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CONSULTATION PAPER No. 2/2024

IVASS DRAFT REGULATION LAYING DOWN PROVISIONS ON INSURANCE CONTRACTS REFERRED
TO IN ARTICLE 41 (1 AND 2) OF LEGISLATIVE DECREE NO. 209 oF 7 SEPTEMBER 2005,
INTRODUCING THE CODE OF PRIVATE INSURANCE — AND SUBSEQUENT MODIFICATIONS AND
INTEGRATIONS.

This document contains the Draft Regulation on insurance contracts referred to in article
41 (1 and 2) of legislative decree No. 209 of 7 September 2005, introducing the Code of
Private Insurance — and subsequent modifications and integrations.

The purpose of the draft Regulation is to lay down rules on linked contracts, updating, in
line with new legislation introduced at the European and national level, the provisions
contained in Circular no. 474 of 21 February 2002 and in Regulation no. 32 of 11 June
2009 laying down provisions governing insurance products linked to an internal fund or
UCI and policies whose benefits are directly linked to a share index or another reference
value.

The outline of the Draft Regulation consists of:

i) several provisions, which were subject to the public consultation closed on 9 June
2022, revised as a result of the comments received from stakeholders; with regard to
Article 5 in particular, the new wording also takes into account the comments received in
connection with Discussion Paper No. 1/2022;

i) new provisions making up Chapter IV-bis.

Any observations, comments and proposals may be sent to IVASS by 27 May 2024 to
the following e-mail address: linked@ivass.it using the attached table, to be completed
in Word format.

In relation to point i), IVASS’s positions are the result of an evaluation, carried out at the
outcome of the first consultation of document no. 3/2022, which led to the acceptance of
numerous requests. It is therefore requested that, where possible, comments be
provided in addition to those already submitted to IVASS and covering profiles not
previously consulted.

Personal data provided when participating in the public consultation will be processed by
IVASS (Data Controller) for the purposes provided for in Regulation (EU) 2016/679
(GDPR), exclusively for the performance of its tasks of public interest or anyhow for
purposes related to the exercise of its public powers.

At the end of the public consultation phase, the following will be made public on IVASS
website:

- comments received, indicating the sender, except for data and information for which
the sender requests confidentiality, stating the reasons. The generic warning at the
bottom of the e-mail concerning the confidentiality of the content of the e-mail will not
be considered a request not to disclose the comments sent. Comments received after
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the deadline indicated above will not be taken into consideration;
- the resulting IVASS resolutions.

The structure of the document submitted to this public consultation is not intended to
preclude the possibility of a subsequent different placement of specific provisions in new
or existing IVASS Regulations, Orders or provisions.

Rome, 28 March 2024

IVASS DRAFT REGULATION LAYING DOWN PROVISIONS ON INSURANCE CONTRACTS REFERRED
TO IN ARTICLE 41 (1 AND 2) OF LEGISLATIVE DECREE No. 209 OoF 7 SEPTEMBER 2005,
INTRODUCING THE CODE OF PRIVATE INSURANCE — AND SUBSEQUENT MODIFICATIONS AND
INTEGRATIONS.

Presentation report

1. Theregulatory framework and the principles underlying the Regulation

On 11 March 2022 Draft Regulation no. 3/2022 laying down provisions on insurance
contracts referred to in article 41 (1 and 2) of the Private Insurance Code (CAP) was
submitted for public consultation.

The new provisions contained in the Draft Regulation have been drawn up taking into
account the need to ensure proper coordination and consistency of the regulation of
assets to which the benefits of these categories of contracts may be linked with the
legislative interventions of European and national origin that have taken place over time.
Reference should be made to Consultation Document No. 3/2022 for a reconstruction of
the legal framework and the guiding principles of the new regulatory framework.

The consultation, which ended on 9 June 2022, was widely participated. 285 comments
were received from 24 stakeholders. The most significant observations concerned:

(i) the extension of the subjective scope of the regulation to companies with their head
office in a Member State that market linked policies in Italy;

(i) the alignment of IVASS regulation of unit-linked products with the regulation of
Undertakings for Collective Investment in Transferable Securities (UCITS);

(i) the regulation of costs, with particular regard to the forecasts on the remuneration
of the manager in the case of funds which invest in linked Undertakings for
Collective Investment (UCIs);

(iv) the regulation of the demographic guarantee.

The comments received in the public consultation were evaluated: in some cases the
provisions consulted were modified, in other cases it was decided to confirm the
regulatory choices. The articles have been supplemented with a new Chapter IV-bis.

2. The new regulations
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2.1. Subjective scope

The Draft Regulation identifies the provisions that also apply to European players with
the aim of ensuring a level playing field between Italian operators and operators from
other Member States who place linked products on the domestic market where this is
compatible with the European regulatory framework of reference. In particular, the rules
on qualitative and quantitative investment limits apply to companies with head offices in
other Member States because:

(1) in this area, European rules provide for a minimum harmonisation, leaving the Member
States the power to impose more restrictive provisions?. In fact, Article 133 (3), of the
Solvency Il directive - after stating the principle of the freedom of investment — lays
down that, notwithstanding this general principle, “This Article is without prejudice to
Member States’ requirements restricting the types of assets or reference values to
which policy benefits may be linked. Any such rules shall be applied only where the
investment risk is borne by a policy holder who is a natural person and shall not be
more restrictive than those set out in the Directive 85/611/EEC.” The aforementioned
provision was transposed into Italian law by Article 41 (5) of the CAP, which delegated
the identification of asset types or reference values to IVASS regulation;

(iythere is consistency with the prerequisites set out in the 2000 Commission
Interpretative Communication on the general good rules applicable to undertakings
with head office in another Member State pursuing cross-border business. The
Commission Interpretative Communication on the freedom to provide services and the
general good in the insurance sector (2000/C 43/03) lays down that the host State
may identify certain provisions of its national legislation, which EU undertakings
operating - under a single licence - under the freedom to provide services or the right
of establishment within its territory must comply with when carrying out their activity
(Articles 146(3), 156 and 180 of the Solvency Il directive) ? (Article 23 (3) and Article

1 “Where these harmonised rules constitute minimum provisions, a Member State is free to impose on its
own insurance undertakings stricter rules than those laid down in the Directives.” (see page 13 of the
Interpretative Communication). Member States will then be required to apply the aforementioned criteria
in order to assess whether to include the more restrictive provisions thus adopted among the general good
rules.

2 “Article 146 (Communication of information)

3. Before the branch of an insurance undertaking starts business, the supervisory authorities of the host
Member State shall, where applicable, within two months of receiving the information referred to in
paragraph 1, inform the supervisory authority of the home Member State of the conditions under which, in
the interest of the general good, that business must be pursued in the host Member State. The supervisory
authority of the home Member State shall communicate this information to the insurance undertaking
concerned.”.

“Article 156 (Advertising)

Insurance undertakings with head offices in Member States may advertise their services, through all
available means of communication, in the host Member State, subject to the rules governing the form and
content of such advertising adopted in the interest of the general good.”.

“Article 180 (General good)
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27 of the CAP)3. In particular, the Communication - after recalling that only general-
good rules can restrict or impede exercise of the two basic freedoms, namely the
freedom to provide services and the right of establishment — makes clear that a
national provision may be qualified as a general-good rule only when it satisfies the
following requirements: i) it must come within a field which has not been harmonised;
i) it must pursue an objective of the general good; iii) it must be non-discriminatory;
iv) it must by objectively necessary; v) it must be proportionate to the objective
pursued; vi) it is also necessary for the general-good objective not to be safeguarded
by rules to which the provider of services is already subject in the Member State where
he is established.”. The aforementioned Communication supports the right of Member
States, pursuant to Article 133 of the Solvency Il Directive, to identify national rules
that set limits on investments related to linked policies, provided that they are not more
restrictive than the provisions introduced by UCITS regulations and that they concern
contracts where the investment risk is borne by the policyholder natural person. Such
provisions, if identified, would also be applicable to undertakings having their head
office in other Member States, operating in Italy under the freedom to provide services
or the right of establishment;

(i)  the non-application to companies based in other Member States would be
discriminatory for Italian undertakings and would not adequately protect Italian
residents. The application to insurance undertakings pursuing cross-border business
in Italy finds its legal basis in Article 27 of the CAP, according to which “1. The
Community insurance undertaking may not conclude contracts, nor use forms of
advertising that are in conflict with the national rules on the general good, including
the rules adopted for the protection of policyholders and those entitled to insurance
benefits.” An application limited to undertakings having their head office in Italy would
not allow real and adequate protection of Italian consumers.

The fact that the provision in Article 5(1) of the Draft Regulation concerning the so-called
demographic risk is qualified as a general-good rule deserves clarification. In this
respect, it is our opinion that this decision has been made because the rules on contracts
are not uniform across Europe, allowing for provisions to be made at the national level.
The assessment of demographic risk is in any case left to the undertaking on the basis
of the policyholder’s coverage needs. On the other hand, the rule introduces a provision

Neither the Member State in which a risk is situated nor the Member State of the commitment shall prevent
a policy holder from concluding a contract with an insurance undertaking authorised under the conditions
of Article 14 as long as that conclusion of contract does not conflict with legal provisions protecting the
general good in the Member State in which the risk is situated or in the Member State of the commitment.”.
3 “Article 23 (Business under the right of establishment)

3. IVASS, within thirty days of receiving the notification, shall inform the supervisory authority of the home
member State of the general good provisions which the undertaking must observe when pursuing
business.”

“Article 27 (Compliance with general good provisions) 1. The Community insurance undertaking may not
conclude contracts, nor use forms of advertising that are in conflict with the national rules on the general
good, including the rules adopted for the protection of policyholders and those entitled to insurance
benefits.”
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that partially overlaps with Article 6 (2) of Regulation No. 29/2009, already included
among the general good rules, which will be expressly repealed following the entry into
force of the new regulatory framework.

The application of the provisions on Product Oversight & Governance (POG), Corporate
Governance and internal organisation to undertakings having their head office in another
Member State is excluded.

2.2 Regulation of unit linked contracts linked to insurance internal funds

2.2.1 Regulatory considerations

The regulatory provisions revise the regulations on assets in which the internal funds of
insurance companies can be invested, specifically those assets to which the benefits of
unit-linked contracts are linked. The purpose is twofold: to implement the primary
regulatory framework in the insurance sector and to take account of legislative changes
in the broader context.

IVASS has therefore pursued, as far as possible, and taking into account the specificities
of the insurance sector, the objective of ensuring maximum consistency with the
provisions laid down in Section Il (UCITS), Chapter lll, Title V of the Bank of Italy’s
Regulation on Collective Asset Management. For these purposes, the undertakings’
attention is drawn to ensuring consistency with the instructions contained in this
regulation, where relevant, as they form an integral part of it. As anticipated, this
discipline has been identified, consistent with primary European and national legislation
of interest, as a benchmark both with respect to the interests of the insurance company
(to ensure a level playing field with other players in the financial market), and with respect
to the protection of policyholder (to ensure that the policyholder natural person purchases
a product with a risk profile not higher than that of a UCITS intended for non-professional
(retail) customers).

