) beneficiaries at least the information forest out in Articles 256-44, 256-50 and 256-51.
The information referred to in paragraph 1 are:
a) regularly updated;

b) written in a clear manner, using clear, succinct and comprehensible language, avoiding
the use of jargon and avoiding technical terms where everyday words can be used
instead;

¢) not misleading, and consistency shall be insured in the vocabulary and content;
d) presented in a way that is easy to read;

e) available in an official language of the Member State whose social and labour law
relevant to the field of occupational pension schemes is applicable to the pension
scheme concerned;

f) made available to prospective members, members and beneficiaries free of charge,
through electronic means, including on a durable medium or by means of a website,
or on paper.

256-44 - General information onwards the pension scheme

Depending on the nature of the pension scheme, each pension fund must make available
to members and beneficiaries, in its pension regulation, at least the following information:

a) the name of the pension fund, the fact that it is authorised in the Grand Duchy of
Luxembourg and supervised by the CAA,

b) the circle of persons that could become members and beneficiaries,

c) the definition of contributors and, where applicable, financial institutions with
commitments to the pension fund,

d) the rights and obligations of the parties to the pension scheme, including:

(i) all obligations of the contributor(s), including in the event of underfunding of the
pension scheme, and, where applicable, the obligations of financial institutions
with commitments towards the pension fund,
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(i) the pension fund's obligations to inform members and beneficiaries, as well as
their representatives, where applicable,

(i) the rights of members at the time of their retirement, in the event of disability,
termination of employment and insolvency of the contributing company, as well
as the rights of dependants in the event of the death of a member,

e) the method of calculation and the frequency of calculation of the accrued rights of each

f)

member and beneficiary and the rules relating to the communication of information on
these rights,

the conditions of affiliation and exit of members and beneficiaries and, where
applicable, the definition of the waiting period,

g) mechanisms for protecting accrued entitlements and benefit reduction mechanisms,

where applicable,

h) the terms and conditions for the retention, transfer and redemption of members'

)

K)

acquired rights, including in the event of termination of employment and non-
acceptance of the pension regulation or a clause or amendment thereto,

information on the investment profile,

information on the financial, technical and other risks related to the pension scheme,
as well as on the nature and distribution of these risks, including a statement of the
principles on which the investment policy is based within the meaning of Article 256-
30,

the conditions relating to total or partial guarantees under the pension scheme or a
given level of benefits or, where no guarantee is foreseen under the pension scheme,
a statement to that effect,

for schemes covered by class 2 of Annex IV and for those where investment decisions
may be taken by members:

() the definition of the investment policy, the specific goals it proposes and the
criteria on which it is based,

(i) in the case of options between several investment profiles, information on the
conditions regarding the range of possible investment options and, where
applicable, the default investment option and the provisions of the pension
scheme governing the allocation of a given member to an investment option,

(i) the place where to find information on the past performance of investments
related to the pension scheme over a minimum period of five years or over the
entire period of operation of the scheme if it is less than five years,

m) the cost structure borne by members and beneficiaries, for schemes which do not

provide a given level of benefits,

n) the options available to members and beneficiaries to obtain payment of their pension

benefit,

0) the procedures for establishing and amending the pension regulation and the pension

benefit statement as laid down in the articles of association,
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(2)

Art.

(1)

(2)

Art.

(1)

(2)

(3)

(4)

()

p) where applicable, a description of the principles governing the allocation of any surplus
remaining on the winding-up of the pension scheme.

Members and beneficiaries or their representatives shall receive, within a reasonable
period of time, all relevant information concerning any amendments to the provisions of
the pension scheme. In addition, pension funds shall provide them with an explanation of
the impact of significant changes in technical provisions on members and beneficiaries.

256-45 - Information to be provided by the pension fund to members

Without prejudice to more stringent provisions in the pension scheme's pension regulation
or the pension benefit statement, each member shall also receive upon request detailed
and substantial information on:

a) the level of pension benefits to be achieved, if any;
b) the level of benefits in the event of termination of employment;

c) where the member bears the investment risk, the range of possible investment
options and the existing investment portfolio, with a description of the risks and costs
relating to these investments;

d) the terms of the transfer of pension benefits to another IORP in the event of
termination of the employment contract.

Each year, members shall receive brief information on the situation of the pension fund.

Section 2 - Pension benefit statement and Supplementary Information
256-46 1 Pension benefit statement

Pension funds shall draw up a concise pension benefit statement containing key
information for each member, taking into consideration the specific nature of each national
pension system and the internal social, tax and labour laws applicable. The title of the
document must contain the expression "pension benefit statement".

The exact date on which the information in the pension benefit statement refers is clearly
indicated.

The information contained in the pension benefit statement rights must be accurate,
updated and made available free of charge to each member at least annually, by
electronic means, including a durable medium or by website, or on paper. Where
information has been transmitted electronically, a paper copy shall be provided free of
charge to members on request.

Any material change in the information contained in the pension benefit statement
compared to the previous year shall be clearly indicated.

The pension benefit statement shall include at least the following key information for
members:

a) personal details of the member, including, where applicable, a clear indication of the
statutory retirement age laid down in the pension scheme or estimated by the pension
fund, or the retirement age set by the member, as the case may be;
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Art.

(1)

b) the name of the pension fund and its contact address and the identification of the
member's pension scheme;

c) where applicable, any information on full or partial guarantees under the pension
scheme and, if relevant, where further information can be found;

d) information on pension benefits projections based on the retirement age as specified
in letter a), and a disclaimer that such projections may differ from the final value of the
benefits received. If the pension benefit projections are based on economic scenarios,
that information shall also include a best estimate scenario and an unfavourable
scenario, taking into consideration the specific nature of the pension scheme;

e) information on accrued entitlements and accumulated capital, taking into consideration
the specific nature of the pension scheme;

f) information on the contributions paid by the sponsoring undertaking and the member
to the pension scheme at least over the last 12 months, taking into account the specific
nature of the pension scheme;

g) a breakdown of the costs deducted by the pension funds at least over the last 12
months;

h) information on the funding level of the pension scheme as a whole.

In order to determine the assumptions on which the projections referred to in paragraph
1, letter d), are based, pension funds must take into account the following rules:

a) they shall favour official sources;

b) they shall select their sources taking into consideration the quality and timeliness of
the data;

c) they must take appropriate measures to identify and manage potential conflicts of
interest related to the selection of such sources;

d) they shall be able to provide information on the sources, methods and procedures
used;

These rules are applied by pension funds to determine, where applicable, the annual
nominal rate of return on investment, the annual inflation rate and future wage
developments.

256-47 - Additional information

The pension benefit statement shall specify the procedures for obtaining additional
information, including in particular:

a) further practical information on the options available to members under the pension
scheme;

b) documents drawn up in accordance with Articles 256-30 and 256-31;

c) where applicable, information on the assumptions used to estimate the amounts
expressed in life annuities, in particular with respect to the annuity rate, the type of
provider and the duration of the annuity;

d) information on the level of benefits, in case of cessation of employment.
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(2)

Art.

(1)

(2)

(3)

Art.

(1)

(2)

Art.

(1)

(2)

3)

For pension schemes falling under class 2 of Annex IV and where an investment option
is imposed on the member by a specific rule provided for in the pension scheme, the
pension benefit statement shall indicate where additional information is available.

Section 3 - Other information and documents to be provided
256-48 - Information to be provided to prospective members

Pension funds must ensure that prospective members of a pension scheme are informed
of the following:

a) the options available to them, including investment options;
b) the relevant features of the pension scheme, including the kind of benefits;

c) information on whether and how environmental, climatic, social and corporate
governance factors are considered in the investment approach;

d) where further information is available.

The information referred to in paragraph 1 shall be provided to prospective members:
a) before their affiliation if this is not automatic; or

b) immediately after affiliation if it takes place automatically.

For pension schemes falling under class 2 of Annex IV, prospective members shall
receive from the pension fund information on the past performance of investments related
to the pension scheme over a minimum period of five years or over the entire period of
operation of the scheme if it is less than five years, and information on the cost structure
borne by members and beneficiaries.

256-49 - Information to be provided to members during the pre-retirement phase

Pension funds must provide each member in due time before the retirement age referred
to in Article 256-46, paragraph 6, letter a), with information on the options about the benefit
pay-out options available to members in taking their retirement benefits t.

The information referred to in paragraphl shall be provided to each member who so
requests.

256-50 - Information to be provided to beneficiaries during the payment phase

Pension funds must periodically provide beneficiaries with information about the benefits
due and the corresponding pay-out options.

Pension funds must inform beneficiaries without delay after a final decision has been
taken, resulting in any reduction in the level of benefits due, and at the latest three months
before that decision is implemented.

When a significant level of investment risk is borne by beneficiaries during the pay-out
phase, beneficiaries should receive appropriate information on a regular basis.
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Art. 256-51 - Additional information to be provided on request to members, beneficiaries
and sponsoring undertakings

(1)

(2)

At the request of a member, a beneficiary or theirs representative, the pension fund shall
provide the following additional information:

a) the annual accounts and annual reports referred to in Article 256-31 or, where a
pension fund is responsible for more than one scheme, those accounts and reports
relating to their particular pension scheme;

b) the statement of investment policy principles, as referred to in Article 256-30;

c) any further information on the assumptions used to generate the projections in the
pension benefit statement.

Sponsored undertakings may also, on request, be provided with the accounts and annual
reports of the pension fund.

Chapter 5 - Prudential supervision

Section 1 - Supervisory authorities and general rules for prudential supervision

Art. 256-52 - Prudential supervision

The CAA supervision is based on a forward-looking and risk-based approach.

That supervision appropriately combines off-site reviews and on-site inspections.

The CAA shall exercise its supervisory powers in a manner which is timely and proportionate
to the size, nature, scale and complexity of the pension fund's activities.

Art. 256-53 - Prudential control process

(1)

(2)

3)

The CAA shall review the strategies, processes and reporting procedures established by
pension funds to comply with the provisions of this Law and the regulations, taking into
account the size, nature, scale and complexity of the pension fund's activities.

That review shall take into account the circumstances in which pension funds operate
and, where applicable, third parties carrying out outsourced key functions or other
activities for them. The review shall comprise the following elements:

a) an assessment of the qualitative requirements relating to the system of governance;
b) an assessment of the risks the pension fund faces;
¢) an assessment of the pension fund's ability to assess and manage those risks.

The CAA has monitoring tools, including stress-tests, that enable it to identify any
deterioration in a pension fund's financial condition and to monitor how it is being
remedied.

The CAA requires pension funds to remedy weaknesses and deficiencies identified in the
prudential supervision process.
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(4) The CAA shall define the minimum frequency and scope of the review laid down in
paragraph 1, having regard to the size, nature, scale and complexity of the activities of
the pension fund concerned.

Art. 256-54 - Other provisions concerning prudential supervision

Articles 57, 58, except paragraph 2, letter d), 61, 62 and 63, with the exception of paragraph
2, letter d), shall apply to pension funds.

The CAA shall ensure that the rules on administrative sanctions and other measures
applicable to violations of this Title are published.

Art. 256-55 - National prudential provisions

The CAA shall communicate to EIOPA the national prudential provisions relating to
occupational pension schemes imposed by this Law and by the measures taken for its
implementation. The CAA updates this information regularly, and at least every two years.

Section 2 - Pension funds in difficulty or in an irregular situation
Art. 256-56 - Powers of intervention and duties of the competent authorities
(1) The CAA may restrict or prohibit the activities of a pension fund, in particular if:
a) it fails to protect the interests of members and beneficiaries;
b) it no longer fulfils the conditions of operation;
c) it fails seriously in its obligations under the rules to which it is subject;

d) in the case of cross-border activity, it does not respect the requirements of the host
Member State's social and labour law on occupational pension schemes.

