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ANNEX I

CAPITAL ADEQUACY

I.Technical principles

2.

Other technical principles

Regardless of the method used for the calculation of the supplementary capital adequacy
requirements of regulated entities in a financial conglomerate as laid down in Section II of
this Annex, the coordinator, and where necessary other competent authorities concerned, shall
ensure that the following principles will apply:

(1)

(ii)

the multiple use of elements eligible for the calculation of own funds at the level of
the financial conglomerate (multiple gearing) as well as any inappropriate intra-group
creation of own funds must be eliminated; in order to ensure the elimination of multiple
gearing and the intra-group creation of own funds, competent authorities shall apply
by analogy the relevant principles laid down in the relevant sectoral rules;

pending further harmonisation of sectoral rules, the solvency requirements for each
different financial sector represented in a financial conglomerate shall be covered by
own funds elements in accordance with the corresponding sectoral rules; when there
is a deficit of own funds at the financial conglomerate level, only own funds elements
which are eligible according to each of the sectoral rules (cross-sector capital) shall
qualify for verification of compliance with the additional solvency requirements;

where sectoral rules provide for limits on the eligibility of certain own funds
instruments, which would qualify as cross-sector capital, these limits would
apply mutatis mutandis when calculating own funds at the level of the financial
conglomerate;

when calculating own funds at the level of the financial conglomerate, competent
authorities shall also take into account the effectiveness of the transferability and
availability of the own funds across the different legal entities in the group, given the
objectives of the capital adequacy rules;

where, in the case of a non-regulated financial sector entity, a notional solvency
requirement is calculated in accordance with section II of this Annex, notional
solvency requirement means the capital requirement with which such an entity would
have to comply under the relevant sectoral rules as if it were a regulated entity of
that particular financial sector; in the case of asset management companies, solvency
requirement means the capital requirement set out in Article 5a(1)(a) of Directive
85/611/EEC; the notional solvency requirement of a mixed financial holding company
shall be calculated according to the sectoral rules of the most important financial sector
in the financial conglomerate.