The regulations on investment limits are consistent with and complementary to the
regulations on Product Oversight and Governance (hereinafter POG), as the latter
concerns, in particular, the provisions aimed at ensuring that the product is designed and
marketed to categories of consumers that meet the characteristics identified by the
manufacturer at the relevant design stage.

Moreover, the POG framework does not contain any provision that might act on the
provision in Article 133 of Solvency I, confirming the continued validity of that framework
with regard to linked products: both regulations are aimed at the ultimate goal of
consumer protection.

For these purposes itis useful to recall, among others, some passages in the Preparatory
Guidelines EIOPA on product oversight and governance arrangements by insurance
undertakings and insurance distributors, where it is stated that “The product oversight
and governance arrangements should be primarily considered as an implementation of
the fundamental objective of insurance supervision, namely the protection of
policyholders and beneficiaries as stated in Solvency Il. Due to their purpose and
objectives the organisational arrangements as outlined in the Guidelines have a

5
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substantial link to the system of governance under the Solvency Il framework, requiring
firms to have a sound and prudent management of the business under a risk based
approach including an appropriate risk management system. Organisational
arrangements which aim to ensure a correct design of the insurance products fall within
the system of governance of the insurance undertaking. The Guidelines introduce very
explicit processes and measures with regard to the design, development and monitoring
of new insurance products.” Even more, “In this context, the [Insurance Distribution
Directive; IDD] will provide for a detailed regulation which takes into account the specific
profiles of transparency and protection of the customer with regard to both the design of
the product and its distribution. On this basis, the product oversight and governance
arrangements have their foundation in Solvency Il as well as in the IDD, the latter
specifying the requirements from a customer protection point of view and adding
requirements for distributors, which are not in the scope of the Solvency Il framework.”

The foregoing supports the coordinated approach between Solvency Il and IDD
regulations, which, pursuing the same ultimate goal of protecting the insurance consumer
of linked contracts, operate on different levels; the one acts by dictating regulations
concerning investment limits; the other acts by outlining the rules for appropriate product
governance, to ensure that in both the design and distribution phases, the products
offered are commensurate with customers’ needs and requirements, as well as adequate
with respect to their level of knowledge and experience.

We also remind the clarifications provided in recital 9 of Regulation (EU) no. 1286/2014
concerning packaged retail and insurance-based investment products (PRIIPs), which
expressly refer to Solvency Il Directive as a legislative act that applies in addition to the
provision contained in the Regulation (see also Article 3 (2) stating that «Where PRIIP
manufacturers subject to this Regulation are also subject to Directive 2009/138/EC, this
Regulation and Directive 2009/138/EC shall both apply»).

2.2.2. Eligible investments and relevant limits

IVASS Draft Regulation implementing the national primary rules contained in the CAP,
derived from European provisions, is consistent with a systematic and functional
interpretation of Article 133 (3) of Solvency Il. In this provision, the European legislator
acknowledges and defines the principle of freedom of investment* as a means to
enhance risk management and improve asset allocation®. However, to provide greater
protection to policyholders exposed to investment risk®, Member States are allowed to

4 For the products in question, the PPP should be exercised in compliance with the rules under Article 132, par. 2 and
3.

5 See point 4.13 of the Commission staff working document - Accompanying document to the Proposal for a Directive
Solvency Il - Impact assessment report {COM(2007) 361 final} {SEC(2007) 870} /* SEC/2007/0871 * where it is stated,
among other things, that “.... the current investment rules do not provide incentives for insurers to improve their risk
management and increase the administrative burden placed upon insurers resulting from a lack of alignment of
regulatory requirements and industry practice. The lack of harmonisation of investment rules across Member States
also increases costs for insurers operating on a cross-border basis and results in an uneven level of policyholder
protection across the EU”.

81t is emblematic that the provision in question was not contained in the original text of the draft directive submitted on
10 July 2007, but is the result of a subsequent introduction during the approval process, likely following a more
considered examination of the case and of the relevant need for protection of the retail insured party exposed to
investment risk.
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impose constraints and limits on the types of assets and reference values. These
constraints and limits only apply to linked products purchased by natural persons who
bear the investment risk, as they obviously require greater protection. The UCITS
regulations serve as a general benchmark for any limits that are introduced.

In the light of the comments received at the end of the first consultation, it was ultimately
decided to increase the investment limits, subject to specific conditions, in accordance
with the guidelines set by the Bank of Italy in the Regulation on collective asset
management for UCITS.

In particular, the purpose was to define - by regulation - a remodelled framework of
investment limits under specific conditions. In particular, the discipline applies to linked
policies, where the risk is borne by the policyholder natural person, linked to an internal
fund with the following characteristics:

(i) payment of a non-fractional initial premium of not less than €500,000;

(i) minimum investment horizon consistent with the degree/level of illiquidity of assets.
By way of example, a time horizon not shorter than the maturity of the most illiquid
security may be considered as such;

(i) eligibility for distribution to policyholders natural persons who bear the investment
risk and have technical/professional expertise in finance that enables a full
understanding of the insurance product and the associated riskiness and illiquidity.

The identification, by way of IVASS implementing provisions, of the type of product and
relevant target market represents a measure to safeguard the interests of the consumer,
while at the same time allowing for the expansion of the range of products that insurance
companies may place on the market. On the other hand, the illiquidity of products and
related investments require the company to put in place specific safeguards to protect its
stability and that of the market.

In this context, the provisions issued by the national legislator were also considered.
Specifically, Decree No. 19 of 13 January 20227, issued by the Ministry of the Economy
and Finance, which amended Ministerial Decree No. 30/2015 concerning the eligibility
criteria for investors who wish to subscribe to reserved ltalian Alternative Investment
Funds (AIFs), responded to the need to expand the pool of retail customers with

7 “Regulation amending decree no. 30 of 5 March 2015, implementing article 39 of legislative decree no. 58 of 24
February 1998 (TUF), regarding the determination of the general criteria to be complied with by Italian Undertakings
for collective investment (UCI).” Published in the OJ - General series - n0.62 of 15-03-2022. This measure was issued
as a result of the consultation procedure started on 4 June 2020.
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significant assets, who are interested in investing in illiquid assets and unlisted
companies for the medium to long termé.

2.3 Management fees in the case of funds investing in linked UClIs

In accordance with European and national POG regulations and EIOPA guidelines on
value-for-money, undertakings are explicitly required, when determining the costs
charged on internal fund assets, to ensure that the value of the product for the
policyholder is maintained.

Given the potential conflict of interest®, arising from management fees in the presence of
linked UClIs, it is necessary that the undertaking implements appropriate measures to
prevent the insured from being charged multiple times. Therefore, without prejudice to
the prohibition of levying the internal fund with charges of any kind for the subscription
and redemption of units of linked UCIs, the remuneration of the manager is permitted
where the latter actually provides an additional service in relation to the units of the linked
UCI in which the fund is invested. This approach is in line with EIOPA guidelines on the
value for money*?, which permit to offer funds managed by entities within the same group
as the company. Consequently, the assessment of the value for money is delegated to
the internal control system implemented by insurance companies.

The provisions have therefore been reformulated, including by virtue of the specificities
that characterise the management of internal funds that invest in linked UCls, enhancing
the autonomy of the companies and entrusting the latter with the management of
potential conflicts of interest through the identification of appropriate safeguards that
ensure the non-duplication of burdens on insurance customers.

2.4 Demographic guarantee

8 In particular, in addition to non-professional investors who subscribe to or purchase units or shares of AlFs for a total
amount of not less than €500,000, the decree establishes that the regulation or by-laws of the reserved Italian AIF may
also extend participation in it to the following parties: i) non-professional investors who, during the provision of the
investment advice, subscribe or purchase units or shares of the AIF for an initial amount of not less than €100,000
provided that, as a result of such subscription or purchase, the aggregate amount of their investments in reserved AlFs
does not exceed 10% of their financial portfolio. The minimum initial participation is not fractionable; ii) persons
authorised to provide the portfolio management service who, in the course of providing such service, subscribe to or
purchase units or shares of the AIF for an initial amount of not less than €100 000 on behalf of non-professional
investors.

9 Consob Communication no. DIN/1011290 of 15-2-2001 on the “Manager's remuneration. Communication no. 20844
of 16 March 2000".

10 Supervisory Statement On assessment of value for money of unit-linked insurance products under product oversight
and governance - EIOPA 30 November 2021, par. 3.8 “In particular, it is expected that underlying funds managed by
affiliated entities are only made available when they offer at least similar value for money than comparable funds on
the market. These assessments should be evident in the product design, product testing and pricing process and
systems and controls should be in place to ensure conflicts of interest are managed and mitigated”.
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In line with the aforementioned EIOPA guidelines on value-for-money?!, the provision in
Article 5 of the Draft Regulation stipulates that the undertaking shall give the customer
the option of subscribing to a product with a demographic guarantee if it meets the
policyholder’s coverage needs.

In light of the outcome of the consultation, the provision in Article 5 has been reworded
to make it more explicit that the value of the insurance benefit depends on the
demographic risk assessment appropriately calibrated to the policyholder's need for
insurance coverage; an express reference to the premium invested has been envisaged.
The provision also incorporates IVASS’s determinations on the subject of the
demographic guarantee, made as a result of the examination of the comments received
as part of the public consultation of Discussion Paper No. 1/2022, containing prodromal
considerations on the subject.

With the exception of POG and governance profiles, this provision is also applicable to
companies with head office in another Member State as it is to be considered a general
good rule. Otherwise, its applicability only to Italian companies would lead to an unlevel
playing field. With regard to this profile, reference should be made to paragraph 2.1
above.

Finally, it should be noted - for domestic undertakings - that: i) the adequacy assessment
must be consistent with both the characteristics of the product and those of the target
market, taking into account elements such as the amount of the premium paid, the age
of the insured party and the duration of the contract as identified in the company’s internal
POG process; ii) in line with the adequacy assessment, the benefit payable by the
company may not be less than a reasonable percentage of the premium invested.

2.5 Transitional regime

In view of the comments received during the consultation phase, changes were made to
the provisions governing the transitional regime in order to allow companies to adapt
gradually to the new provisions introduced by the Draft Regulation.

Hence, Article 38 of the Regulation has been reworded to provide for a general
transitional period of 12 months from the entry into force of the Regulation for companies
to adjust to the new rules.

For pre-existing internal funds linked to contracts signed after the date of entry into force
of the Regulation, the same 12-month adjustment period as above applies (increased
from 6 months in the version submitted for the first public consultation), thus ensuring a
gradual adjustment for these funds as well.

113,16 The pricing process should evidence that each product feature delivers value for money in line with the needs,
objectives and characteristics of the target market. This includes all underlying funds, levels of capital guarantees,
available biometric risk covers, etc. For example, a product which offers high value because of the biometric risk cover
while offering average returns may bring value to target markets whose objectives is to accumulate capital whilst
having adequate biometric coverage. However, such product would not offer value to target markets whose objective
is to increase capital by seeking higher returns.”
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It is important to mention that the new regulatory provisions will not apply to pre-existing
funds that are not accepting new subscriptions or underwriting new contracts. This is in
accordance with Article 38(1), pursuant to which the new rules will only apply to contracts
entered into after the entry into force of the Regulation.