Any decision to prohibit or restrict the activities of a pension fund shall be fully justified
and notified to the pension fund.

(2) The CAA may also restrict or prohibit the right of a pension fund to dispose of its assets,
in particular where it has failed to established sufficient technical provisions for its entire
business, has insufficient assets matching technical provisions or has failed to hold the
regulatory own funds;

(3) In order to safeguard the interests of members and beneficiaries, the CAA may transfer,
in whole or in part, the powers conferred by Luxembourg law on the executives of a
pension fund to a special representative with the competences to exercise these powers.

Art. 256-57 - Identification and notification of deteriorating financial conditions by
pension funds

Pension funds shall have procedures in place to identify deteriorating financial conditions and
shall immediately notify the CAA when such deterioration occurs.
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Art. 256-58 - Prohibition of free disposal of assets

Where a pension fund does not comply with Article 256-12 or has been subject to a measure
to withdrawal of its authorisation, the CAA may request the other supervisory authorities to
take such restrictive or prohibitive measures relating to the pension fund 6assets situated in
their territory.

Section 3 - Waiver and revocation of approval
Art. 256-59 - Request for waiver of approval

(1) Pension funds may only relinquish their authorisation to conduct business on any class of
activity listed in Annex IV with the Minister6 s c o.nsent

Without prejudice to the provisions of Sections 2 and 3 and Chapter 7 of this Title, where
a pension fund renounces its authorisation to conduct business in one or more classes of
activity, the CAA shall oversee the relevant liquidation procedures in the interest of the
members.

(2) The renunciation request must be sent to the CAA and specify the validity end date of the
authorisation.

(3) The CAA shall notify the pension fund of the Minister's decision.
If the request is accepted:

a) the authorisation shall cease to be valid on the date indicated in the request or on
the date of notification of the Minister's decision, if such date comes later. The end
of validity of the authorisation results in a prohibition to do new business in the class
or classes of activity for which it was granted;

b) the CAA shall inform the public thereof via publication in the Official Journal of the
Grand Duchy of Luxembourg. The renunciation shall only become effective to third
parties from the date of such publication.

(4) The provisions of Article 256-61, paragraphs 6 and 7, shall apply.

Art. 256-60 - Withdrawal of authorisation

The Minister may withdraw an authorisation granted a pension fund for all classes of
activity or only some of them where the pension fund concerned:

(a) does not make use of the authorisation within twelve months or ceases to pursue
business for more than six months; or

(b) no longer fulfils the conditions for authorisation; or

(c) fails seriously in its obligations under the regulations to which it is subject.

Art. 256-61 - Procedure for the withdrawal of authorisation

(1) A decision on withdrawal, referred to in Article 256-60 shall be given on a simple request
from the CAA. A preliminary investigation is carried out by the CAA, the pension fund
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having been through its submissions in response or duly summoned by registered letter.
The pension fund may be assisted or represented.

Withdrawal may be determined for all the classes of activity in which the pension fund
conducts business or for just one or more of them.

The withdrawal decision must be precisely reasoned and shall be notified to the pension
fund via a process served by a bailiff.

With effect from its notification, withdrawal entails a prohibition on the conducting of
business in the class or classes of activity in respect of which it was ordered. The
withdrawal shall be published in the Official Journal of the Grand Duchy of Luxembourg
by the CAA.

(2) Without prejudice to the provisions of Sections 2 and 3 and Chapter 7 of this Title, in the

(3)

(4)

()

(6)

(7)

event of withdrawal of authorisation, the CAA shall appoint one or more special
administrators.

In the event of a partial withdrawal of the authorisation, the appointment of a special
administrator is optional.

The special administrators appointed pursuant to paragraph 2 shall have the following
powers and duties, inter alia.

They shall collect from the sponsoring undertakings the contributions and unpaid and
future premiums resulting from the commitments made by those undertakings.

They may, with the CAAS® approval and according to the provisions of Articles 256-8 and
256-9, transfer all or part of the pension commitments they are entrusted with to one or
more IORPs or to one or more insurance undertakings, assigning to such transfer the
portion of the assets matching technical provisions established for the benefit of those
commitments.

The CAA shall determine the fees and expenses of the special administrators it appoints;
they shall be met by the pension fund.

Notwithstanding Article 118, such fees and expenses may be deducted from the
segregated assets. Such deductionsmusthave t he CAAOGs prior

The provisions of article 256-82 shall apply to special administrators appointed by the
CAA.

In the event of the withdrawal of the authorisation, the CAA shall notify the supervisory
authorities of the other Member States and EIOPA and invite them to take appropriate
measures to prevent the pension fund concerned from commencing new operations
within their territories.

The CAA shall, together with the supervisory authorities concerned, take all measures
necessary to safeguard the interests of members and, in particular, shall restrict the free
disposal of the assets of the insurance undertaking in accordance with Articles 256-56.
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Section 4 - Cross-border activities

Art. 256-62 - Cross-border activities and procedures in another Member State

(1)

(2)

(3)

(4)

()

(6)

(7)

(8)

Pension funds authorised under this Law may provide their services to sponsoring
undertakings established in the territory of other Member States.

Any pension fund wishing to carry out cross-border activity in one or more Member States
shall first notify its intention to the CAA by indicating:

a) the host Member States, identified by the sponsoring undertaking;

b) the name and the location of the main administration of the sponsoring
undertaking;

¢) the main characteristics of the pension scheme to be operated for the sponsoring
undertaking.

Where the CAA receives a natification referred to in paragraph 2, and unless the CAA has
issued a reasoned decision that the administrative structure or the financial situation of a
pension fund or the good repute or competence of the managers of a pension fund are
not compatible with the proposed cross-border activity, the CAA shall communicate to the
competent authority of the host State the information referred to in paragraph 2 within
three months of receipt of the complete notification and shall inform the pension fund
thereof.

The reasoned decision referred to in the first subparagraph shall be taken within three
months of receipt of all the information referred to in paragraph 2.

Where the CAA does not communicate the information referred to in paragraph 2 within
the period provided for in paragraph 3 to the competent authority of the host State, it shall
inform the pension fund of the reasons for its refusal within the same period.

This non-communication of information is equal to refusal and may be subject to an action
for annulment before the administrative court.

Pension funds carrying outs cross-border activity are subject to the information
requirements referred to in Title IV of Directive (EU) 2016/2341, imposed by the host
Member State in respect of prospective members, members and beneficiaries which that
cross-border activity concerns.

The CAA shall forward to the pension fund the information received from the competent
authority of the host Member State pursuant to Article 11, paragraph 7, of Directive (EU)
2016/2341.

On receipt of the communication referred to in paragraph 6, or in the absence of such
communication from the CAA on expiry of the period provided for in Article 11, paragraph
7, of Directive (EU) 2016/2341, the pension fund may start to carry out cross-border
activity in accordance with the provisions of the host Member State's social and labour
law relating to occupational pension schemes and the host Member State's information
requirements referred to in Article 11, paragraph 7, of Directive (EU) 2016/2341.

The CAA shall forward the information received from the competent authority of a host
Member State pursuant to Article 11, paragraph 9, of Directive (EU) 2016/2341 to the
pension funds concerned.
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(9) If the competent authority of the host Member State informs the CAA of irregularities
revealed by its supervision in accordance with Article 11, paragraph 7, of Directive (EU)
2016/2341, the CAA, in coordination with the competent authority of the host Member
State, shall take the necessary measures to ensure that the pension fund concerned puts
an end to the detected breach.

Art. 256-63 - Cross-border activity in a third country

Pension funds may provide their services to sponsoring undertakings established in third
countries in accordance with the provisions of the national law applicable to such activity.

Chapter 6 - Reorganisation and winding-up of pension funds

Section 1- Scope and definitions
Art. 256-64 1 Scope of this Chapter

This Chapter shall apply to reorganisation measures and winding-up proceedings of
Luxembourg pension funds.

Art. 256-65 1 Definitions
For the purposes of this Chapter, the following definitions shall apply:

1. Aicompetent authoritieso: the administrative o
which are competent for the purposes of the reorganisation measures or the winding-
up proceedings;

2. Areorgani sation measur eso: t he st &gction8, paymel
together with any other measures involving any intervention by the administrative or
judicial authorities which are intended to preserve or restore the financial situation of
pension fund and which affect pre-existing rights of parties other than the pension fund
itself, including but not limited to measures involving the possibility of a suspension of
payments, suspension of enforcement measures or reduction of claims;

3. Aicol |l ect i-wpe pmioncdeéendyi ngs 0: -uplpmcedure ceferced lin wi ndi r
Section 4, together with any collective proceedings involving the realisation of the
assets of a pension fund and the distribution of the proceeds among the creditors or
sponsoring undertakings, which necessarily involve any intervention by the
administrative or judicial authorities of a Member State, including where the collective
proceedings are terminated by a composition or other analogous measure, whether or
not the proceedings are founded on insolvency or are voluntary or compulsory;

4. Aadmini strator 0: a person or body appointed
purpose of administering reorganisation measures;

5. Al i qui dator o0: a person oreteri adhgritiea prpby that ed by
governing bodies of a pension fund for the purpose of administering winding-up
proceedings.
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Section 2 - Provisions common to reorganisation measures and collective winding-up
procedures

Art. 256-66 1 General provision

Without prejudice to the provisions of Article 256-77, paragraph 3, the following texts shall not

apply to pension funds : ACode de Commerce Book 1110, the pr
1886 on court-approved compositions and arrangements with creditors aimed at preventing

bankruptcy, as amended, and the provisions of the Grand-Ducal Decree of 24 May 1935
supplementing the legislation relating to stays of payment, court-approved compositions

aimed at preventing bankruptcy through a controlled management scheme, as amended.

Art. 256-67 - Adoption of reorganisation or winding-up measures

QD The district court for commerci al matters, re
courto, shall have sole competence forb6-appl yin
71 and 256-75 in regard to a pension fund.

(2) In exercising their powers pursuant to the law of Luxembourg, the executive bodies of a
pension fund subject to stay of payment proceedings and the liquidators of a Luxembourg
pension fund placed in judicial liquidation shall respect the law of the Member State on
whose territory they plan to take action, particularly in regard to the procedures applicable
to realisation of the assets and the information provided to salaried workers. The said
executive bodies or liquidators shall not resort to the use of force or settle any litigation or
dispute.

Art. 256-68 1 Exemption from the formality of stamping and registration, expenses and
fees

All deeds and other documents likely to provide information to the court concerning the
requests referred to in Sections 3 and 4 shall be exempted from the formality of stamping and
registration.

The fees of the administrators and the liquidators and all other expenses incurred pursuant to
Sections 3 and 4 shall be met by the Luxembourg pension fund concerned. Notwithstanding
Article 118, the fees and expenses may be deducted from the segregated assets.

Art. 256-69 - Applicable law

(1) Pension funds shall be wound up in accordance with Luxembourg law and the procedures
applicable in Luxembourg, insofar as this Part does not otherwise provide.

(2) Luxembourg law determines in particular:

a) the property covered by the divestiture and the situation of the property acquired by
the pension fund or in respect of which ownership was transferred to it following the
adoption of the reorganisation measure or the opening of the collective winding-up
procedure;

b) the respective powers of the pension fund and the liquidator or the person entrusted
with the management of the reorganisation measures;

c) the conditions under which compensation may be invoked against third parties;

d) the effects of adopting a reorganisation measure or a collective winding-up procedure
for the contracts in force which the pension fund is a party to;
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e) the effects of adopting a reorganisation measure or a collective winding-up procedure
for individual proceedings, with the exception of the cases in progress, as envisaged
in Article 243;

f) the claims to be produced as liabilities of the pension fund and the situation of the
claims arising after the adoption of the reorganisation measure or the opening of the
collective winding-up procedure;

g) the rules on the production, verification and admission of the claims;

h) the rules of distribution for the proceeds of the realisation of the assets, the ranking
of the claims and the rights of the claimants who have been partially paid off after the
adoption of the reorganisation measure or the opening of the collective winding-up
procedure by virtue of a right in rem or the effect of compensation;

i) the conditions and the effects of the closure of the reorganisation measure or the
collective winding-up procedure;

j) the rights of the creditors after the closure of the reorganisation measure or the
collective winding-up procedure;

k) the charge for the fees and expenses of the reorganisation measure or the collective
winding-up procedure;

[) The rules on the nullity, cancellation or unenforceability of legal acts detrimental to alll
the claimants.