3. IVASS Draft Regulation

In view of the regulatory reference framework of European and national origin, the
following Draft Regulation has been prepared.

3.1. Structure of the Regulation

The Draft Regulation is made up of 40 Articles, divided into four Parts, and 2 annexes. A
summary of the various provisions is given below.

Part | contains the general provisions of the Draft Regulation. After the specification of
the reference legislative sources (Art. 1) and definitions (Art. 2), the scope of the
regulation is specified (Art. 3), which includes - with the exception of the expressly
identified provisions - also European companies operating in Italy under the freedom to
provide services or the right of establishment; the characteristics of unit- and index-linked
contracts (Art. 4) and the assessment of demographic risk (Art. 5) are described.

Part Il deals with unit-linked policies.

In Chapter I, in particular (Art. 6), reference is made, on the one hand, to Chapters lll,
IV and IV-bis and, on the other hand, to Chapter V for the identification, respectively, of
the characteristics of the assets contained in the internal funds held by the insurance
company and of the UCITS in the case of policies whose benefits are directly linked to
them.

Chapter Il contains the provisions relating to the procedures for the establishment of
internal funds and the criteria for the drafting of their regulations (Art. 7), the minimum
content of the regulation containing the management criteria of the fund or individual sub-
funds (Art. 8), the procedures and frequency of calculation of the value of the unit (Art.
9), and the criteria for the representation of direct and indirect expenses to be borne by
the internal fund or individual sub-fund (Art. 10). Regarding, in particular,
overperformance fees (Art. 11), reference is made to the European guidelines on UCITS
performance fees issued by ESMA and their transposition into the national framework.

Article 12 lays down provisions on the amendments to the fund’s regulation (Art. 12).
Articles 13 and 14 govern, respectively, the relations between intermediaries and
undertakings for the valuation of the premiums paid and the payment of insurance
benefits (Art. 13) and the separate accounting of the assets of each internal fund and of
each individual sub-fund from the accounting of the other assets of the insurance
undertaking (Art. 14).

10
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Chapter Il lays down rules on the investment types and limits for the assets making up
the internal fund or the individual sub-funds and refers, where applicable, to the
instructions contained in the Regulation on collective asset management issued by the
Bank of Italy for the application details. Without prejudice to the need to ensure adequate
risk spreading, the internal fund may, for a maximum period of six months from the date
of commencement of operations, derogate from the investment limits laid down in the
Draft Regulation (Art. 15). The following provisions regulate in detail the investment
criteria to be met with reference to listed financial instruments (Art. 16), unlisted money-
market instruments (Art. 17), listed derivative financial instruments (Art. 18), unlisted
derivative financial instruments (Art. 19), unlisted financial instruments - for which the
undertaking is required to assess the degree of liquidity using specific parameters
(including the bid-ask spread, i.e. the difference between the bid price and the offer price;
the amount held, the economic situation, and other parameters largely used and reported
in the financial literature)*? (Art. 20) -, investments in AIFs and UCITS (Art. 21), and other
admitted assets (Art. 22).

Chapter IV regards the limits to investment management and risk concentration,
providing for general (Art. 23) and specific limits, such as concentration limits per issuer
(Art. 24), bank deposits (Art. 25), OTC financial derivatives (Art. 26), overall investment
limits (Art. 27), investments in units of open-ended UCIs (Art. 28), limits to investments
in unlisted financial instruments (Art. 29), assets underlying derivative financial
instruments (Art. 30) and overall exposure in derivatives (Art. 31).

Chapter 1V-bis provides for derogations from investment limits when the conditions
detailed in the Regulation are met (Art. 31-bis), and establishes specific safeguards for
risk management to be complied with by the undertaking (Art. 31-ter).

Chapter V regulates investments for insurance contracts where the benefits are directly
linked to the value of units in an UCITS. Where the value of insurance benefits is directly
linked to the units in more than one UCITS, the insurance terms and conditions must
clearly specify the pre-defined or variable composition of the UCITS basket, the method
of determining its value for the calculation of the insurance benefit, as well as the type of
risk resulting from the basket (Art. 32). The application of management fees by insurance
undertakings is permitted only where an effective management service is provided on
the basis of an investment strategy, consistent with pre-defined risk-return objectives
identified in the insurance terms and conditions (Art. 33).

Chapter VI lays down rules on the separation of accounts and segregation of assets
belonging to each internal fund or external UCITS (Art. 34).

Part Il contains provisions on index linked policies.

First of all, Chapter | establishes the requirements of the financial indexes and other
reference values to which benefits or surrender values of the index linked contracts may
be linked (Art. 35) and the indexation mechanisms (Art. 36).

12 See, for example, John C. Hull, Risk Management and Financial Institutions, Liquidity Risk.

11
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Chapter Il dictates rules on assets representing technical provisions (Art. 37).

Part IV contains the final provisions. In particular, it is expressly stated that the new rules
apply only to linked contracts entered into after the entry into force of these regulations.
In addition, the article provides for a transitional period, establishing a general deadline
of 12 months from the entry into force of the Regulation for companies to gradually adjust
to the new rules. It also lays down rules of first application reserved to pre-existing funds
to which new unit-linked contracts entered into after the entry into force of the Regulation
are linked (Art. 38). The provisions apply regardless of the form taken by the insurance-
based investment product (i.e. hybrid products).

Previous regulations concerning unit and index-linked policies are repealed (Art. 39) and
the publication and entry into force of the Regulation are regulated (Art. 40).

With the repeal of IVASS Circular No. 474/2002 - which, however, continues to have
effect limited to contracts signed before to the entry into force of the new regulations - all
guidelines and clarifications issued over time regarding the relevant regulations are also
deemed superseded.

Annexes 1 and 2 to the Regulation present the report format of internal funds referring,
respectively, to the assets/liability and income situation.

* % %

At the end of the public consultation procedure, IVASS will disclose the results and its
consequent determinations (see page 1 of this document).

12
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REGULATORY IMPACT ANALYSIS
(RIA)

On the basis of the provisions of IVASS Regulation No. 54/2022 on the procedures for
the adoption of regulatory and general acts of IVASS, in particular Articles 5 and 7, and
taking into account the principles of transparency and proportionality that govern the
regulatory process of IVASS, a regulatory impact analysis was carried out in which the
regulatory options available were examined in order to choose the most effective and
least costly solution for the recipients of the regulation.

The provisions of the Regulation under analysis contain rules on unit-linked and index-
linked contracts. The impact analysis refers specifically to the provisions of Chapter IV-
bis, Part Il of the Draft Regulation that were introduced into the text as a result of the first
consultation mentioned in the presentation report described above.

For the impact analysis of the provisions contained in the Draft Regulation and already
included in IVASS Consultation Paper No. 3/2022, reference should be made to the
assessments contained therein, with the exception of the provisions on management
fees. A specific RIA was conducted for, due to the different regulatory options re-
evaluated as a result of the comments received during the public consultation.

A) Management fees (Articles 10 and 33)

Taking into account the comments received on the provisions of Consultation Paper No.
3/202213, two possible regulatory options were examined (see Table 1).

Table 1
Main advantages Main disadvantages
Option 1 a) Approach similar to that a) Misalignment with EU
Maintenance of adopted for UCITS at national legislation on UCITS and
rules subject to level by the Bank of Italy’s CONSOB’s approach for the
consultation regulations on collective asset domestic financial sector (see
(Articles 10(5) and | management below)
33(3))
b) Potential containment of the b) Impact on the regulations of
costs for internal funds
policyholders/insureds/persons
entitled to insurance benefits and | c) Misalignment with the
comparability of the product provisions applied to fees in the

13 Article 10(5) “In the event that the assets of the internal fund include units of linked UCI - without prejudice to the
prohibition of charging subscription and redemption fees to the portion of the internal fund’s assets invested in linked
UCI - the management fee may be charged on condition that the total remuneration received by the manager of the
linked funds is deducted from it’.

Article 33(3) “The management fee is charged by reducing the number of units relating to each contract. In the case
of investments in linked UCI, the fee may be charged provided that the total remuneration received by the manager of
the linked funds is deducted from it. Any sums retroceded to the company by the Asset Management Company (AMC)
shall be credited to the policyholders, insured persons or those entitled to insurance benefits.”

13
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case of funds external to the
group
d) Impact on the organisational
structures and practices adopted
by undertakings
Option 2 a) Enhancement of the a) Less prescriptive provision
Rewording of the undertaking’s autonomy in with possible distortions in
rules subject to identifying appropriate safeguards | application, in the event of
consultation, for managing potential conflicts of | inadequate safeguards on the part
limiting the interest in the case of linked of companies for the management
prohibition of UCls; also in compliance with of potential conflicts of interest
charging fees to the | European indications on the and subsequent possible
internal fund only to | subject matter, through the duplication of costs for consumers
fees for the containment of costs associated
subscription and with the product, particularly in b) Misalignment with the Bank of
redemption of units | the case of possible duplication of | Italy’s regulations on collective
of linked UCls. costs asset management
However,
management fees b) Greater enhancement of the
can be charged insurance specificities that
under specific characterise the management of
conditions internal funds
¢) Homogeneity of regulations on
the topic of management fees in
the case of funds internal or
external to the group

The regulatory choice fell on option 2. The provisions governing management fees have
therefore been reformulated in view of the specificities that characterise the management
of internal funds that invest in linked UClIs.

In view of the comments received during the public consultation, also taking into account
the indications provided by CONSOB*4, the provision has been reworded compared to
the version previously subject to consultation. Without prejudice to the prohibition of
levying the internal fund with charges of any kind for the subscription and redemption of
units of linked UCIs, the remuneration of the manager is permitted where the latter
actually provides an additional service in relation to the units of the linked UCI in which
the fund is invested. This enhances the undertaking’s autonomy in identifying the
safeguards for managing potential conflicts of interest and determining the appropriate

14 Consob Communication no. DIN/1011290 of 15-2-2001 on the “Manager's remuneration. Communication no. 20844
of 16 March 2000”.
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value of the product, in line with European and national POG provisions, as well as
EIOPA guidelines on value-for-money.

It was decided to defer to the company, through the identification of specific
safeguards, the management of the potential conflict of interest, avoiding the
duplication of burdens on the insured.

B) Derogations from investment limits (Part Il, Chapter 1V-bis)

Numerous comments were received during the public consultation regarding the
advisability of extending and raising the investment limits for certain categories of clients
who would be allowed access to more illiquid and risky products, subject to specific
conditions regarding: i) the type of investments attributable to them; and ii) the nature of
the investor.

As regards the advisability of allowing such a regulatory option, a number of aspects
relating to the regulation of the insurance sector and the broader financial sector were
taken into account. In detail:

a) the notion of retail vs. professional clients, as defined in the IDD and MIFID
frameworks;

b) the European evolution of the regulations, contained in the package presented by
the EU Commission on 24 May 2023 Retail Investment Strategy®, containing the
proposed amendments to the IDD and MIFID. In this regard: 1) in the context of
the MIFID thresholds for the identification of professional clients!®, the reduction
of the threshold used to identify the wealth criterion from €500,000 to €250,000
and the inclusion of a possible fourth criterion relating to relevant education or
training; 2) in the context of the IDD provisions?!’, concerning the exemptions of
companies and distributors from pre-contractual information obligations, the
express exemption only for clients defined as professional, in accordance with the
criteria of the MIFID. In this respect, it should be noted that the current text of the
IDD only provides for this exemption as an option to be exercised by the Member
States (it should be noted that Italy has not exercised this option during
transposition);

c) the evolution of the national regulations, brought about by the revision of the rules
contained in Ministerial Decree No. 30/2015 by Decree No. 19 of 13 January
202218 of the Ministry of Economy and Finance. The modifications to the eligibility

15 The package is made up of an “omnibus” directive amending the IDD and MIFID Directives (and, to a lesser extent
UCITS, AIMFD and Solvency Il) and of a proposal for amendment of the PRIIP Regulation.

16 Annex Il of MiFID, which contains the criteria for identifying clients who can be treated as professionals on demand.
17 Proposal for amendment of article 22 (1) as regards the notion of professional client (Art. 4 (1), point 10 and related
Annex 2).

18 “Regulation amending decree no. 30 of 5 March 2015, implementing article 39 of legislative decree no. 58 of 24
February 1998 (TUF), regarding the determination of the general criteria to be complied with by Italian Undertakings
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requirements for investors subscribing to reserved Italian AlFs aim to expand the
pool of retail (non professional) customers with substantial assets who are
interested in investing in illiquid assets'® over a medium to long-term period. These
changes are specifically related to the provision of investment advice, subscription
or purchase of AIF units or shares, and require a minimum investment amount of
€100,000, subject to certain conditions pertaining to the investment portfolio.

IVASS has then given further thought to the possibility of allowing less stringent limits for
certain product categories, in the following terms.

1. Derogations from investment limits

Generally speaking, the identification - by regulation - of specific limits on the investment
of assets set for the structuring of a product linked to a company’s internal fund, which is
more illiquid, is intended to: i) preserve the interests of consumers with specific
characteristics/greater risk appetite, financial competence and willingness to invest; ii)
pursue level playing field objectives regarding the offering of insurance products in the
broader financial market, meaning the market that allows investments in products that
are riskier than a UCITS (i.e. an AIF); iii) expand the range of insurance products of
insurance companies, within the scope defined by IVASS.

When establishing this regulatory framework, careful consideration was given to
determining specific measures to monitor business risk management. These aim to
identify, evaluate, manage and monitor the risks associated with the financial instruments
in which the internal fund is invested. The framework applies to both companies based
in Italy and to branches of companies with head office in non-EU countries. In detail,
these measures should allow: a) examination of the current and prospective consistency
between the cash flows of the internal fund’s assets and those of the liabilities generated
by the policies linked to it, particularly taking into account the surrender options, both
under “normal” and “critical” market conditions; b) monitoring of the liquidity of the
financial instruments in which the internal fund is invested, also considering “worst-case
scenarios”; c¢) identification of actions that may be necessary in exceptional market
situations to ensure that commitments to policyholders can be met and to manage
reputational risk (see Table 2).

Table 2
| Main advantages | Main disadvantages |

for collective investment (UCI)”. Published in the OJ - General series - n0.62 of 15-03-2022. This measure was issued
as a result of the consultation procedure started on 4 June 2020.

19 |n particular, in addition to non-professional investors who subscribe to or purchase units or shares of AlFs for a
total amount of not less than €500,000, the decree establishes that the regulation or by-laws of the reserved Italian
AIF may also extend participation in it to the following parties: i) non-professional investors who, during the provision
of the investment advice, subscribe or purchase units or shares of the AIF for an initial amount of not less than
€100,000 provided that, as a result of such subscription or purchase, the aggregate amount of their investments in
reserved AlFs does not exceed 10% of their financial portfolio. The minimum initial participation is not fractionable; ii)
persons authorised to provide the portfolio management service who, in the course of providing such service, subscribe
to or purchase units or shares of the AIF for an initial amount of not less than €100 000 on behalf of non-professional
investors.
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Option 1

Keeping maximum
investment limits in
line with those
stipulated in  the

UCITS rules for all

a) Level playing field between
different  financial market
players in the presence of
products with similar financial
characteristics

b) Protection of policyholders

a) Restriction by insurance
companies of the offer of linked
products (only to those complying
with UCITS as regards investment
limits)

b) Limiting

the possibility for

Raising the maximum
investment limits for
unit-linked  policies,
linked to internal
funds and directed at
retail customers with
certain characteristics

a) Greater management
flexibility for the insurance
company. The regulatory option
assessed allows the company
to raise its investment limits with
the aim of securing higher
returns over long-term time

horizons.
b) Increased offer  for
policyholders. The regulatory

option assessed provides for
higher investment limits for
internal funds linked to specific
unit-linked products (with a
minimum initial premium of
€500,000) underwritten by
policyholders  with  certain
characteristics

c) ldentification - by regulation -
of the reference regulatory
framework (investment limits
and characteristics of the
subscriber)

unit-linked  policies, | bearing a risk equivalent to that | policyholders with a greater risk
linked to internal | of investments in products with | appetite to invest in linked policies
funds and designed | similar financial characteristics | with a riskier investment profile than
for retail customers | (UCITS) and subject to similar | a UCITS

(rule subject to | regulatory safeguards

consultation in

Consultation  Paper

No 3/2002)

Option 2

a) Definition of specific insurance
products with a risk for policyholders
that differs from that borne for
UCITS and units linked to external
funds

b) Evolutionary interpretation of
primary insurance legislation

The regulatory choice fell on Option 2.

The text of the consultation document has been supplemented with a new Chapter,
containing, for unit-linked policies linked to an insurance company’s internal fund,
regulatory provisions outlining a certain type of:
1) insurance product, with an initial premium of €500,000 to be paid in a lump sum,
which is more illiquid and has a potentially higher exposure to risk, with the
following exceptions to the investment limits in: i) unlisted financial instruments;

i) units of the same non reserved open-ended AlIF; iii) non reserved open-ended

AIF, having regard to the overall exposure;
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2) customers with certain characteristics (i.e. greater risk appetite; sound financial
expertise; willingness to invest, also in a medium- to long-term perspective).

More specifically, the permitted derogations concern investments in: a) unlisted financial
instruments up to a limit of 40% of the total assets (notwithstanding Article 29 (1) of
the Draft Regulation, in financial instruments, as referred to in Articles 20, 21 (3) and 22
(2); b) units of the same non-reserved open-ended AIF up to a limit of 30% of the total
assets (by way of derogation from Article 28 (3) of the Draft Regulation); c) units of non-
reserved AlFs for a value not exceeding in the aggregate 50% of the total assets of
the internal fund (by way of derogation from Article 28 (4) of the Draft Regulation).

Stakeholders (consumers, academia and industry - manufacturers and distributors - and
in general all those who will take part in the consultation/interested parties) are invited to
provide quantitative input for possible assessments regarding the refinement, if any, of
the thresholds identified above.

1.1.The criteria for identifying customers who can access more illiquid products
In the financial sector, Annex Il of the MIFID Il provides the identification criteria clients
must comply with in order to be treated as a professional client. In the course of the
assessment, as a minimum, two of the following criteria should be satisfied:

“- the client has carried out transactions, in significant size, on the relevant market at an
average frequency of 10 per quarter over the previous four quarters;

- the size of the client's financial instrument portfolio, defined as including cash deposits
and financial instruments exceeds EUR 500 000;

- the client works or has worked in the financial sector for at least one year in a
professional position, which requires knowledge of the transactions or services
envisaged.”

The analysis also considers the EU Commission’s Retail Investment Strategy, which
includes the proposed modification of the €500,000 threshold, reducing it to €250,000 as
mentioned in 81, as well as the changes implemented at the national level by the Decree
of the Minister of the Economy and Finance. These changes aim to expand the group of
retail customers who are permitted to access more illiquid financial instruments (see
Table 3).

Table 3

Main advantages

Main disadvantages

product

Option 1 a) Enhancement of the elements | a) Identification of criteria for access
Identifying  specific | of technical discretion in the | to more illiquid products potentially
thresholds for the | identification of the features of | not matching those of the
insurance sector relevance to the specific sector, | neighbouring financial sector
due to the peculiarities of the | b) Difficulties in relating certain
insurance-based investment | provisions of the new draft

regulation to categories of clients,
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b) Maintaining an equal level of
consumer protection (i.e. similar
disclosure requirements) with
respect to the existing insurance
framework for retail clients

c) Protection of the insurance
consumer who can access more
illiquid products within the
industry-specific framework

already relevant for the financial
sector

Option 2

Refer to thresholds
and parameters
already present in
the financial
framework (i.e.
notion of
professional investor
as per MIFID)

a) Consistency with the current
and  developing regulatory
framework for the financial
sector, considering the
interconnectedness of the two
sectors

b) Enhanced consistency with
EU insurance regulations, which
exempts companies from
disclosure obligations under the
IDD, in case of professional
clients, in accordance with MIFID
Il

c) Advantages of re-using
already known parameters to
identify financial clients who can
access more illiquid products

a) Risk of potential misalignment
with primary insurance legislation
(which has not exercised the option
contained in the above-mentioned
Article of the IDD)

b) Possible misalignments when

making reference to legislative
parameters established for
customers  other than retail
customers

c) Lower level of protection for
insurance consumers (retail)
accessing financial products

designed for professional clients (in
accordance with MIFID II)

d) Less attention paid to the
specificities of the insurance-based
investment  product and the
characteristics of the consumer

The regulatory choice fell on Option 1. When determining the characteristics of more
illiquid products, the existing regulations in the financial sector were taken into account.
This was done because of the close relationship between the sectors and to exploit the
synergies resulting from their interconnectedness. Therefore, the access threshold

identified is €500,000.

The product has a minimum investment horizon consistent with the degree/level of
illiquidity of the assets.
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IVASS DRAFT REGULATION LAYING DOWN PROVISIONS ON INSURANCE CONTRACTS REFERRED
TO IN ARTICLE 41 (1 AND 2) OF LEGISLATIVE DECREE NoO. 209 OF 7 SEPTEMBER 2005,
INTRODUCING THE CODE OF PRIVATE INSURANCE — AND SUBSEQUENT MODIFICATIONS AND
INTEGRATIONS.