Art. 256-70 1 Effects
The provisions of Articles 236 to 243 are applicable.

Section 37 Stay of payment
Art. 256-71 1 Opening of a stay of payment proceeding

The stay of payment by a pension fund may be applied in the following cases:

a) whenthe pensionfundés credit is impaired or it faces &
not cessation of payments has occurred;

b) when full performance of the pensionfundé s commi t ments i s compr omi !

c) whenthe pensionfundés approval has been wittlyafinlwn but

Art. 256-72 17 Request

(1) Only the CAA or the pension fund may ask the court to order a stay of payment under
Article 256-71.

(2) The reasoned request, supported by the substantiating documents, shall be filed in the
court registry to that effect.

(3) When the pension fund makes the request, it shall be required, under penalty of its claim
being declared inadmissible, to inform the CAA thereof before referring the matter to
the court. The court registry shall certify the date and time of filing of the request and
shall immediately inform the CAA thereof.

(4) When the CAA makes the request, it shall notify the pension fund thereof via a process
served by a bailiff. The process served by a bailiff is exempted from stamp duty and
registration duty and from the formality of registration.
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(5) The filing of the request by the pension fund or, when the CAA initiates the process, the
notification of the claim, shall automatically entail a total stay of payments for the said
pension fund until a final decision is made concerning the claim, as well as a prohibition,
under pain of nullity, on the pension fund performing any acts other than protective
measures without express authorisation from the CAA.

Art. 256-73 1 Procedure

(1) The court shall rule on the matter promptly at a public hearing on a date and at a time
communi cated t o t he parties beforehand. | f
observations and considers itself sufficiently apprised, it shall rule immediately at a
public hearing without summoning the parties. If the CAA has not filed its observations
and if the court deems it necessary, it shall instruct the court registry to summon the
CAA and the pension fund within three days of the claim being filed. It shall hear them
in closed session and rule at a public hearing. The judgment shall indicate the time at
which it was delivered.

(2) The court registry shall inform the CAA of the judgment immediately. It shall notify the
judgment to the CAA and to the pension fund by registered letter. The CAA shall, as a
matter of urgency, inform the competent authorities of all the other Member States of
the decision to adopt the said measure and shall indicate its concrete effects.

(3) The judgment shall determine the terms and conditions of the stay of payment for a
period which shall not exceed six months.

(4) The judgment, even if rendered without one or both of the parties being heard, may not
be the subject of an application to set aside or of third-party proceedings. It shall be
immediately enforceable without an execution copy, notwithstanding any appeal, before
registration and without security.

(5) The CAA and the pension fund may lodge an appeal within fifteen days of notification
of the judgment pursuant to paragraph 2 via a declaration submitted to the court registry.
The appeal shall be judged without delay in summary proceedings by a chamber of the
ACour Sup®rieure de Justiceodo dealing with ciwv
be summoned by the court registry within eight days. They shall be heard in closed
session. The court shall rule at a public hearing on a date and at a time communicated
to the parties beforehand. The order shall not be subject to appeal in supreme court.

(6) If a party should fail to appear, the judgment by default may not be set aside.

(mWA judgment granting a stay of paymentde shall
surveillancedb t o super vi se t heensiomafinddgse naesnste tosf. t h e

@BWritten authorisati omndedumweallamced hehadkcbmmesseaeiqgues e
acts and decisions of the pension fund and, failing such authorisation, they shall be void.
The court may nevertheless limit the scope of the actions subject to authorisation. The
icommi s s aurveilarecedd emay s u baposals tleey cpnsider appropriate to

deliberation by the pensionfundbs cor por ate bodies. They may a
of the pensionfundb s gener al meeting of shareholders ar
management or supervisory bodies.

(9) Inthe event of disagreement between the pensionfundd s bodi es and the #Aco
de surveillanceo |, the court shall decide the matter i

one of the parties. Its decision shall be unappealable.

(10) The CAA shall perform the functions o f a fAconmensuveillanceb e as of righ
until the judgment on the claim provided for in Article 256-72 is delivered.

(11) The court shall determine t he feesdeand e X
surveillanceo ; it may all ocate advances to them.
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(12) Attherequest of the CAA, the pensionfundor t he @ c odmsnivellanaedor, e § h e
court may alter the terms of a judgment delivered on the basis of this Article.

Art. 256-74 1 Disclosure of the decisions

(1) Within eight days of its delivery, the judgment granting a stay of payment and appointing
one oOr mor e fide sumeillarced g i raensd | i kewi se any amend
shall be published in the form of an extract at the pensionfundd s expense and a
behest of t h e deisuweiliamces s a ii rMRESA tard in at least two
Luxembourg or foreign journals of sufficient circulation designated by the court.

(2) A judgement reversing a judgment referred to in paragraph 1 shall be published without
delay, in the form of an extract, at the expense of the losing party and at the behest of
t he 0 commdessrsedlance@ sor | i n the abs edasuwmeillantedf c o mmi ¢
of the CAA, in the RESA and, where applicable, in the same journals in which the
judgment was published.

(3) The publication referred to in paragraphs 1 and 2 shall indicate the authority which
decided the stay of payment, the object and legal basis of the measure taken and the
paths of appeal. It shall appear in one of the official languages of the Member State in
which the information is published.

(4) A stay of payment shall apply independently of the provisions relating to publication set
forth in paragraphs 1 to 3 above and shall be fully effective in regard to creditors.

(5) The persons responsible for the publication referred to in paragraphs 1 and 2 shall
request registration of the decisions referred to in the said paragraphs in the Trade and
Companies Register in Luxembourg and in any other public register of another Member
State in which such registration is compulsory. The imperative provisions of the law of
19 December 2002 on the Trade and Companies Register and on the accounting and
annual accounts of companies, as amended shall apply. The registration fees shall be
treated as procedural costs and expenses.

Section 41 Judicial winding-up

Art. 256-75 17 Opening of dissolution and winding-up proceedings
Dissolution and winding-up of a pension fund may arise in the following cases:

a) when it appears that the previously decided stay of payment scheme, referred to in
Section 3 is not capable of remedying the situation for which the scheme was
introduced,;

b) when the p e n s i o n finAnaial gositeon is undermined to the extent that it can no
longer meet its commitments;

¢) when the pension fundds approval has b e detisionihas bedoma wn and
final.

A decision concerning the opening of winding-up proceedings may be taken in the absence
of an earlier stay of payment measure.

Art. 256-76 T Request

(1) The request for dissolution or winding-up of a pension fund may only be made by:
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a) the CAA or the Public Prosecutor, with the CAA duly joined in the proceedings, in
the cases referred to Article 256-75, letters a) and b);

b) the CAA in the cases referred to in Article 256-75, letter c).

(2) The reasoned request, supported by substantiating documents, shall be filed in the court
registry.

(3) The CAA or the Public Prosecutor shall notify the filing of the request to the pension
fund via a process served by a bailiff.

Art. 256-77 7 Procedure

(1) The court shall rule on the matter promptly at a public hearing on a date and at a time
communicated to the parties beforehand. The pension fund, the CAA and the Public
Prosecutor shall be summoned by the court registry within three days of the request
being filed. It shall hear them in closed session and pronounce at a public hearing. The
judgment shall indicate the time at which it was delivered.

(2) The court registry shall immediately inform the CAA of the content of the judgment. It
shall notify the judgment to the CAA and to the pension fund by registered letter. The
CAA shall, as a matter of urgency, inform the competent authorities of all the other
Member States of the decision to adopt the said measure and shall indicate its concrete
effects.

(3) When ordering the winding-up, the courtshallappoi nt a Aj uge commi ssa
judge) and one or more liquidators. It shall determine the method of winding-up. It may
render applicable to such extent as it may determine the rules governing the bankruptcy.
In such cases, it may determine the date of cessation of payments; the said date shall
not precede the filing of the request referred to in Article 256-76, paragraph 2, of by
more than six months. The method of winding-up may be subsequently changed, either
of the courtodés own moti on, or at the request

(4) The judgment pronouncing the dissolution and ordering the winding-up, once the
pension fund, the CAA and the Public Prosecutor have been heard, may not be the
subject of an application to set aside or of third-party proceedings. It shall be
immediately enforceable without an execution copy, notwithstanding any appeal, before
registration and without security.

(5) With effect from the judgment, any action concerning movable or immovable property
and any enforcement procedures thereon may be pursued, brought or exercised only
against the liquidators.

(6) The CAA or the Public Prosecutor and the pension fund may lodge an appeal by way
of a declaration to the court registry. The time for lodging an appeal is fifteen days with
effect from notification of the judgment pursuant to paragraph 2. The appeal shall be
judged without delay in summary proceedingsbyac hamber of the ACour Su
Justicedo dealing with civil and commercial ca
court registry within eight days. They shall be heard in closed session. The court shall
rule at a public hearing on a date and at a time communicated to the parties beforehand.

(7) If a party should fail to appear, the judgement rendered by default may not be the subject
of an application to set aside.

(8) The final decision pronouncing the dissolution and ordering the winding-up
automatically entails withdrawal of approval for the pension fund to undertake new
transactions in the classes of activity it was approved for, if such approval has not
already been withdrawn.
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The provisions of subparagraph 1 shall not prevent the liquidator(s) from pursuing
certain activities of the pension fund insofar as this is necessary or appropriate for the
purposes of the winding-up. Such activities shall be carried out with the consent of the
CAA and under its supervision.

(9) The liquidators shall be accountable both to third parties and to the pension fund for the
performance of their duties and for any misconduct in their administration.

(10) The court shall determine the fees and expenses of the liquidators; it may allocate

advances to them. | rc otmmg sesvad mte 00 ff i thide nfgj U dhee ¢
existent or inadequate, the procedural formalities shall be exempt from any filing and

registration fees and the liquidators6 f ees and expenses shall be
publico ( Treasury) and treated as | egal fees.

Art. 256-78 7 Publication of the decisions

(1) Within eight days of its delivery, the judgment pronouncing the dissolution and ordering
the winding-up of apensionfundand appoi nfciomgni & sfajjug® and one
liquidator(s), and likewise the amending judgments, shall be published, in the form of
an extract, at the pensionfundés expense and at the bhhehest of
RESA and in at least two Luxembourg or foreign journals of sufficient circulation
designated by the court.

(2) A judgement reversing a judgment referred to in paragraph 1 shall be published without
delay, either in the form of an extract, at the expense of the losing party and at the
behest of the liquidators or, in the absence of liquidators, of the CAA, in the RESA and,
where applicable, in the same journals in which the judgment was published.

(3) The publication referred to in paragraphs 1 and 2 shall indicate the authority which
decided the dissolution and ordered the winding-up, the object and legal basis of the
measures taken and the paths of appeal. It shall appear in one of the official languages
of the Member State in which the information is published.

(4) The winding-up shall apply in addition to the provisions relating to publication set forth
in paragraphs 1 to 3 above and shall be fully effective in regard to creditors.

(5) The persons responsible for the publication referred to in paragraphs 1 and 2 shall
request registration of the decisions referred to in the said paragraphs in the Trade and
Companies Register in Luxembourg and in any other public register of another Member
State in which such registration is compulsory. The imperative provisions of the law of
19 December 2002 on the Trade and Companies Register and on the accounting and
annual accounts of companies, as amended shall apply. The registration fees shall be
treated as procedural costs and expenses.