THE INSURANCE SUPERVISORY AUTHORITY

HAVING REGARD to law no. 576 of 12 August 1982 as subsequently amended and
supplemented, on the reform of insurance supervision;

HAVING REGARD to Article 13 of decree law no. 95 of 6 July 2012, converted after
amendments into law no. 135 of 7 August 2012, concerning urgent measures for the
review of public spending with unchanged services for citizens and establishing IVASS;

HAVING REGARD to the Decree of the President of the Italian Republic of 12 December
2012 that has approved the Statute of IVASS which entered into force on 1 January 2013;

HAVING REGARD to presidential decree no. 445 of 28 December 2000, as
subsequently amended and supplemented, introducing a consolidated text of laws and
regulations on administrative documentation;

HAVING REGARD to legislative decree no. 196 of 30 June 2003 and subsequent
modifications and integrations, regarding the personal data protection code;

HAVING REGARD to Regulation (EU) 2016/679 of the European Parliament and of the
Council of 27 April 2016, on the protection of natural persons with regard to the
processing of personal data and on the free movement of such data, and repealing
Directive 95/46/EC (General Data Protection Regulation);

HAVING REGARD to 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
financial 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;

HAVING REGARD to Regulation (EU) 648/2012 of the European Parliament and of the
Council of 4 July 2012 on OTC derivatives, central counterparties and trade repositories;

HAVING REGARD to Regulation (EU) 2021/168 of the European Parliament and of the
Council of 10 February 2021 amending Regulation (EU) 2016/1011 as regards the
exemption of certain third-country spot foreign exchange benchmarks and the
designation of replacements for certain benchmarks in cessation, and amending
Regulation (EU) No 648/2012;

HAVING REGARD to Regulation (EU) 2019/2088 of the European Parliament and of the
Council of 27 November 2019 on sustainability-related disclosures in the financial
services sector;
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HAVING REGARD to Regulation (EU) 2020/852 of the European Parliament and of the
Council of 18 June 2020 on the establishment of a framework to facilitate sustainable
investment, and amending Regulation (EU) 2019/2088;

HAVING REGARD to Regulation (EC) No 1060/2009 of the European Parliament and
of the Council of 16 September 2009 on credit rating agencies;

HAVING REGARD to the Notice by the Bank of Italy of 22 July 2013 “On the adequacy
of the procedures for the assessment of credit risk and the use of ratings in the service
of collective asset management”;

HAVING REGARD to Regulation (EU) No. 1286/2014 of the European Parliament and
of the Council of 26 November 2014 on key information documents for packaged retail
and insurance-based investment products;

HAVING REGARD to Commission Delegated Regulation (EU) 2017/653 of 8 March
2017, supplementing Regulation (EU) No 1286/2014 of the European Parliament and of
the Council on key information documents for packaged retail and insurance-based
investment products by laying down regulatory technical standards with regard to the
presentation, content, review and revision of key information documents and the
conditions for fulfilling the requirement to provide such documents;

HAVING REGARD to Commission Delegated Regulation (EU) 2017/2358 of 21
September 2017 supplementing Directive (EU) 2016/97 of the European Parliament and
of the Council with regard to product oversight and governance requirements for
insurance undertakings and insurance distributors;

HAVING REGARD to Commission Implementing Regulation (EU) 2017/1469 of 11
August 2017, laying down a standardised presentation format for the insurance product
information document;

HAVING REGARD to legislative decree no. 58 of 24 February 1998-as-subseguently
amended-and-supplemented, introducing the Consolidated law on financial mediation

HAVING REGARD to legislative decree no. 385 of 1 September 1993 as subsequently
amended and supplemented, introducing the Consolidated banking law;

HAVING REGARD to legislative decree no. 206 of 6 September 2005 as subsequently
amended and supplemented, introducing the Consumer Code;

HAVING REGARD to legislative decree no. 252 of 5 December 2005-and-subseguent
amendments-and-supplements, laying down rules on supplementary pension schemes;

HAVING REGARD to legislative decree no. 209 of 7 September 2005-as-subseguently
amended-and-supplemented, introducing the Code of Private Insurance;
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HAVING REGARD to legislative decree no.47 of 6 April 2012, implementing Directive
2009/65/EC on the coordination of laws, regulations and administrative provisions
relating to undertakings of collective investment in transferable securities (UCITS);

HAVING REGARD to the decree of the Ministry of Economy and Finance no. 30 of 5
March 2015 containing the Reqgulation implementing Article 39 of Leqislative Decree no.
58 of 24 February 1998 (Consolidated Finance Law - TUF) concerning the determination
of the general criteria to _be complied with by Italian Undertakings for collective
investment (UCI);

HAVING REGARD to the decree of the Ministry of Economy and Finance no. 19 of 13
January 2022 amending decree no. 30 of 5 March 2015;

HAVING REGARD to the Regulation on collective asset management, issued by the
Bank of Italy on 19 January 2015;-and-subsequent-meodifications-and-integrations;

HAVING REGARD to the Guidelines, issued by ESMA on 5 November 2020, on
performance fees in UCITS and certain types of AlFs;

HAVING REGARD to Commission Delegated Regulation (EU) 2015/35 of 10 October
2014 supplementing Directive 2009/138/EC on the taking-up and pursuit of the business

of insurance and reinsurance;-and-subsequentmodifications-and-integrations;

HAVING REGARD to IVASS Regulation no. 354 of 529 November 2013-implementing
Article23-of lawno—262-of 28-December20052022 laying down provisions on the
discipline of procedures for the adoption of IVASS’ regulatory and general acts_as
referred to in article 23 of law no. 262 of 28 December 2005;

HAVING REGARD to MASSISVAP Circular no. 474 of 21 February 2002 laying down
provisions on insurance contracts referred to in article 30 (1) of legislative decree no. 174
of 17 March 1995, where the benefits are directly linked to the value of units in an UCI or
to the value of the assets in an internal fund held by the insurance undertaking;

HAVING REGARD to NMASSISVAP Regulation no. 32 of 11 June 2009 laying down
provisions governing policies whose benefits are directly linked to a share index or
another reference value referred to under article 41 (2) of legislative decree no. 209 of 7
September 2005 — Code of Private Insurance;

HAVING REGARD to MASSISVAP Regulation no. 29 of 16 March 2009 laying down
implementing instructions on the classification of risks within the insurance classes
pursuant to article 2 of legislative decree n. 209 of 7 September 2005 — Code of private
insurance;

HAVING REGARD to IVASS Regulation no. 24 of 6 June 2016 laying down provisions

on investments and assets representing technical provisions pursuant to legislative
decree no. 209 of 7 September 2005 — Code of private insurance;
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HAVING REGARD to IVASS Regulation no. 38 of 3 July 2018 laying down provisions on
the system of governance pursuant to legislative decree no. 209 of 7 September 2005 —
Code of private insurance;

HAVING REGARD to MASSISVAP Regulation no. 14 of 18 February 2008 concerning
the definition of the procedures for the approval of changes to the articles of association
and to the scheme of operations, for the authorisation of the portfolio transfers and
mergers and divisions referred to in title XIV of legislative decree no. 209 of 7 September
2005 — Code of private insurance;

HAVING REGARD to IVASS Regulation no. 40 of 2 August 2018 laying down provisions
on insurance and reinsurance mediation as referred to under Title IX (General rules on
distribution) of legislative decree no. 209 of 7 September 2005 — Code of private
Insurance;

HAVING REGARD to IVASS Regulation no. 41 of 2 August 2018 on transparency,
disclosure and design of insurance products pursuant to legislative decree no. 209 of 7
September 2005 — Code of private insurance;

HAVING REGARD to IVASS Regulation no. 45 of 4 August 2020 laying down provisions
on insurance product oversight and governance requirements pursuant to legislative
decree no. 209 of 7 September 2005 — Code of private insurance;

HAVING REGARD to EIOPA Guidelines on the system of governance and in particular
Guideline no. 32 concerning unit-linked or index-linked contracts;

HAVING REGARD to the Supervisory Statement “On assessment of value for money of
unit-linked insurance products under product oversight and governance” published by
EIOPA on 30 November 2021;

HAVING CONSIDERED the necessity to implement Italian and EU regulations;
HAVING ALSO CONSIDERED the need for a regular review of legislation, in accordance

with article 23 of law no. 262 of 28 December 2005, as well as for the simplification and
reorganisation of insurance regulations,

has adopted the following
REGULATION
INDEX
PART | - General provisions

Art. 1 (Legislative sources)
Art. 2 (Definitions)
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Art. 3 (Scope)
Art. 4 (Insurance benefits of unit- and index-linked contracts)
Art. 5 (Demographic risk)

PART Il - Provisions relating to unit-linked peheiescontracts
CHAPTER | —-Assets-of unit-linkedpolicies— General provisions

Art. 6 (Characteristics of the assets to which the benefits of unit-linked policies referred
to in Article 41(5) of the Code are linked)

CHAPTER II - Unit-linked contracts with benefits linked petetestinked-to_the
units in an internal fund

Art. 7 (Establishment of the internal fund and its regulations)

Art. 8 (Minimum content of the internal fund regulation)

Art. 9 (Method and frequency of calculation of the unit value)

Art. 10 (ExpensesCosts)

Art. 11 (Over-performance fees)

Art. 12 (Amendments to the regulation)

Art. 13 (Relations with the distribution network)

Art. 14 (Mandatory documents of the internal fund)

CHAPTER IlI- Assets of internal funds_envisaged in article 41 (5) of the Code
Art. 15 (Investments of internal funds)

Art. 16 (Listed financial instruments)

Art. 17 (MeneyUnlisted money-market instruments)

Art. 18 (Listed derivative financial instruments)

Art. 19 (Unlisted derivative financial instruments)

Art. 20 (Unlisted financial instruments)

Art. 21 (Investments in AlFs and UCITS)

Art. 22 (Other admitted assets)

CHAPTER IV - Limits to investment management and risk concentration_for
contracts referred to in Article 41(5) of the Code

Art. 23 (General limits)

Art. 24 (Limits to investments in financial instruments of the same issuer)
Art. 25 (Limits to investments in bank deposits)

Art. 26 (Limits to investments in OTC financial derivatives)

Art. 27 (Overall investment limits)

Art. 28 (Investments in units of open-ended UCIs)

Art. 29 (Limits to investments in unlisted financial instruments)

Art. 30 (Assets underlying derivative financial instruments)

Art. 31 (Overall exposure in derivatives)

CHAPTER IV-bis — Derogations from investment limits for the contracts referred to
in Article 41(5) of the Code

Art. 31-bis (Specific investment limits)

Art. 31-ter (Safequards for business risk management)
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CHAPTER V - PRelietesUnit linked te-contracts with benefits linked to the value of
units in an UCITS pursuant to Article 41(5) of the Code

Art. Ar=32 (PeliciesContracts with benefits directly linked to units in an UCITS)

Art. 33 (Management fees)

CHAPTER VI - Segregation of assets
Art. 34 (Segregation of assets attributable to individual internal funds or external
UCGIUCITS)

PART Il - Provisions relating to index-linked peteiescontracts
CHAPTER | - Eligible indices and indexation mechanism

Art. 35 (Financial indices and other reference values)

Art. 36 (Mechanism for indexation)

CHAPTER II - Safety and marketability of assets covering technical provisions
Art. 37 (Assets covering technical provisions)

PART IV - Transitional and final provisions
Art. 38 (Transitional provisions)

Art. 39 (Repeals)

Art. 40 (Publication and entry into force)

PART |
General Provisions

Art. 1
(Legislative sources)

1. This Regulation has been adopted in compliance with Articles 2(6), (3), (5), (9), 30,
30-bis, 30-decies, 32, 37-ter, 38, 41, 182(7), 183(2) and 191(1)(b), (f), (1), (n), (0) and
(q) of Legislative Decree no. 209 of 7 September 2009.