Art. 256-79 1 Information to the creditors and lodging of claims

(1) The liquidators shall inform any known creditor promptly and individually by means of a
written notice.

(2) The notice provided under paragraph 1 shall relate specifically to the time limits to be
respected, the penalties applicable to such time limits, the body or authority authorised
to accept lodging of claims or observations on claims, and the other measures
prescribed. The notice shall also indicate whether creditors whose claim is guaranteed
by a preferential right or a charge on property must prove their debt. In the case of
commitments towards members, the notice shall also indicate the general effects of the
winding-up proceedings on those commitments, in particular the date on which the
commitments cease to be effective and the rights and obligations of the member relating
to the commitments.
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(3) The information in the notice referred to in paragraph 1 shall be provided in one of the
of ficial | anguages of Luxembourg. To this end
a claim: time limitstoberespectedd i n all the official | anguage
or, when it is requested that observations be submitted concerning the claims, a form
Al nvitation to submit 0 b s eonigwnadingi fom pensoo N c er ni
commitments: time limitsto be respec t e d 0, shall be used. Wher e a
a claim, however, the information shall be provided in one of the official languages of
the Member State of the said creditoroés habit

(4) All creditors shall be entitled to lodge their claims or submit their written observations
on claims and to use for that purpose one of the official languages of the State of their
habitual residence, domicile or registered office. However, the claim lodged or the
observationssubmi t t ed on t he cl ai m, as applicabl e, mu
or ASubmission of observations concerning cl e
Luxembourg.

(5) The claims of all creditors having their habitual residence, domicile or registered office
in a Member State other than Luxembourg shall receive the same treatment and have
the same rank as any claims of an equivalent type which may be submitted by creditors
having their habitual residence, domicile or registered office in Luxembourg.

(6) The creditor shall send a copy of the substantiating documents, if any exist, and shall
indicate the nature, origination date and amount of the claim if it is claiming a preferential
right, a charge on property or a reservation of title for such debt, as well as the property
on which it is secured. It shall not be necessary to indicate the preferential right granted
to claims originating from pension commitments protected by virtue of Article 118.

(7) The liquidators shall keep the creditors regularly and appropriately informed of the
progress of the winding-up proceedings.

(8) The competent authorities of the Member States may request information from the CAA
concerning the progress of the winding-up proceedings.

Art. 256-80 - Permanent inventory of the matching assets i Impacts

(1) The composition of the assets registered in the permanent inventory of the matching
assets pursuant to Article 118 at the opening of the winding-up proceedings may no
longer be called into question, nor may any change be made to the said inventory, other
than correction of si mpl e-coolmamriiscsali reerbrsadr sC,0 nVBie

(2) Notwithstanding paragraph 1, the liquidators shall add to the said assets the financial
income arising thereon, as well as the amount of any pure premiums collected between
the opening of the winding-up proceedings and the payment of claims originating from
pension commitments or a portfolio transfer.

(3) If the proceeds from realisation of the assets are below their valuation in the
aforementioned inventory, the liquidators shall be required to substantiate this to the
filj ucgoemmi ssaireo.

Art. 256-81 17 Completion of the winding-up proceedings

(1) Sums or assets due to creditors, shareholders and partners who did not come forward
before the close of the winding-up pr oceedi ngs shall be | odged
consignationso (Consignation office) for the
(2) When the winding-up is completed, the liquidators shall report to the court on the
application of the pension fundé s a s s shalssubanit the accounts and supporting

documents. The court may appoint one or more commissioners to examine the
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documents. A ruling shall be given, after sub
applicable, on the 1| i guiacbad therwinding-oma lbshal beme nt an
published pursuant to Article 256-78, paragraph 1.

The said publication shall also indicate:

a)the place designated by the court where the
be lodged for at least five years;

b) the measures taken pursuant to paragraph 1 above relative to the consignment of
any sums and assets which it has not been possible to return to the creditors,
shareholders and partners who might be entitled to them.

Art. 256-82 1 Actions against the liquidators

Any action brought against the liquidators acting in such capacity shall become time-barred
five years after publication of the close of the winding-up proceedings pursuant to Article
256-81, paragraph 2.

Actions brought against the liquidators relative to acts associated with their functions shall
become time-barred five years after the date of such acts, or, if these acts were wilfully
concealed, with effect from the date of their discovery.

Chapter 7 - Voluntary liguidation

Art. 256-83 1 Opening a voluntary liquidation and its effects
(1) A pension fund may only put itself into voluntary liquidation if it:

a) has relinquished its approval pursuant to Article 256-59 or has been divested of it
pursuant to Article 256-60, letters a), b) ou ¢), and

b) has informed the CAA thereof at least one month before the convening of the body
empowered to deliberate thereon.

The CAA shall retain its supervisory rights. In the event of a voluntary liquidation, the
liquidators appointed by the pension fund must be approved by the CAA when there
remain outstanding pension commitments. In the event of a voluntary liquidation
following withdrawal of authorisation, the liquidators appointed pursuant to Article 256-
61, paragraph 2, shall be responsible for the pension fundd goluntary liquidation.

(2) A decision of a pension fund to go into voluntary liquidation shall not deprive the CAA
or the Public Prosecutor of the right to ask the court to order the dissolution and winding-
up of a pension fund pursuant to Article 256-75.&°

63|law of 15 December 2019
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TITLE NI

Professionals of theinsurance sectorandfidi st r i binstrancesand f
reinsurancepr odu®t s o

Chapter 1 - Professionals of the insurance sector
Section 17 General provisions
Art. 2571 Scope

This Chapter shall apply to any person established in the Grand-Duchy of Luxembourg,
hereinafter r afdssionarle doft ot haes ifinpsrur ance sectoro of
business consists of carrying out as a professional one or several of the insurance sector

activities referred to in Section 2 hereafter.

Art. 258 1 The requirement for an authorisation

No one shall carry out any of the activities referred to in Articles 264 to 270 of this law
without prior written approval from the Minister.

Art. 2591 The approval procedure

(1) The request for approval shall be submitted to the Minister through the CAA and
accompanied by supporting documents showing that the conditions of this Chapter are
fulfilled.

(2) The request for approval shall be supported by all the information necessary for its
evaluation, as well as a business plan indicating the nature and extent of the envisaged
business and the administrative and accounting structure of the PSA.

(3) The decision taken on the application for approval shall be reasoned and notified to the
applicant within six months of the receipt of the application or, if the latter is incomplete,
within six months of the receipt of the information necessary for the decision. The
decision may, within one month or penalised by foreclosure, be referred to the
administrative court to decide on the merits of the case.

(4) Prior authorisation of the CAA is required for any modification of the object, name or
legal form, for the formation or acquisition of subsidiaries and for the formation of
agencies or branches abroad.

Art. 2601 Corporate form and nationality

Without prejudice to the provisions of Article 271, in order to be authorised as PSA, legal
personality must be established in the Grand-Duchy of Luxembourg under one of the forms
provided for in the legislation governing commercial companies or under the form of an
Economic Interest Grouping or European Economic Interest Grouping.

Art. 2617 Good repute

In order to obtain an authorisation, natural persons applying for a PSA licence, the members
of the administrative, management and supervisory bodies and likewise the shareholders
and partners of the proposed PSA, must demonstrate their good repute.

64]aw of 10 August 2018
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Art. 262 1 Financial assets and professional indemnity insurance

(1) For legal persons carrying out a PSA activity, the authorisation is conditional on the
production of evidence of a fully paid-up share capital amounting to not less than 50,000
euros. The fully paid-up share capital must be raised to not less than 125,000 euros
within a timeframe of five years from the date of the authorisation.

(2) For natural persons carrying out a PSA activity pursuant to Articles 267, 269 and 270
below, the authorisation is conditional on the production of evidence of financial assets
amounting to not less than 25,000 euros. This amount must be raised to not less than
50,000 euroswi t hin a timeframe of five years from
authorisation. Financial assets shall mean net assets of the PSA as a natural person.

(3) The amounts referred to in paragraphs 1 and 2 shall remain valid, even in cases of the
aggregation of several PSA authorisations. Where there is an aggregation of several
PSA authorisations, the timeframes referred to in paragraphs 1 and 2 are linked to the
first PSA authorisation.

(4) The PSA must, moreover, subscribe to an insurance policy with an insurance
undertaking authorised to carry out professional indemnity insurance covering all the
activities covered by the authorisation and including the following minimum guaranteed
cover:

- 50,000 euros per single claim and, in aggregate, 500,000 euros per year for PSA
authorised natural persons, and

- 125,000 euros per single claim and, in aggregate, 1,250,000 euros per year for legal
persons.

Deductibles, if any, shall not be enforceable against an injured party.

(5) The funds referred to in this Article shall be retained at the disposal of the PSA on a
per manent basis and may be invested for the

(6) Arhe net equity of a PSA, legal person, and the financial assets of a PSA, natural person,
may not fall below the amounts required under paragraphs 1 and 2.&°

(7) If the financial assets i r e f e 1int ehd st & falt belew the amount required under
paragraphs fil, 2 a n d %7, 6hé CAA may, where the circumstances so justify, allow the
PSA a limited period in which to rectify its situation or cease its activities.

Art. 26317 Withdrawal of authorisation

(1) Authorisation may be withdrawn upon a proposal of the CAA if the PSA does not make
use of the authorisation within 12 months of its granting or where the PSA expressly
renounces its authorisation.

(2) Authorisation may be withdrawn if the conditions for granting or using the authorisation
are no longer met.

(3) The decision on withdrawal of authorisation must be reasoned and may be referred,
within one month or penalised by foreclosure, to the administrative court which shall
decide on the merits of the case.

5]aw of 10 August 2018
66 Jaw of 10 August 2018
67]aw of 10 August 2018
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Section 21 Specific provisions relating to different categories of PSA

Art. 264 1T Management companies of captive insurance undertakings and
management companies of insurance undertakings in run-off

(1) Management companies of captive insurance undertakings are legal persons whose
business is to handle the daily management of one or several captive insurance
undertakings within the meaning of point 8 of Article 43.

(2) Management companies of insurance undertakings in run-off are legal persons whose
business is to handle the daily management of one or several direct insurance
undertakings which have ceased the underwriting of new insurance contracts.

(3) Upon reasoned request by the insurance undertaking concerned, the CAA may
authorize it to have recourse to management companies of captive insurance
undertakings and to management companies of insurance undertakings in run-off in
situations other than those referred to in paragraphs 1 and 2.

(4) The management companies referred to in paragraphs 1 and 2 must be effectively run,
respectively, by an executive of a management company of captive insurance
undertakings or by an executive of a management company of insurance undertakings
in run-off.

Such companies shall have all the in-house technical, legal, actuarial and accounting
means and skills necessary to perform their duties.

(5) Insurance undertakings shall be exempt from the requirement to apply for approval as
a management company of captive insurance undertakings, or as a management
company of insurance undertakings in run-off.

(6) Any management company of captive insurance undertakings may, moreover, operate
as a corporate domiciliation agent within the meaning of the legislation governing the
domiciliation of companies, i.e. agree to the establishment of an office at its address by
one or more companies, in which it is not itself a partner exercising significant influence
on the running of the business, in order to carry out business within their corporate
scope and to provide services of any kind connected with that activity.

Approval for the additional activity as corporate domiciliation agent under this Article
shall be conditional on a justification that the executive of the management company of
captive insurance undertakings supplies evidence of a university education in law,
economics or business management.

Art. 2657 Management companies of reinsurance undertakings

(1) Management companies of reinsurance undertakings are legal persons whose
business is to handle the daily management or to assume the function as executive of
one or several reinsurance undertakings.