Art. 2
(Definitions)

1. Unless otherwise specified, for the purpose of this Regulation the definitions laid
down in legislative decree no. 209 of 7 September 2005, and subsequent
modifications and integrations, shall apply. In addition, the following definitions have

b)a) “‘benchmark” shall mean: the market index used to evaluate the periodic
performance of the internal fund or units of undertakings for collective investment
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to which the insurance benefits are linked;

: Lt | icle 8(1)m)._of 8 lation:

e)b) “Code” shall mean: legislative decree no. 209 of 7 September 2005 and

subsequent modifications and integrations, introducing the Code of Private
Insurance,;

é)e) “unit- Iinked contract” shall mean: the life assurance contract envisaged in

article 41 (1) of the Code;
e)xd) “‘index-linked contract” shall mean: the life assurance contract envisaged in

article 41 (2) of legislative-decree-no—209-of 7 September2005the Code;

H—"internal fund" shall mean: the investment portfolio, as defined byin IVASS

provisions implementing Article 191 of legislative-decreeno—209-of 7-September

law-on-financialb-mediation:Code;

h)f) “capital protected funds” shall mean: internal funds that, through the use of
particular management techniques, pursue an investment policy aimed at
minimising the probability of loss of invested capital;

Ha) “supplementary individual pension plans” shall mean: the pension plans as
referred to in article 13 (1) b) of legislative decree no. 252 of 5 December 2005
and subsequent modifications and integrations;

Pph) “AlF or Alternative Investment FundsFund” shall mean: the Italian, EU and
non-EU Undertaking for collective investment of alternative inrvestment
fundssaving falling within the scope of Directive 2011/61/EU, according to the
respective definitions of Article 1(1) m-ter), m-quinquies) and m-sexies), and
pursuant to the provisions of legislative decree no. 58 of 24 February 1998, as
subsequently amended and supplemented, introducing the Consolidated law on
financial mediation;

i) “manager of UCI” shall mean: the persons referred to in Article 1 (1) g-bis) of the

TUF;
1) “UCI or undertaking for collective investment” shall mean: the entity set up to
provide the service of collective asset management, as defined in Article 1 (1), k) of
legislative decree no. 58 of 24 February 1998, introducing the Consolidated law on
financial mediation;
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p)ym) “linked UCI” shaII mean: UCI sponsored, set up or managed by asset
management-companies-belonging-teo mangers of the same group to which the
insurance undertaking belongs;

en) “UCITS or Undertakings for collective investment in transferable securities”
shall mean: Italian or EU undertakings for collective investment in transferable
securities, aeeerdmgreferred t0 the—respestve—tdelnidors—ein Artlcle 1 (1)L m)
and m-bis) of .
Gensehda%ed—law—en—fm&ner&kmedraﬁenthe TUF,;

Ho) “administrative body” shall mean: the administrative body, as defined by
IVASS provisions implementing Article 30 of legislative decree no. 209 of 7
September 2005;

sIp) “uhit-linked-peolicies—policy for pension purposes” shall mean: uhit-linked
those policies designed to implement individual supplementary pension schemes
referred toin Artlcle 13 (1) b) of Iegrslatrve decree no. 252 of 5 December 2005;

q) "frnanC|aI mstruments shall mean: flnancral mstruments referred to in Article 1 (2)

of the TUF;
r) "TUF or Consolidated law on financial mediation” shall mean: legislative decree no. 58
of 24 February 1998 and subsequent modifications and integrations;
s) “EU” shall mean: the European Union:.
t) “ultimate Italian parent undertaking” shall mean: the insurance undertaking referred
to in Article 210 (2) of the Code or the insurance undertaking identified by IVASS
pursuant to Article 210 (3) of the Code.

Art. 3
(Scope)

1. This Regulation shall apply to:

a) insurance undertakings having their head office in the territory of the Italian
Republic;
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b) EU insurance undertakings licensed to carry on business in the territory of the
Italian Republic by way of establishment or of free provision of services, except
for Article 24 Articles 5 (2to 4), 7 (1), 14, 31-ter, 32 (5), 34, 37;

c) branches in the territory of the Italian Republic of insurance undertakings whose
head offices are in a third State;

d) the ultlmate Itallan parent companles i o ;

Art. 4
(Insurance benefits of unit- and index-linked contracts)

1. Benefits under unit-linked contracts are directly linked to the value of assets
contained in an internal fund held by the company or to the value of units in one or
more UCLUCITS

2. The benefits provided for in index-linked contracts are directly linked to a share index
or other reference value- other than those referred to in paragraph 1.

Art. 5
(Demographic risk)

1. Subject to the conditions stated in Article 2 of the Code and the corresponding
implementing provisions issued by IVASS, unit-linked and index-linked contracts,
excluding individual pension plans, include a real-commitment on the part of the
company to define-and-pay benefits in the event of survival, death or both. The value
of whichthese benefits is determined by a demographic risk assessment_that is
appropriately calibrated to the policyholder’s insurance needs.

2. For the purposes of Paragraph 1, the company shall ensure that the assessment of
the appropriateness of the demographic risk is consistent with the product’s
characteristics and the target market,as-dentified-during. This includes considering
factors such as the premium paid, the insured’s age and the contract duration. These
considerations should be part of the product oversight and governance process
outlined in Article 30-decies of the Code and the relevant implementing provisions
issued by IVASS.

2-bis. The benefit payable by the company under paragraphs 1 and 2 shall not be less
than an appropriate percentage of the premium invested, taking into account the
policyholder’s need for insurance cover.

3. In defining the process of assessing the appropriateness of the demographic risk,
the company makes use of the contribution of the actuarial, risk management and
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compliance functions, taking into account their respective competences, consistent
with the IVASS provisions on corporate governance implementing Article 30 of the
Code.

4. TFhe-In accordance with the provisions implementing Articles 30 and 30-decies of the
Code, the compliance function shall verifyinclude, in its report submitted each year
to the administrative body, assessments on the fulfilment of the risk management

process referred to in paragraphs 1, 2, and 3;,—and-—shallcertifyits—. These
assessments _should include the consistency of the process with the applicable

provrsrons wrth partrcular regard to |ts structurrng—rn—the—repert—sebnm&ed—eaeh—year

ef—the—GeeIe— The report is forwarded to IVASS upon request

PART Il
Provisions relating to unit-linked petetescontracts

CHAPTER | —-Assets-of unit-linkedpohietes— General provisions

Art. 6
(Characteristics of the assets to which the benefits
_of
unit-linked policies referred to in Article 41(5) of the Code are linked)

1. For unit-linked policies whose contract benefits are linked to the company’s internal
funds, the relevant assets have the characteristics set out in ChapterChapters Ill, 1V
and IV-bis. In the case of funds divided into sub-funds, the provisions on assets apply
with respect to each sub-fund.

2. For unit-linked policies whose contract benefits are linked to one or more USIUCITS,
the relevant assets have the characteristics set out in Chapter V.

ChapterCHAPTER Il - Unit- linked pehlietescontracts with benefits linked to_the
units in an internal fund

Art. 7
(Establishment of the internal fund and its regulations)

1. The administrative body of the undertaking shall approve the establishment of the
internal fund together with its regulation and subsequent amendments thereto.

2. The regulation of the internal fund_shall contain the rules governing the establishment
and management of the fund and shall have a structure and content suitable for
making the fund’s features clearly comprehensible to the policyholder and facilitating
the comparability of insurance products.
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3. For the purpose of paragraph 2, the regulation of the internal fund shall be drawn up
in accordance with the general criteria set out below:

a)

b)

d)

clarity:_ enables the policyholder to fully and easily understand the characteristics
of the fund. To this end, it is written in Italian, in an orderly, clear and
comprehensible manner; the individual clauses do not give rise to ambiguities or
impede the policyholder’s full understanding of the characteristics of the insurance
product and its contractual terms and conditions. _Also contributing to the
readability of the text is the use of appropriate graphic-typographical criteria and
editing arrangements;

completeness: the regulation shall thoroughly define the characteristics of the
internal fund; to this end, it shall contain all the elements required by the law and
the implementing provisions laid down by IVASS. These elements shall represent
the minimum content of the regulation. In any event, it is not possible to provide
in other documents for conditions different from or additional to those laid down in
the regulation concerning the characteristics of the internal fund;

conciseness: the undertaking shall adhere to a fundamental standard of
conciseness, avoiding burdening the text of the regulation with the reproduction
of legal provisions or implementing provisions issued by IVASS and/or the
duplication of information;

consistency: the regulation shall be drafted according to a criterion of overall
consistency of the provisions and elements characterising the fund, such as the
subject matter, the investment policy, the expenses regime, the accumulation or
distribution of profit and, in general, all the operating procedures.

4. The internal fund regulation is an integral part of the insurance terms and conditions.
It is delivered to the policyholder_before the conclusion of the contract and in the case
of subsequent significant changes or renewals, in accordance with the provisions of

Articles 120, 120-quater, and 185 of the Code and the relevant implementing
provisions established by IVASS-before-the-conclusion-of the-contractand-inthecase

sleabecopenl ehomaee cp pomoue o

Art. 8
(Minimum content of the internal fund regulation)

1. The regulation shall at least state:

a)

b)

the name of the internal fund, uniquely defined with respect to others on the market
and intended to enable its easy identification; for these purposes, wording likely to
cause confusion both with similar further funds on the market and with other
insurance products shall be avoided;

the investment sub-funds, if any, into which the fund is divided, indicating their
names, as well as the classes of units, where present, indicating their
characteristics and the conditions, defined in an objective manner, for their access
to the classes;

the currency of denomination;
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the manner and frequency of calculation of the value of the unit of the internal fund
or of the individual sub-funds, where applicable, and of any fees retroceded by the
fund-managers_of UCI; the valuation days are also specified, as well as the
sources from WhICh the value of the un|t can be determlned sueh—as—newspapeps

specn‘ylnq that itis publlshed
on the website of the insurance company holding the fund no later than the third

business day following the valuation date of the unit;
the investment objectives and policies of the internal fund or of the individual sub-
funds, clearly specifying the risk profiles to which the fund or sub-fund is

respectively exposed. In particular, the investment—pelieyregulation shall

eeveﬂndlcate the gwdellnes and Ilmlts followed in the choice of assets—te—be

mvestment—p%ey—sha“—te#m—a—eehe#em—#amewerk SO that the fund S expected

risk-return profile can clearly emerge;

the criteria used for the valuation of the assets included in the internal fund;_ or
sub-fund; in particular, the criteria for the selection of investments and their
allocation, as well as the valuation criteria for listed and unlisted assets for which
a trading price cannot be determined with a frequency in line with the valuation of
the unit, shall be clearly defined in detail; _these criteria constitute the reference
point for the identification and selection of assets that can potentially be acquired
by the fund; _in this context, the undertaking shall also specify: i) the option to
delegate investment decisions to intermediaries licensed to provide asset
management services, following the predetermined asset allocation criteria
established by the undertaking and outlined in the internal fund regulation. In this
case, the regulation of the internal fund tee-shall-contain-the-statementstipulates
that the undertaking is solely responsible towards policyholders for its fund
management activities. i) the intention to use derivative financial instruments and
the purposes pursued by their use; iii) the possibility of investing in units of linked
UCls or other financial instruments issued by group companies;

the types, the qualitative and quantitative limits of the assets in which the
resources allocated to the internal fund or individual sub-funds are intended to be
invested; In particular, it provides for: the nature of the financial instruments, such
as, but not limited to, risk capital securities, debt securities, money market
securities, UCI, their presumed degree of liquidity as well as whether they are
traded on regulated markets. _In addition, the regulation shall indicate whether
profits are to be accumulated in the assets of the fund, or of the sub-fund (when

provided for), or distributed to pelieyholders—insured-persons-or-those-entitled-to
surance-benefits-the beneficiaries. In the latter case, the criteria and methods

for determination and distribution te-the-parties-entitled-are defined;

the costs applied by distinguishing the individual components, as set out in Article
10;

the operating procedures for the allocation of any tax benefits accrued in the
internal fund or sub-fund, where applicable;-and-efanyfeesretroceded-by-thefund
e
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the possibility of merger with other internal funds of the company and the causes

that may lead to it; the operating procedures and effects for the policyholder, the

insured or those entitled to insurance benefits;

a benchmark against which to evaluate the return of either the internal fund or the

different sub-funds to which benefits are linked, which has all the following

characteristics:

1. itis constructed by referring to widely used financial indicators, developed and
disseminated by third parties, including with respect to the group to which the
company belongs;

2. it is consistent with the fund’s investment policy and with the types of assets
admitted as cover for technical provisions;

3. itis clear and transparent in the calculation formula, in the composition of the
basket and in the allocation of weights, so as to ensure the objectivity of the

calculation basis and verifiability;

4. it facilitates the retrieval of data concerning the components to which it refers;

an indication that the regulation is an integral part of the insurance terms and

conditions.

2. With regard to paragraph 1(g), the regulation states:

a)

b)

g)

the geographic areas/markets, issuer categories, product sectors, company types
and currency of denomination of financial instruments or other assets;

the portfolio composition in terms of maximum weights assigned to each individual
component, such as, for example, securities representing risk capital, debt; and
bank deposits, with the indication of the maximum percentage of assets that each
component can represent. _To this end, reference is made to homogeneous
categories of assets that are significant in relation to the investment object and the
overall investment policy of the fund;

whether and for what purpose the fund intends to trade in derivative financial
instruments and the impact of such instruments on the fund’s risks, also taking
into account the commitments implicit in the derivative component of structured
securities;

strategies, management style and investment techniques;

any other relevant factors in the definition of investments;

any constraints on the selection of investments on the basis of ethical or
sustainable finance criteria, consistent with the previsions—efdisclosures made
pursuant to Regulation (EU) 2019/2088 of the European Parliament and of the
Council dated 27 November 2019 on sustainability-—-related disclosures in the
financial services and the investment policy adopted;

in the case of “capital protected funds”, the characteristics of the fund and the
manner in which the “capital protection” or “guarantee” is provided.

. In relation to paragraph 1(m), if the benchmark applied does not effectively measure

the management style being used, the undertaking shall explain the reasons for this
in the regulation of the internal fund and indicate, in its place, a target return-the or a
measure of the expected average annual volatility of the units deemed acceptable, or
else another benchmark, for identifying the fund's risk profile. This choice shall be
recorded in the resolution of the administrative body referred to in Article 7(1).
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4. With regard to paragraph 1(m), the regulation shall also contain a reference to the
replacement of reference indices, consistent with the provisions of Regulation (EU)
2016/1011.

5. The regulation shall not include any advertising or promotional language and shall only
use terms such as "guarantee”, “guaranteed”, “guarantees" or similar terms with
reference to contracts for which the undertaking has directly committed to providing
that specific guarantee, and shall avoid using such terms in the event of commitments
made by third parties to pay predetermined sums.

6. The term “protected capital” shall only be used with reference to contracts for which
the adoption of particular management techniques aimed at minimising the possibility
of the loss of invested capital is required; in these cases it must be stressed that
protection does not represent the guarantee of conservation of capital or of a minimum
return.

7. The provisions in Article 7 and paragraphs (1) to (6) of this Article shall also be
applicable to the internal funds regulations concerning individual irsuranee-pension
plans; mentioned in Article 13(2)(b) of Leqislative Decree No 252 of 5 December 2005,
laying down rules on supplementary pension schemes. However, this application is
subject to the specific regulations governing supplementary pension schemes.

Art. 9
(Method and frequency of calculation of the unit value)

1. The valuation of the unit takes place at least-everrweek:

a. fortnightly for funds linked to non-pension benefits-and-every-meoenth;
b. monthly for funds linked to pension benefits;

c. monthly for the funds referred to in Article 31-bis.

2. The value of each individual unit is equal to the total net value of the fund or sub-fund,
divided by the number of units outstanding, both as of the valuation day. The total net
value of the fund or sub-fund shall be determined on the basis of the market values of
the assets, net of liabilities, referring to the same or the first preceding valuation day.

23. Calculation of the value of the units may be suspended for exceptional, unforeseeable
and purely temporary events that do not allow for such tasks to be carried out, including
the closure of a market whose guotations are taken as a reference for the valuation of a
substantial part of the fund’s values.

4. In the event of an error in the calculation of the unit value, the undertaking shall
promptly implement the necessary corrective actions, including the re-publication of the
corrected value in accordance with the implementing provisions issued by IVASS
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pursuant to Article 185 of the Code. Specific evidence of the correction is given in the
areas of the website where the unit values are published.

5. The reqgulation may stipulate that, if the value of the unit is incorrect by an amount that
does not exceed 0.1% of the corrected value (referred to as “error immateriality
threshold”), the corrective actions mentioned in paragraph 4 are not required once the
corrected value of the unit has been recalculated.

6. The regulation shall specify the valuation-days-ef-the-unit-and-the-sources-from-which
the-value-can-be-determinedrules for implementing the provisions of paragraph 1, 2,

3,4 and 5.

Art. 10
(Costs)

1. The regulation shall indicate the direct and indirect costs that the internal fund or
individual sub-fund must bear, with the indication of the reference parameters for
calculating these costs, ensuring that they can be verified. These costs must fall into
the following types:

a) managementfees charged by the undertaking:, calculated by reference to the total
net value of the internal fund or individual sub-fund;

b) fees for investment performance guarantee—appled-by-the—undertaking, when
applicable;
c) overperformance-feesapplied-by-the-undertaking;over-performance fees referred

to in Article 11, where applicable;

d) charges relating to the acquisition and disposal of the fund’'s assets for
transactions actually carried out, legal and court costs incurred exclusively in the
interest of the fund, relevant tax charges_and other charges provided that they
relate to the fund’s management activities;

e) administration and custody costs of the fund’s assets, as well as those incurred
for the work of the auditors in connection with their opinion on the fund’s accounts;

f) management fees levied by asset-management-companiesUCl managers when
the internal fund or sub-fund provides for the purchase of units in an UCI, with the
indication of the maximum cost. Any sums retroceded to the undertaking by the

asset-managementcompanyUCI| managers are recognised in the fund’s assets.

2. The methedsdetermination of determining-the costs referred to in paragraph 1 applied
bythodndoaking-shall-:
a) be clearly |nd|cated and sha#t&k&mteaeeemﬁh&pre\mqseﬁmneles%&deaes

policyholder.. In any case, only e*pensescosts that are strlctlyatmbu{ablre—te—the
fund—or—stricthy—functional to the fund's—activitesmanagement of the fund, or

provided for by legislative or regulatory provisions, are chargeable to the fund-;
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b) 3-Ferthepurposesofparagraph2-the-include the specification of predetermined

and verifiable objective methodologies and parameters in cases of costs whose

quantlflcatlon is by calculatlon

b}c)lnclude the manner in WhICh costs are
charged to the fund-ira-gradualmanner, consistent with the periodicity of the unit
calculation ef-the-unit-and without making-a—reduction-nreducing the number of
units allocated.

. 4-In the event that the assets of the internal fund contain significant units of UCls, the
management fee may be charged provided that an effective management service is
systematically and adequately provided by the undertaking. Management fees do not
include any remuneration for the activity of investing in UCIs when the investment
policy provides, with respect to that activity, for a passive strategy based on replicating
the performance of predetermined UCIs by investing in them.

. In the case of investments in linked UCIs, management fees are only justified where

an_effective additional service is provided by the undertaking over and above that
provided by the manager of the linked UCIs and where adequate safeguards are in
place to mitigate and prevent potential conflicts of interest. In any event, the internal
fund shall not be charged with the costs of entrusting management to licensed
intermediaries, nor with the costs of any kind for the subscription and redemption of
units of linked UCIs.

. In the case of internal funds divided into sub-funds, or with several unit classes,
different fees may be charged per sub-fund or unit class on the basis of parameters
objectively identified in the requlation.

. The internal fund regulation shall specify the activities carried out that justify the
management fees.

. 4- With regard to the costs attributable to the internal fund, no cost items other than

those |nd|cated in thls Artlcle shaII be charged —Iﬂ—p&rﬂeuJar—the—m%emal—tund—shaH—net

Art. 11
(Over-performance fees)
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Over-performance fees shall be calculated and applied in accordance with the
European guidelines on performance fees in UCI and the corresponding implementing
provisions set by the Bank of Italy.

Art. 12
(Amendments to the regulation)

. The regulation shall indicate the possibility of amending it in the following ways:

——amending-it-as a result of its adaptation to primary and secondary legislation;
a) making-changes, stating that if this results in the-faceless favourable treatment for
the policyholder, the latter may exercise the right of ehangedsurrender without

penalty;
ajb)in the event of a change in the management criteria fer-justified by any of the

reasons specified in the regulation, excluding-ehangesprovided that areit does not
result in less favourable treatment for the policyholder or the person entitled to
insurance benefits.

. The requlation shall also state that the managers of UCIs may revise the maximum

cost, as outlined in Article 10(2)(f), if there is a significant change in economic market

conditions, subject—to—prior—notification—to—the—policyholder—and—granting the
latterpolicyholder the right of surrender without penalty.

3. The changes referred to in paragraphparagraphs 1 and 2 shall be communicated to

the-polieyheolderinadvaneepolicyholders with sufficient notice.

Art. 13
(Relations with the distribution network)

. The undertaking shall provide instructions to the distribution network for the timely

transmission of documentation relating to subscription, redemption and switching
operations between internal funds or sub-funds, as well as for the exercise of any other
contractual options and the remittance of premiums.

2. Requests for redemption of units or switching between internal funds or sub-funds

submitted to the distribution network shall be transmitted to the companies within a
maximum of three working days- from the date of receipt.