(2) A management company of reinsurance undertakings must be effectively run by a
natural person duly authorised as an executive of a management company of
reinsurance undertakings.

(3) Any management company of reinsurance undertakings may, moreover, operate as a
corporate domiciliation agent within the meaning of the legislation governing the
domiciliation of companies, i.e. agree to the establishment of an office at its address by
one or more companies, in which it is not itself a partner exercising significant influence
on the running of the business, in order to carry out business within their corporate
scope and to provide services of any kind connected with that activity.
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Approval for the additional activity as corporate domiciliation agent under this Article
shall be conditional on a justification that the executive of the management company
supplies evidence of a university education in law, economics or business management.

Art. 266 1 Management companies of pension funds

(1) Management companies of pension funds are legal persons whose business is to
handle the daily management or to assume the function of an executive of one or
several pension funds under the supervision of the CAA.

(2) A management company of pension funds must be effectively run by a natural person
duly authorised as an executive of a management company of pension funds.

Art. 267 1 Authorised providers of actuarial services

(1) Authorised providers of actuarial services are natural and legal persons whose business
is to provide actuarial services within a framework requiring both the knowledge and
processing of data broadly described as falling within the scope of Article 300.

(2) In order to be authorised as a provider of actuarial services, a legal person must be
effectively run by a natural person duly authorised as an executive of an actuarial
services provider.

(3) In order to be authorised as a provider of actuarial services, a natural person must meet
the requirements of educational qualification and work experience provided for in
paragraph 3 of Article 275.

Art. 268 1T Management companies of insurance portfolios

(1) Management companies of insurance portfolios are legal persons whose business is to
handle the daily management of the portfolios of contracts entered into by one or more
insurance undertakings.

(2) A management company of insurance portfolios must be effectively run by a natural
person duly authorised as an executive of a management company of insurance
portfolios.

(3) A management company of insurance portfolios must have an in-house actuarial
department or have available the assistance of an authorised actuarial services provider
appointed by a service agreement.

(4) Insurance undertakings, management companies of captive insurance undertakings
and management companies of insurance undertakings in run-off shall be exempt from
the requirement to apply for approval as a management company of insurance
portfolios.

Art. 269 17 Authorised providers of governance-related services for insurance and
reinsurance undertakings

(1) Authorised providers of governance-related services for insurance and reinsurance
undertakings are natural and legal persons whose usual business is to provide
insurance and reinsurance undertakings with services in relation to the internal auditing,
compliance and risk management functions encompassed within European Union law
and national law.

(2) In order to be authorised as a provider of governance-related services for insurance and
reinsurance undertakings, a legal person must be effectively run by a natural person
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duly authorised as an executive of an authorised provider of governance-related
services for insurance and reinsurance undertakings.

(3) In order to be authorised as a provider of governance-related services for insurance and
reinsurance undertakings, a natural person must meet the requirements of educational
qualification and work experience provided for in paragraph 4 of Article 275.

(4) Insurance and reinsurance undertakings shall be exempt from the requirement to apply
for approval as an authorised provider of governance-related services for insurance and
reinsurance undertakings.

Art. 2707 Claims handlers

(1) Claims handlers are natural and legal persons whose usual business is to provide
services in relation to the indemnification of beneficiaries of insurance contracts.

(2) In order to be authorised as a claims handler, a legal person must be effectively run by
a natural person duly authorised as an executive of a claims handler.

(3) In order to be authorised as a claims handler, a natural person must meet the
requirements of educational qualification and work experience provided for in paragraph
1 of Article 275, in respect of executives of claims handlers.

(4) Insurance undertakings, management companies of captive insurance undertakings,
management companies of insurance undertakings in run-off and management
companies of insurance portfolios shall be exempt from the requirement to apply for
approval as a claims handler.

Section3T PSA6s governed by foreighn
Art. 2717 PSAs of foreign origin

(1) PSAs of foreign origin that wish to establish a branch in Luxembourg shall be governed
by the same authorisation rules as a PSA under Luxembourg law as respectively
referred to in Sections 1 and 2 of this Chapter.

(2) For the purposes of applying the previous paragraph, compliance with the required
authorisation conditions in respect of executives of legal persons is determined by
refer ence to the branchds | egal represent

Chapter 21 Executives of insurance or reinsurance undertakings, pension funds,
PSAb6s or brokerage firms

Art. 2727 Authorisation requirement

(1) No one shall carry out any of the activities referred to in paragraph 3 of this Article
without having a prior written approval from the Minister.

(2) No one shall be authorised to carry out an activity referred to in paragraph 3, either
under the guise of another person, or as a third party engaged for the performance of
such activity.

(3) Authorisation as executive shall be required for the following functions:
a) insurance undertaking executive
b) reinsurance undertaking executive

c) delegated reinsurance undertaking executive
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d) pension fund executive

e) delegated pension fund executive

f) executive of a management company of captive insurance undertakings
g) executive of a management company of insurance undertakings in run-off
h) executive of a management company of reinsurance undertakings

i) executive of a management company of pension funds

j) executive of an authorised provider of actuarial services

k) executive of a management company of insurance portfolios

[) executive of an authorised provider of governance-related services for insurance
and reinsurance undertakings

m) executive of a claims handler
n) executive of an insurance brokerage firm
0) executive of a reinsurance brokerage firm

(4) Except for the functions referred to in points b) and d) of paragraph 3, the authorisation
shall only be issued to natural persons.

(5) In the case where the functions referred to in points b) and d) of paragraph 3 are
performed by legal persons, such persons must be represented both towards the
reinsurance undertaking or the pension fund, and towards the CAA and third parties,
by a delegated reinsurance undertaking executive, or a delegated pension fund
executive.

(6) Delegated reinsurance undertaking executives are natural persons authorised as a
reinsurance undertaking executive and subordinated to a management company of
reinsurance undertakings.

(7) Delegated pension fund executives are natural persons authorised as a pension fund
executive and subordinated to a management company of pension funds.

Art. 27317 The status of an executive

Any insurance or reinsurance undertaking having its registered office in the Grand Duchy
of Luxembourg, any branch of a third-country insurance or reinsurance undertaking, any
pension fund subject to supervision of the CAA, any PSA and insurance or reinsurance
brokerage firm must appoint an authorised executive who fulfils the conditions set out in
this Chapter.

Any change of the authorised executive must be communicated beforehand to the CAA.

Art. 2741 Conditions for authorisation of executives and other natural persons

(1) In order to obtain the authorisation, the natural persons referred to in Articles 267, 269,
270 and 272, paragraph 3 must demonstrate their good repute and competence.

(2) In order to verify compliance with the conditions under Article 72, paragraph 1, point b),
fi o under Article 256-2 3 , par agr ap h® Liuxembqurg iinsurancec and
reinsurance undertakingsi or L ux e mbo ur g % phallrsspplytme CAAIwithl s 0
an extract from the formal judicial record or in the absence of such by an equivalent

68 |aw of 15 December 2019
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document issued by a competent judicial or administrative authority of the country of
origin or country of domicile of the persons concerned. Insofar as such documents do
not provide any indication on whether the persons concerned have not previously been
declared bankrupt, these documents must be supported by a statement to this effect
fulfilling the conditions of paragraph 3 hereinafter.

(3) Where the document referred to in paragraph 2 is not issued by the Member State of
origin or the Member State of domicile of the natural person concerned, it may be
replaced by a statutory declaration 7 or, in the States where such a declaration is not
foreseen, by a solemn declaration i provided by the foreign national concerned before
a competent judicial or administrative authority or, where applicable, a notary of the
State of origin or the State of domicile of the said foreign national.

(4) Such authority or notary shall issue a certificate authenticating the declaration on oath
or the solemn declaration.

The declaration in respect of no previous bankruptcy referred to in subparagraph 1 may
also be made before a qualified professional body of the State concerned.

(5) The documents and certificates referred to in paragraphs 2 and 3 shall not be presented
more than three months after their date of issue. The proposed executives referred to
in points n) and o) of paragraph 3 of Article 272 shall prove their knowledge in
accordance with the provisions of Article i 2 8 8 , paragraph 10

(6) The executive must have the authority to effectively determine the direction of the
business and effectively manage the legal person.

(7) The executives and other natural persons referred to in paragraph 1 shall ensure an on-
going effective daily management by their effective physical presence in Luxembourg.

(8) All the conditions for authorisation must be met at all times.

Art. 2751 Professional experience and knowledge of executives of insurance or
reinsurance undertakingsor P SAd& s

(1) For the positions of insurance or reinsurance executive, or the positions of PSA
executive under Article 272 paragraph 3 points f), g), h), k) and m), candidates shall
fdemonstrate knowledge in the field of business management a n & dbe deemed to
satisfy the conditions for professional knowledge where:

a)they possess a diploma certifying a compl et
study in law, economics or actuarial practice, and also have a working experience
of at least three years,

- for executives of insurance undertakings, executives of management
companies of captive insurance undertakings, executives of management
companies of insurance undertakings in run-off, executives of reinsurance
undertakings or of management companies of reinsurance undertakings: within
an insurance or reinsurance undertaking, a pension fund or a PSA,

- for executives of management companies of insurance portfolios; within a
department handling the management of insurance portfolios for an insurance
or reinsurance undertaking, a pension fund or a PSA,

- for executives of claims handlers: within the department handling the claims of
an insurance or reinsurance undertaking, a pension fund or a PSA,

"Olaw of 10 August 2018
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or

b) they evidence an activity of over ten years within an insurance or reinsurance
undertaking, a pension fund or a PSA or another financial institution, of which at
least three years

- for executives of insurance undertakings, executives of management
companies of captive insurance undertakings, executives of management
companies of insurance undertakings in run-off, executives of reinsurance
undertakings or executives of management companies of reinsurance
undertakings: at a level close to the executive management of an insurance or
reinsurance undertaking, a pension fund or a PSA,

- for executives of management companies of insurance portfolios: within the
department handling the management of insurance portfolios of an insurance
or reinsurance undertaking, a pension fund or a PSA,

- for executives of claims handlers: within the claims-handling department of an
insurance or reinsurance undertaking, a pension fund or a PSA.

In the absence of having the professional experience required under i poi nt b) of
subparagraph 1,02 candidates may also be approved if they possess a professional

experience at the same level and the same duration with an establishment or

organisation within a financial sector other than insurance, provided they successfully

pass a test on their knowledge of insurance. The detailed programme and procedures

for the test are determined by a CAA regulation.

On request and where a candidate shows justification for the position of executive of an
insurance or reinsurance undertaking, the Minister may assimilate to a professional
experience within the insurance sector an activity carried out in a risk management
department in a sector other than the insurance sector.

(2) To be able to be approved as executive of a pension fund or of a PSA under Article 272

paragraph 3, point i), a natural person must Aidemonstr at ein therfieldwdf e d g e
busi ness mafangprofessiornalknowledge at a senior management level for
managing pension funds.

The conditions for professional knowledge shall be deemed to be fulfilled for candidates

possessing a diploma certifying a completed degree course of at | east four y
university studies in actwuari al practice, a
experience within the actuarial department of an insurance or reinsurance undertaking,

a pension fund or a PSA.

(3) To be able to be approved as executive for an actuarial services provider, a natural

person must ide monstr at ein tkenfieldvb £ d dp@ si ness "mamch age men
professional knowledge at a high level in actuarial and financial mathematics.

The conditions for professional knowledge shall be deemed to be fulfilled by candidates
possessing a diploma <certifying a completed
university studies in actuarial practice and having at least three years professional

experience in the actuarial sector.

(4) To be able to be approved as executive of an authorised provider of governance-related

services for insurance and reinsurance undertakings, a natural person must

2]aw of 10 August 2018
73law of 10 August 2018
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fidemonstrat ein tkenfeldlo® d peusi ness "mandh prgfessiorah t 0
knowledge at a high level in corporate governance matters.

(5) In exceptional circumstances and on justified request by an insurance or reinsurance
undertaking, a pension fund or a PSA, the Minister may grant an approval as an
insurance or reinsurance or PSA executive for a period not exceeding 12 months to
candidates who do not fulfil all the conditions of paragraph 1.

(Art. 276 repealed by the law of 10 August 2018)

Art. 2771 Specific provisions applicable to certain executive functions

(1) The candidate for the position of executive of an insurance undertaking may only be
approved following the written request of a Luxembourg insurance undertaking or of a
third-country insurance undertaking for its Luxembourg branch, and supported by a
binding agreement. An executive may not be approved for more than one insurance
undertaking.

The CAA may grant derogations from this one company only approval rule on a justified
request and with the agreement of all the insurance undertakings concerned.

(2) At such time as it may engage the services of a reinsurance undertaking executive by
binding agreement, the reinsurance undertaking must notify the CAA accordingly.
Where the function of executive is conferred upon a reinsurance undertaking
management company, the notification must include the name of the delegated
reinsurance undertaking management executive charged with representing the
management company towards the reinsurance undertaking, the CAA and third parties.

A reinsurance undertaking executive may manage one oOr more reinsurance
undertakings, either in his own name or as delegated reinsurance undertaking
executive.

Any change to the delegated reinsurance undertaking executive must be notified in
advance to the CAA.

(3) At such time as it may engage the services of a pension fund executive by binding
agreement, the pension fund must notify the CAA accordingly. Where the function of
executive is conferred upon a management company of pension funds, the notification
must include the name of the delegated pension fund executive charged with
representing the management company towards the pension fund, the CAA and third
parties.

A pension fund executive may manage one or more pension funds, either in his own
name or as delegated pension fund executive.

Any change to the delegated pension fund executive must be notified in advance to the
CAA.

(4) An executive of a brokerage firm may not be approved simultaneously for more than
one insurance or reinsurance brokerage firms.

The CAA may grant derogations from this one company only approval rule on a justified
request and with the agreement of all the brokerage firms concerned.

Natural persons must carry out the principal part of their activities in or from the Grand
Duchy of Luxembourg. This condition must be fulfilled at all times.

Slaw of 10 August 2018
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Art. 2781 The procedure for approval and renunciation of an authorisation

(1) The request for approval shall be submitted to the Minister through the CAA and
accompanied by supporting documents showing that the conditions of this Chapter are
fulfilled.

(2) The request for approval shall be supported by all the information necessary for its
evaluation.

(3) The decision taken on the application for approval shall be reasoned and notified to the
applicant within six months of the receipt of the application or, if the latter is incomplete,
within six months of the receipt of the information necessary for the decision. The
decision may, within one month or penalised by foreclosure, be referred to the
administrative court to decide on the merits of the case.

(4) An authorisation may be withdrawn:

a) upon request of the executives referred to in points b) and d) of paragraph 3 of
Article 272;

b) either upon the joint request of the executives referred to in paragraph 3 of Article
272, with the exception of those in points b) to e€) and of the undertaking they
manage, or upon the request of one of these parties. In the event that the withdrawal
request emanates from only one of these patrties, the other party is informed thereof
by the CAA and the withdrawal may only take place at the end of a fifteen-day period
starting from the date of being so informed, to enable the other parties concerned
to state their position.

The renunciation request shall be addressed to the CAA and indicate the expiration
date of the authorisation.

Chapter3-A Di st r i bosurancesanareinsurancepr odu®€t s o
Section 1 - General provisions
AArt. 279 1 Definitions
For the purposes of this Chapter and its regulations the following definitions shall apply:

1. Ainsurance agency,other tham gn ahcédlagyarisurapce mtermeadiary,
engaged in insurance mediation for and on behalf of one or several insurance
undertakings;

flagent 6: any insurance agent and any i

Ai nsurance agent 0,otha than amaadillary irsurange etersnediary,
engaged in insurance mediation for and on behalf of one or several insurance
undertakings;

4. Acompet ent aut hodesignaten by atMensber&State fordhe regisgration
or the approval of intermediaries.

5. fadvicea the provision of a personal recommendation to a customer, either upon his
request or at the initiative of the distributor of insurance products, in respect of one or
more insurance contracts;

6. i nsurance pr oducany im@anaeefuadertaking emdodany insurance
intermediary which manufacture insurance products for sale to customers;

"®Jaw of 10 August 2018

192/262

nNsur ani



7. ibroker 0: any i nsurance broker, i nsurance b
reinsurance brokerage firm;

8. NMinsurance br ok er potherthanyan andllaryinsardnce pneemedary,
established for its own account who, without being linked to one or more insurance
undertakings, acts as an intermediary between the policyholders it represents as an
agent ( A manddnauraace undettgkings authorised in Luxembourg or abroad,;

9. Aireinsurance broker o: a n y itsroart agcouatlwhopvethosto n e st e
being linked to one or more insurance or reinsurance undertakings, acts as an
intermediary between insurance undertakings it representsasanagent ( Amandat ai
and reinsurance undertakings;

10.Aexecutive of an insurance brokeragsdthbi r mo:
manage an insurance brokerage firm. The executive of an insurance brokerage firm
may not be linked to one or more insurance undertakings;

ll.Aiexecutive of a reinsurance broker agedtof i r mo:
manage a reinsurance brokerage firm. The executive of a reinsurance brokerage firm
may not be linked to one or more insurance or reinsurance undertakings;

12.Adi stributor 6, anywhacaariasouadny ofthe attigtigsardéferrgdeor s o n
under points 16 and 17;

13. "distributor of insurance products" means any insurance intermediary, any ancillary
insurance intermediary or any insurance undertaking;

14. "distributor of reinsurance products” means any reinsurance intermediary or
reinsurance undertaking and any insurance undertaking when distributing reinsurance
products;

15. "Luxembourg distributor of insurance products” means any distributor of insurance
products whose home Member State is the Grand Duchy of Luxembourg;

16.Ai ns udisributiomd : any activity consisting of
a) giving advice on insurance contracts,
b) proposing insurance contracts,
c) carrying out other work preparatory to their conclusion,
d) concluding such contracts,

e) contributing to their management and their execution, subject to the provisions of
Article 281-1, paragraph 2, point b), in particular in the event of a claim or

f) providing any of the following services when the customer may select the criteria
relating to an insurance contract through a website or other communication means
and when it may conclude the contract directly or indirectly by this way :

() the provision of information on one or more insurance contracts, or

(i) the compilation of an insurance product ranking list, including price and product
comparison or a premium discount;

17. ir ei n sdistributionce: any activity consisting of
a) giving advice on reinsurance contracts,
b) proposing reinsurance contracts,
c) carrying out other work preparatory to their conclusion,

d) concluding such contracts, or
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18.

19.

20.
21.

22.

23.

24.

25.

26.
27.

28.

29.

30.

e) contributing to their management and their execution, in particular in the event of a
claim.

fihost Member St ateo: t he Member St antwhich ot her
an intermediary has a permanent presence in order to provide insurance or reinsurance
distribution or provides services for this purpose;

fihome Member St at eo:

a) when the intermediary is a natural person, the Member State in which it has his
professional residence from where he is principally engaged in insurance
intermediation,

b) when the intermediary is a legal person, the Member State in which its registered
office is situated, or, if it has no registered office under its national law, the Member
State in which its central administration is situated:;

"large risks", risks within the meaning of Article 43, point 21;

Ai nt er me d insuraycé interraedigry, any reinsurance intermediary and any
ancillary insurance intermediary;

i nsur ance iamtmauralodlégal rpgrson, other than an insurance or
reinsurance undertaking, or their staff, and other than an ancillary insurance
intermediary, who takes up or pursues insurance distribution activities in return for
payment;

"ancillary insurance inter me d i meeany any natural or legal person other than a credit
institution or investment firm within the meaning of Article 4, paragraph 1, points 1 and
2 of Regulation (EU) no 575/2013, who, for remuneration, takes up or pursues
insurance distribution activities on an ancillary basis and fulfils the conditions of Article
285, paragraph 1, point c);

Areinsurance intermediaryo: wkey up rorpgusues | or I
reinsurance distribution activities in return for payment;

ALuxembomumagdiianyd: any intermediary whose hon
Duchy of Luxembourg;

"close links", any links within the meaning of Article 43, point 23;

Airemunerati ono, any ¢ ommikisdadf papment, finelwing an har g e
economic benefit of any kind or any other financial or non-financial advantage or
incentive offered or given in respect of insurance distribution activities;

fii nsurance broker age , fotherntkan anaanciflary lineugaace per s o
intermediary, which, without being linked to one or more insurance undertakings, acts

as an intermediary between the policyholders itrepresentsas an agent (fAmandeé
and insurance undertakings authorised in Luxembourg or abroad;

ireinsurance brokerage firmo: any | egal per s
more insurance or reinsurance undertakings, acts as an intermediary between

insurance undertakings it represents as an agent (afdnreinswamdea i r e 0)
undertakings;

finsurance sub-br ok er 0: any natur al person other tha
brokerage firm working under the responsibility of an insurance broker or an insurance

brokerage firm established in the Grand Duchy of Luxembourg, and who, without being

linked to one or more insurance undertakings, acts as an intermediary between the

policyholders represented by the broker and insurance undertakings authorised in

Luxembourg or abroad;
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31.f b r a meanan agency or a branch of an intermediary which is located in the
territory of a Member State other than the home Member State;

32. fdurable mediumdmeans any instrument which:

a) enables a customer to store information addressed personally to that customer in a
way accessible for future reference and for a period of time adequate for the
purposes of the information; and

b) allows the unchanged reproduction of the information stored.d”’

fiArt. 280 1 The principle of approval and registration

(1) Without prejudice to the exceptions referred to in paragraph 4 and Articles 292 and
294, the carrying out of insurance or reinsurance distribution activities in or from the
Grand Duchy of Luxembourg is subject to

a) the granting of prior approval and registration in the register of distributors for
insurance and reinsurance intermediaries; and

b) registration in the register of distributors for ancillary insurance intermediaries; and

c) from 1 January 2020, the granting of an approval as an insurance agent and
registration in the register of distributors for persons who, within insurance
undertakings, are directly involved in the distribution of insurance.

No one shall be authorised or registered to carry out an activity referred to in
subparagraph 1, whether under the guise of another person, nor through a third party
for the performance of such activity.

The requirement referred to in subparagraph 1 shall not apply to the distributorsé
administrative staff.

Insurance and reinsurance undertakings shall be required to register in the register of
distributors the natural person or persons who, within their management, are
responsible for the distribution of insurance or reinsurance.

(2) The approval referred to in paragraph 1 may only be sought for persons whose
professional residence or registered office is in the Grand Duchy of Luxembourg. It
may only be requested for the following categories of insurance or reinsurance
intermediaries:

a) for natural persons:
() insurance or reinsurance brokers;
(i) executives of insurance brokerage and reinsurance brokerage firms;
(iii) insurance sub-brokers;
(iv) insurance agents; and
b) for legal persons:
(i) insurance brokerage or reinsurance brokerage firms; or
(i) insurance agencies;

Agents may be authorised only on behalf of insurance undertakings established in the
Grand Duchy of Luxembourg.

“"law of 10 Augus2018
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3)

(4)

(5)

The same natural or legal person may not be authorised for more than one activity
referred to in paragraph 2. When a person already authorised for one of these activities
receives an approval for another one, the first approval is automatically withdrawn.

By way of derogation from paragraph 1, ancillary insurance intermediaries who are
natural persons employed by an ancillary insurance intermediary, legal person, and
who distribute insurance products on its behalf, shall not be registered in the register
of distributors. In this case, this legal person itself and the person responsible for the
distribution, which is to be designated by that legal person, shall be registered.

The legal persons referred to in the previous subparagraph must draw up and keep up
to date a list of all their ancillary insurance intermediaries, natural persons, who are not
responsible for distribution and are therefore exempt from registration in the register of
distributors.

The list of ancillary insurance intermediaries, referred to in subparagraph 2, must
contain the following information for each intermediary referred to therein:

a) the last name;

b) the first names;

c) the date of birth;

d) the place of birth.

The setup of this list is determined by a CAA regulation.

An intermediary may not use any title other than that appearing in the register of
distributors or in the list referred to in paragraph 4, subparagraph 2.0

"Art. 281 - Scope of the authorisation

(1) The authorisation resulting from the approval or registration pursuant to Article 280 shall
be valid throughout the EEA. As the authorisation confers the right of establishment and
freedom to provide services, Luxembourg intermediaries may carry out activities in such
territory subject to the notifications, provided for in Articles 291 or 293, being made.

(2) Approvals of Luxembourg insurance and reinsurance intermediaries are issued:

a) for the insurance distribution activity covering :

() either all life classes,
(ii) or all non-life classes;

(i) or all life and non-life classes, as mentioned in Annexes | and II,

b) for the reinsurance intermediation activity.

(3) The registration of ancillary insurance intermediaries applies to both life and non-life
products insofar as the cover is ancillary to the goods or services provided in the course
of their main activity.

Art. 281-1 - Exclusions from the scope of application

(1) This Chapter shall not apply to ancillary insurance intermediaries carrying out insurance
distribution activities where all the following conditions are met:

"8law of 10 August 2018
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(2)

a) the insurance is complementary to the product or service supplied by these persons,
when it covers:

() the risk of breakdown of, loss of, or damage to, the goods or non-use of the service
provided by these persons, or

(i) damage to, or loss of, baggage and other risks linked to travel booked with these
persons;

b) the amount of the annualised premium paid for that insurance product does not exceed
600 euros;

¢) by way of derogation from point b), where the insurance product is complementary to
a service referred to in point a) and the duration of that service is equal to or less than
three months, the amount of the premium per person shall not exceed 200 euros.

None of the following activities are considered as insurance or reinsurance distribution:

a) the provision of information on an incidental basis in the context of another professional
activity when:

(i) the provider does not take any additional steps to assist in concluding or
performing an insurance contract;

(i) the purpose of these activities is not to assist the customer in concluding or
performing a reinsurance contract;

b) the management of claims of an insurance or reinsurance undertaking on a
professional basis and loss adjusting and expert appraisal of claims;

c) the mere provision of data and information on potential policyholders to insurance
intermediaries, reinsurance intermediaries, insurance undertakings or reinsurance
undertakings, where the provider does not take other steps to assist the customer in
the conclusion of an insurance or reinsurance contract;

d) the mere provision of information about insurance or reinsurance products, an
insurance intermediary, a reinsurance intermediary, an insurance undertaking or a
reinsurance undertaking to potential policyholders, where the provider does not take
other steps to assist the customer in the conclusion of an insurance or reinsurance
contract. »"

"Section 2 - Access to distribution activity, operating conditions and end of activity"&

"Subsection 1 - Approval and registration procedure

Art. 282 - Approval and registration procedure

(1) The application for approval or registration shall be submitted to the Minister through the

CAA together with supporting documents justifying that the conditions set out in this
Section are met.

For insurance and reinsurance intermediaries, the application for approval is considered
as an application for registration.

(2) The application for approval or registration must be supported by all the information

necessary for its assessment.

(3) The decision taken on an application for approval or registration must be reasoned and

notified to the applicant within three months of the receipt of the application or, if it is
incomplete, within three months of the receipt of the information necessary for the
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decision. The applicant must be promptly informed of the decision. Subject to a strict time

mi t of one mont h, t he CAAOGs decision

shall rule as a court of first instance.

(4) Luxembourg insurance or reinsurance intermediaries shall inform the CAA in advance of
any major amendment of a document which was required during the approval or
registration procedure. »%

"Subsection 2 - Insurance and reinsurance brokers and brokerage firms" 8

"Art. 283 - Conditions of approval and operation applicable to an insurance or
reinsurance brokerage firm

(1) The approval of an insurance or reinsurance brokerage firm is subject to the following

conditions:

a) it must be incorporated in the Grand Duchy of Luxembourg in one of the forms
provided for by the legislation on commercial companies;

b) with regard to its insurance or reinsurance brokerage activity, it is effectively
managed by one or more executives of an insurance or reinsurance brokerage firm
duly authorised pursuant to Article 274;

c) it has internally at its disposal all the technical resources and skills as well as the
human resources necessary to carry out its missions;

d) the members of its administrative, management and supervisory bodies are able to
prove their good repute;

e) evidence is submitted that the requirements for financial assets and professional
indemnity insurance, as referred to in Article 290, are fulfilled;

f) a business plan indicating the type and volume of operations envisaged, as well as
a description of its administrative and accounting structure is presented; and

g) the application fee applicable to brokers as determined in accordance with Article 31
has being paid; and

h) its shareholders or associates shall meet the requirements of Article 296.

(2) In addition to the conditions set out in paragraph 1, points a), b), ¢), d), e) and h), the
brokerage firm must fulfil all the following operating conditions:

a)

b)

c)

be able to demonstrate compliance with the requirements for continuous
professional training and development referred to in Article 288, paragraph 2, for
persons authorised on its behalf;

carry out its activity in accordance with the latest business plan submitted to the
CAA; and

be up to date with the payment of fees applicable to brokers as determined in
accordance with Article 31.

(3) All'the conditions referred to in this Article are operating conditions and must be constantly

met.
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Art. 283-1 - Conditions of approval and operation applicable to an insurance or
reinsurance broker

(1) The approval of an insurance or reinsurance broker is subject to the following conditions:

a) he must fulfil the same conditions of good repute and professional knowledge as the
executive of a brokerage firm as referred to in Articles 272, 274 and 288;

b) he has internally at its disposal all the technical resources and skills as well as
human resources in-house necessary to carry out his missions; and

c) evidence is submitted that the requirements for financial assets and professional
indemnity insurance, as referred to in Article 290, are fulfilled;

d) a business plan indicating the type and volume of operations envisaged, as well as
a description of its administrative structure is presented; and

e) the application fee applicable to brokers as determined in accordance with Article
31, has been paid.

(2) In addition to the conditions set out in paragraph 1, point a), b), ¢), d), the insurance or
reinsurance broker must fulfil the following operating conditions:

a) be able to demonstrate compliance with the requirements for continuous
professional training and development referred to in Article 288, paragraph 2, for
himself and for persons authorised on his behalf;

b) carry out his activity in accordance with the latest business plan submitted to the
CAA; and

c) be up to date with the payment of fees applicable to brokers as determined in
accordance with Article 31.

(3) All'the conditions referred to in this Article are operating conditions and must be constantly
met.

Art. 283-21 Conditions of approval and operation applicable to an insurance sub-broker
(1) The approval of an insurance sub-broker is subject to the following conditions:

a) he shall demonstrate to be of good repute and have professional knowledge as
referred to in Article 288, paragraph 1;

b) he shall demonstrate to work under the responsibility of the broker who introduced the
request for approval; and

¢) he shall demonstrate the coverage by a professional indemnity insurance.

(2) In addition to the conditions set out in paragraph 1, the sub-broker must comply with the
requirements for continuous professional training and development referred to in Article
288, paragraph 2.

(3) Allthe conditions referred to in this Article are operating conditions and must be constantly
met.

Art. 283-3 - Specific provisions applicable to insurance or reinsurance brokerage

The combination of the functions of an insurance broker with those of a reinsurance broker,
respectively of an insurance brokerage firm and a reinsurance brokerage firm is authorised
conditionally upon the CAA being informed in advance of such intention to combine by
respectively the insurance or reinsurance broker or brokerage firm.
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These intermediaries may address the public by using the title of insurance and reinsurance
broker, respectively insurance and reinsurance brokerage firm.

Art. 283-4 - Specific provisions applicable to advice provided to customers by an
intermediary acting on their behalf

(1) In relation to the contracts proposed or advised, the advice given by a broker having
received approval in the Grand Duchy of Luxembourg must be based upon an impartial
and personalised analysis.

(2) Similarly, any non-Luxembourg distributor of insurance products who, for the selling of
any insurance product, or for certain types thereof, to customers whose habitual residence
or establishment is situated in the Grand Duchy of Luxembourg, informs its customer,
within the framework of pre-contractual information, that it is representing him, must give
advice on the basis of an impartial and personalised analysis. »%

"Subsection 3 - Insurance Agents and Agencies" &
"Art. 284 - Conditions of approval and operation applicable to the insurance agency
(1) The approval of an insurance agency is subject to the following conditions:

a) it must be incorporated in the Grand Duchy of Luxembourg in one of the forms
provided for by the legislation on commercial companies;

b) with regard to its activity as an insurance agency, it is effectively managed by one or
more natural persons, all of whom must be duly authorised as insurance agents for
the applicant insurance undertaking(s) and provide evidence of their knowledge of
the general principles of business management;

c) it has internally at its disposal all the technical resources and skills as well as human
resources necessary to carry out its missions; and

d) the members of its administrative, management and supervisory bodies as well as
shareholders or partners who are able to prove their good repute.

(2) The conditions set out in paragraph 1, points a), b) and c) are operating conditions which
must be constantly met.

Art. 284-1 - Conditions of approval and operation applicable to an insurance agent

(1) Approval may be granted only if the insurance agent can provide evidence of his good
repute and professional knowledge as referred to in Article 288, paragraph 1.

(2) In addition to the conditions set out in paragraph 1, the insurance agent must comply
with the requirements for continuous professional training and development referred to
in Article 288, paragraph 2.

(3) All the conditions referred to in this Article are operating conditions and must be
constantly met.
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Art.

284-2 - Specific provisions applicable to agents

(1) Agents are agents ( i ma nird & do@ipsurance undertakings and may carry out this

activity as their main activity or as an ancillary activity.

Agents, who are natural persons, may perform their functions as employees or self-
employed. Agents may receive approval only upon written request of an insurance
undertaking established in the Grand Duchy of Luxembourg. No agent may receive
approval for several insurance undertakings in the same class of insurance.

However, an agent may receive approval in the same class for several undertakings, if
these undertakings jointly so request.

(2) The agent shall act under the responsibility of the company for which it has received

approval. In the event of joint approval, its liability shall be covered by the insurance
undertaking from which the marketed product originates.

(3) Are governed by labour law the contractual relationship:

(4)

(5)

(6)

a) between an insurance agent and the principal insurance undertaking where the agent
is an employee of that undertaking;

b) between an insurance agent and an insurance agency where the agent is an
employee of that agency.

Are governed by a written agency agreement the contractual relationship:

a) between a self-employed or employed insurance agent, in circumstances other than
those referred to in subparagraph 1, and the principal insurance undertaking;

b) between an insurance agency and the principal insurance undertaking.

This agreement lists the rights and duties of the parties and contains at least provisions
relating to the obligations of the insurance agency or agent towards the principal
undertaking and towards policyholders, as well as the obligations of insurance
undertakings, in particular as regards the terms of remuneration of agents during and at
the end of their term of office. The agency agreement concluded with an insurance agency
must also contain provisions governing the relationship between the principal insurance
undertaking and the agency's employees approved as insurance agents of the same
insurance undertaking, in particular in the event of termination of the employment contract
or loss of approval as an insurance agent.

A CAA Regulation may lay down the framework for the agency agreements referred to in
subparagraph 2 by specifying the key points to be negotiated between the parties and
laid down in writing.

Insurance undertakings may grant their agents or some of them the title of principal agent
or general agent.

An agent shall only address the public by using the title of agent or, where applicable,
principal agent or general agent.

Agents may only offer for subscription insurance contracts of the companies for which
they have received approval.

Any decision to refuse approval or to withdraw approval must be justified and notified to
the parties concerned. In the event that the refusal or withdrawal of approval is motivated
by reasons of lack of good repute, the precise reasons for such refusal shall be
communicated only to the person concerned, excluding the principal insurance
undertaking.d®
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"Subsection 4 i Ancillary insurance intermediaries"e®

"Art. 285 - Conditions for registration in the register of distributors and of operation
applicable to an ancillary insurance intermediary

(1) Registration in the register of distributors may only completed out if the ancillary insurance
intermediary fulfils the following conditions:

a)

b)

It must demonstrate that it is working for an insurance undertaking authorised to
carry on insurance business in the Grand Duchy of Luxembourg;

Insofar as it does not work under the responsibility of an insurance undertaking, it
must demonstrate coverage by an insurance policy with an insurance undertaking
authorised to practice professional indemnity insurance in the Grand Duchy of
Luxembourg and covering their professional civil liability, the scope of the cover, the
territorial scope, the exclusions and the evidence of cover being laid down by a CAA
Regulation;

(c) in addition, the ancillary insurance intermediary shall demonstrate that:

d)

() insurance distribution does not constitute its main professional activity;

(ii) it distributes only certain insurance products that are complementary to a good
or service;

(i) the insurance products concerned do not cover life insurance or liability risks,
unless that cover complements the good or service which the intermediary
provides as its main professional activity and the thresholds in Article 281-1 are
not exceeded,;

The ancillary insurance intermediary, natural person, or the person responsible for
distribution within an ancillary insurance intermediary, legal person, must
demonstrate his good repute and the professional knowledge referred to in Article
288, paragraph 1.

(2) In addition to the conditions set out in paragraph 1, the ancillary insurance intermediary
must comply with the requirements for continuous professional training and development
referred to in Article 288, paragraph 2.

(3) All conditions referred to in this Article are operating conditions and must be constantly
met. »®’

"Subsection 5 - Direct sales by insurance or reinsurance undertakings

Art. 285-1 i Operating conditions for direct sales by insurance and reinsurance
undertakings established in the Grand Duchy of Luxembourg

(1) By1January 2020 at the latest, persons working in the Grand Duchy of Luxembourg who,
within insurance undertakings, are directly involved in insurance distribution, must have
been approved as insurance agents.

Until the expiry of the time limit referred to in subparagraph 1, insurance undertakings
must keep lists of persons working in the Grand Duchy of Luxembourg who, in their midst,
are directly involved in insurance distribution without being approved as insurance agents.

Insurance undertakings must also keep lists of persons, who are directly involved in
insurance distribution, working in their branches located in other Member States.
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(2) Reinsurance undertakings must keep lists of persons, who, in their midst, including in their
branches located in other Member States, are involved in reinsurance distribution.

(3) Insurance and reinsurance undertakings shall ensure that the persons referred to in
paragraphs 1 and 2 possess the knowledge and skills set out in Article 288.

(4) Persons referred to in paragraphs 1 and 2 must also demonstrate their good repute.

(5) The lists referred to in paragraphs 1 and 2 must contain the following information on each
person referred to therein:

a) the last name;
b) the first names;
c) the date of birth;
d) the place of birth.
The setup of this list is determined by a CAA regulation.

Art. 285-2 - Additional governance requirements specific to direct sales

In order to ensure compliance with the requirements set out in Article 285-1, insurance and
reinsurance undertakings shall approve and implement appropriate internal policies and
procedures and shall review them regularly.

They must designate a function to ensure the proper implementation of approved policies and
procedures.

They shall create, maintain and update registers containing all the relevant documentation
regarding the application of the above provisions and shall forward to the CAA the name of
the person responsible for the function referred to in subparagraph 2.5%

"Subsection 6 - Provisions concerning the continuous verification of good repute
Art. 285-3 - Verification of good repute

The undertakings referred to in Article 285-1 shall check regularly the good repute of their
agents and of persons who, in their midst, are directly involved in insurance or reinsurance
distribution and brokers established in the Grand Duchy of Luxembourg are required to check
regularly the good repute of their sub-brokers, in accordance with the procedures laid down
by a CAA Regulation. »%°

"Subsection 7 - Registration in the register of distributor"
"Art. 286 - Registration in the register of distributors
(1) Are registered in a register maintained by the CAA and accessible by electronic means:
a) natural or legal persons approved pursuant to Article 280, paragraph 2,

b) ancillary insurance intermediaries who fulfil the conditions for registration detailed in
Article 285, paragraph 1, and who are not exempt from registration pursuant to Article
280, paragraph 4, and
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(2)

(3)
(4)

c) natural persons who, within the management of an insurance or reinsurance
undertaking, are responsible for insurance or reinsurance distribution activities.

The setup and content of this register of distributors are determined by a CAA regulation.

The conditions for registration shall apply, notwithstanding that an intermediary may act
under the responsibility of an insurance or reinsurance undertaking or another
intermediary.

The persons referred to in paragraph 1, point c), shall meet the requirements of good
repute referred to in Article 32, point 15, and the provisions of Article 274, paragraphs 1,
2 and 3.

The CAA shall regularly review the validity of the registration.&*

Where insurance i or r e i P sindertakings es@ the services of an intermediary to
market their insurance products within the EEA, they may only use the services of
intermediaries included inthe registerfi o f  d i s° kept dy the GAA @ ldy a competent
authority of another Member State ", or an ancillary insurance intermediary excluded from
the scope of Directive (EU) 2016/97 pursuant to Article 1, paragraph 3, thereof".%*

firhe obligation referred to in subparagraph 1 shall also apply to insurance or reinsurance
intermediaries using the services of other intermediaries.&®

"Art. 287 - The procedure for withdrawing approval or removal from the register

(1) The withdrawal of the approval of an insurance or reinsurance intermediary or the removal

of an ancillary insurance intermediary from the register of distributors shall be
pronounced:

a) either as a sanction under Article 303;
b) or when the operating conditions are no longer met;

¢) or in the event of withdrawal of approval as an intermediary of the person under whose
responsibility these persons work;

d) or in the event of the death of the intermediary, natural person;
e) or at the request of the intermediary concerned,

f) or at the request of the intermediary or insurance undertaking under whose
responsibility the intermediary concerned operates.

In the cases referred to in points e), where that intermediary operates under the
responsibility of an insurance undertaking or other intermediary, and f), and if the request
for withdrawal or removal from the register of distributors originates from only one of the
parties, the other party shall be informed thereof by the CAA and the withdrawal or
removal may only take place after a period of 15 days following the date on which the
person was informed thereof by the CAA, to enable the other party concerned to assert
its position.

The approval may also be withdrawn on a proposal from the CAA if the intermediary does
not use it for a period of 12 months.
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The request for withdrawal of approval or removal from the register of distributors referred
to in points e) and f) above must be addressed to the CAA and specify the expiry date of
the approval.

(2) The withdrawal of the approval of an insurance or reinsurance intermediary automatically

entails the removal from the register.

(3) The competent authorities of the other Member States to which the CAA has

communicated the intermediary's intention to carry on business under the freedom of
establishment or the freedom to provide services on their territory, in accordance with
Articles 291 and 293, shall be informed of the removal from the register.&®

"Section 3 - Professional and organisational requirements applicable to Luxembourg
distributorso®’

"Art. 288 - Professional knowledge and skills

(1)

(2)

Natural persons approved for the distribution of insurance or reinsurance products under
this Chapter, ancillary insurance intermediaries and natural persons who, within insurance
or reinsurance undertakings, are responsible for the distribution of insurance and
reinsurance products or are directly involved in the distribution of reinsurance products
must have the appropriate knowledge and skills to enable them to carry out their tasks
and fulfil their obligations in an appropriate manner. This obligation also applies to persons
who, within insurance undertakings, are directly involved in the distribution of insurance
products and who do not have an approval as insurance agent.

In order to be approved, the persons referred to in subparagraph 1 shall demonstrate their
professional knowledge and skills by means of an aptitude test relating to the legislation
governing the supervision of insurance undertakings and their intermediaries, the
insurance contract and insurance techniques for the insurance classes listed in Annexes
| and Il depending on the application for approval, the Law on annual accounts and the
legislation against money laundering and terrorist financing. The detailed programme and
the terms and conditions of the test are determined by a CAA regulation, which may
differentiate between the professional categories concerned.

Persons who can demonstrate sufficient knowledge on the basis of their studies or
appropriate professional experience may be exempted, in whole or in part, by the CAA
from the aptitude test.

In addition, insurance or reinsurance brokers and executives of insurance or reinsurance
brokerage firms must have business management knowledge.

Under exceptional circumstances and upon a reasoned request, the Minister may grant
approval for a period not exceeding 12 months to candidates who do not meet the
conditions of this paragraph.

Ancillary insurance intermediaries must have knowledge in relation to the insurance
products marketed.

In order to maintain an adequate level of performance corresponding to the position they
hold and the market concerned, insurance and reinsurance intermediaries approved
pursuant to Article 280, paragraph 1, and the staff of insurance and reinsurance
undertakings referred to in Article 285-1, paragraph 1, must undergo at least 15 hours of
continuous professional training and development per year, taking into account the nature
of the products sold, the type of distributor, the position they hold and the activity pursued
within the distributor of insurance or reinsurance products.
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Ancillary insurance intermediaries must keep their knowledge of the products marketed
up-to-date, and in particular when marketing new products.

(3) A CAA regulation determines:

a) the detailed content and modalities of the continuous professional training and
development;

b) the details and practical aspects of the mechanisms put in place to monitor and assess
such knowledge and skills."*®

Art. 2891 Consumer protection measures

(1) The premiums and all other sums relating to an insurance contract governed by the Law
of 27 July 1997 on the insurance contract, as amended, which the policyholder pays to
a Luxembourg intermediaryior an anci |l |l ary i®msiwallibe deemed i nt er |
to be paid to the insurance undertaking.

Sums of money intended for the policyholder and claimants of insurance benefits which

are paid to the intermediaryi otheanci | | ar y i ns urt%hyteinsiranteer me di @
undertaking shall not be deemed to have been paid to the policyholder until the latter

has effectively received them.

(2) Where the funds referred to in paragraph 1 are entrusted to an intermediary, they shall
be transferred via strictly separate client accounts (...)%.

Art. 290 - Financial assets and professional indemnity insurancefiof br ¥*ker s o

(1) For insurance or reinsurance brokerage firms, the authorisation is conditional on the
production of evidence of a fully paid-up share capital amounting to not less than 50,000
euros. This fully paid-up share capital must be raised to not less than 125,000 euros
within a timeframe of five years from the date of the authorisation.

(2) For insurance or reinsurance brokers, the authorisation is conditional on the production
of evidence of financial assets amounting to not less than 25,000 euros. This amount
must be raised to not less than 50,000 euros within a timeframe of five years from the
date of the authorisation (...)'°. Financial assets shall mean the net assets of the
insurance or reinsurance broker.

(3) The amounts referred to in paragraphs 1 and 2 shall remain valid, even in cases of an
aggregation of insurance and reinsurance mediation activities. In cases of aggregation
of insurance and reinsurance broker approvals or of insurance and reinsurance
brokerage firm approvals, the timeframes referred to in paragraphs 1 and 2 are linked
to the first broker approval.

(4) Brokers must, moreover, take out an insurance policy with an finsuranced® undertaking
authorised to carry out professional indemnity insurance in the Grand Duchy of
Luxembourg covering their professional civil liability, where the extent of the guarantees,
territorial scope, exclusions and proof of cover shall be fixed by a i C A% éegulation.
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