Art. 14
(Mandatory documents of the internal fund)

. For each of the internal insurance funds, the undertaking shall:

a) keep an internal fund’s ledger, which may also be formed using computerised
media and which must comply with the provisions implementing Article 101 of the
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Code laid down by IVASS and the other regulations in force; this ledger shall record
chronologically, and separately for each sub-fund, if any, the transactions relating
to the financial and administrative management of the fund, with the entries being
updated in line with the periodicity of the valuation of the units;

b) draw up a statement indicating the value of each unit into which the internal fund,
or sub-fund, is divided, understood as the result of the ratio between the total net
value of the fund, or sub-fund, and the number of units outstanding at the time of
valuation; this statement shall be drawn up in line with the periodicity of the valuation
of the units;

c) prepare the annual report on the management of the internal fund, or sub-fund,
comprising the statements drawn up in accordance with the format set out in
Annexes 1 and 2 with reference to the closing date of the financial year. This report
shall be drawn up, dated and signed by the legal representative of the undertaking
within 60 days of the end of the annual financial year and shall be kept by the
company.

. The undertaking shall also keep the ledger referred to in a) above also in respect of
products with benefits linked to the value of units in an YCIUCITS, recording the
transactions in the units as well as the number of units outstanding on the valuation
date.

. The report on the management of the internal fund, or sub-fund, is examined by an
auditing company registered in the proper register as required under the current
legislation. _The auditing company shall issue a distinct report containing its opinion
on the compliance of asset management with the investment criteria specified in the
regulation, the matching of information in the report with accounting records, the
correct valuation of the fund’s assets, and the precise determination and valuation of
the fund’s units at the end of each financial year.

. The undertaking shall periodically publish the same report, accompanied by the
opinion expressed by the auditing company, in accordance with the provisions
implementing Article 185 of the Code laid down by IVASS. This document is submitted
by the undertaking at the request of the policyholder.

CHAPTER Il

Assets of internal funds envisaged in article 41 (5) of the Code

Art. 15
(Investments of internal funds)

internal funds shall be invested in assets:
a) indicated in this Chapter; and in compliance with the limits provided for in Chapter

IV and, where the specific conditions are met, in Chapter IV-bis:
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b) consistent with the investment pehieypolicies set out in the fund regulation;

c) the risks of which are adequately controlled within the risk management system;

d) thatareliguidso-as-nettothe overall composition and relative degree of liquidity
of which are such that they do not compromise the undertaking’s obligation to pay
the insured benefits in accordance with the procedures and times provided for in
the insurance terms and conditions.

2. When assessing the characteristics of the assets of internal funds, the undertaking
shall take into account, where relevant, the instructions contained in Title VV, Chapter
lIl, Section 11, of the Bank of Italy’s Regulation on collective asset management.

3. Without prejudice to the need to ensure adequate risk spreading, the internal fund
may, for a maximum period of six months from the date of commencement of
operations, derogate from the investment limits laid down in this Chapter, as well as
in Chapters IV and IV-bis.

Art. 16
(Listed financial instruments)

1. Listed financial instruments referred to in Annex_l, Section C, (1) and (2) of the TUF
are admitted to the company’s internal fund when the following conditions are met:

a) a reliable valuation is available, which presupposes the existence of accurate,
reliable and regular prices that are market prices or, alternatively, prices
expressed by professional valuation systems that are independent of the issuers;

b) appropriate information is available to ensure regular, complete and accurate
reporting on the instrument or, where relevant, on the instrument’s reference
portfolio;

c) they are actually-negotiable—;

A-FHGlQS%l—%@t—&FPd%S—G#DOtenth Ioss that the Gedefund may incur in connectlon

with the holding of such instruments is limited to the amount paid for them.

2. The undertaking shall identify-the-processforassessingassess the degree of liquidity

of the individual instruments, taking into account relevant factors such as:

a) volumes, frequency and amount of trade;

b) the objectivity of the prices and their actual realisability on the market;

c) the development, within a reasonable period of time, of the purchase and selling
prices and their comparability;

d) the dissemination of prices through reliable and verifiable information sources.

3. The company may treat listed financial instruments as liquid unless information is
available that would lead to a different assessment.
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Art. 17
(Unlisted money-market instruments)

1. Unlisted money market instruments referred to in Annex |, Section C (2) of the TUF
are admitted to the internal fund; when they are:

a) issued or guaranteed by a central, regional or local government or a central bank
of an EU Member State, the European Central Bank, the EU or the European
Investment Bank, a Group of 10 (G-10) country or an investment grade country or
a public international body to which one or more EU Member States belong;

a)b) issued by an undertaking whose securities are listed;

b)c) issued or guaranteed by an institution that is subject to prudential
supervision by a State of the European Economic Area or a country of the “Group
of 10” (G-10) or rated investment grade by at least one rating agency or subject
to appllcable prudential rules equwalent to those establlshed for domestic entltles

2. The instruments referred to in paragraph 1 shall fulfil the following further conditions:
a) the value of the instrument can be determined through reliable and accurate
valuation systems that:

1. make it possible to determine the value at which the instrument can be
exchanged between knowledgeable parties willing to enter into an arm’s
length transaction;

2. are based on market data or valuation models;

b) appropriate information is available, including that necessary to assess the credit
risk arising from the investment in the money market instrument.

Smpandés—ef—the—eede—theThe undertaklng shaII Mennﬁy—the—areeess—tw

assessingassess the degree of liquidity of the-individual money market instruments;

taking into account relevant factors such as:

a. the frequency of exchanges;

b. the number of participants interested in buying and selling the financial instrument,
as well as the characteristics of the platforms where the trading occurs;

c. the size of the issue or issuance programme;

d. the possibility of redeeming or selling the instrument at short notice and at limited
cost.

Art. 18
(Listed derivative financial instruments)

1. Listed derivative financial instruments that are associated with the assets in which
the internal fund can be invested, financial indices, interest rates, foreign exchange
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rates or currencies and meet the requirements applicable to listed financial
instruments as defined in Article 16, will be allowed to be included in the internal
fund.

2. Listed derivative financial instruments referred to in Annex |, Section C(8) of the
Consolidated Law on Finance; - shall
also be admitted to the internal fund when they:

a) allow the transfer to third parties or the assumption of the credit risk associated
with assets in which the internal fund may invest;

b) do not result in the delivery or transfer, including in the form of cash, of assets
other than those in which the internal fund may be invested.

3. The financial instruments referred to in paragraph 2 shall also comply with the
conditions laid down in Article 16 for listed financial instruments.

This is without prejudice to4. For the provisions implementing Articles 37-ter and
38purposes of th&@ede—d%tated—@#ﬁ%%#he—undeﬁakmgthls Artlcle flnanC|aI |nd|ces

shall at-any
etewa%we—een#aets—te#eaeh—m{emauund—fulfll the crlterla laid down in Artlcle 35.

Art. 19
(Unlisted derivative financial instruments)

1. Derivative financial instruments referred to in Article 18(1) and (2) that are not listed
(“OTC derivatives”) shall be admitted provided that:

a) the counterparties to such contracts are intermediaries of high standing subject
to prudential supervision by an EU Member State or a “Group of 10” (G-10)
country;

b) they are subject to reliable and verifiable valuations on a daily basis. _A
valuation is such when it meets the following conditions:

1. the basis for the valuation of the instrument is an up-to-date and trustworthy
market value or, if such a value is not available, it is established by a
calculation mechanism employing a methodology accepted by the financial
community as appropriate;

2. the valuation is verified by a third party that is independent from the
counterparty of the OTC derivative. This verification is done at a suitable
frequency and in a manner that allows the undertaking to confirm it.
Alternatively, the undertaking may carry out the verification using an

internal unit,—eensistenﬁy—rdemmed—wm_the—ﬁslemanagemem—system

p#ewsrens—esued—by—NASS that is mdependent from the mvestment

management structure;
c) they may be sold, liquidated or closed by an offsetting transaction at any time
at their current value at the undertaking'’s initiative.
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1.

2.

Art. 20
(Unlisted financial instruments)

FinanetalUnlisted financial instruments referred to in Annex |, Section C(1)-and-{)(2)
of the Consolidated Law on Finance, other than those referred to in Article 16, are
admitted, within the limits set forth in Article 29(1), provided that they meet the
following conditions:

a) they are neqotiable and the potential loss which the fund may incur in
connection with the holding of such instruments is limited to the amount paid
for them, with the exception of the financial derivative instruments referred to
in Articles 18 and 19;

b) a reliable valuation can be obtained by a regular valuation process that relies
on information provided by the issuer of the financial instrument or through
professional investment analysis;

c) appropriate information is available to ensure regular and accurate reporting
to the undertaking on the instrument or, where relevant, on the instrument’s
reference portfolio.

assessingThe undertaking shall assess the degree of liquidity of the financial
instruments referred to in paragraph 1, taking into account relevant factors such as:
a) volumes, frequency and amount of trade;
b) the objectivity of the prices and their actual realisability on the market;
c) the development, within a reasonable period of time, of the purchase and
selling prices and their comparability;
d) the dissemination of prices through reliable and verifiable information sources.

Art. 21
(Investments in AlFs and UCITS)

Investments of the internal fund in units of UCITS are permitted.

The fund may be invested in non-reserved open-ended AlFs provided that:

a) the assets of the AIF are exclusively invested in the assets referred to in
paragraph 1, Section Il, Title VV, Chapter 3 of the Regulation on collective asset
management;

b) #the AIF provides for subscription and redemption procedures consistent with
those of UCITS;
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c) the relevant rules ensure a level of investor protection similar to that
guaranteed by UCITS, with specific regard to the provisions on the deposit of
fund assets, general prohibitions and debt limits.

3. The fund may be invested in units of closed-ended AlFs. In particular, if the
unitsclosed AlFs are:
a) listed: the provisions of Article 16 shall apply;
b) unlisted: the provisions of Article 20 shall apply.

Art. 22
(Other admitted assets)

1. Investments of the internal fund in financial instruments linked to the performance
of assets, which may differ from those provided for in this Chapter, shall be
permitted if they comply with the conditions laid down in Article 16.

2. Investments of the internal fund in deposits with banks established in a Member
State of the European Union or belonging to the “Group of Ten” (G-10) are
permitted, provided that:

a) they do not have a maturity of more than 12 months;
b) they are repayable on demand or subject to a notice period of less than 15
days.

CHAPTER IV
Limits to investment management and risk concentration _for contracts referred
to in Article 41(5) of the Code

Art. 23
(General limits)

1. The following are not permitted in the management of internal funds:
a)—short selling financial instruments:
b)a) , except as provided for in Article 31;

purchasing geeds; metals and precious stones or certificates representing
them;
€)b) investing resources in financial instruments representing geeds;-metals and

c) borrowing, with the exception of loans referred to in paragraph 3.
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Furthermore, the undertaking may not link the benefits of unit-linked contracts, for
which an internal fund has been set up, to index-linked UCIs in a manner which
does not comply with the conditions and requirements established for index-linked
contracts.

3. In the course of its management activities, the undertaking may borrow funds up to

a maximum limit of 10% of the total net value of the fund for the purpose of meeting
temporary mismatches in treasury management in connection with any investment
or disinvestment needs of the fund’s assets. The duration of the borrowings must
be related to the purpose thereof and in any case may not exceed six months. For
the calculation of 10%, foreign currency loans with a corresponding amount of
domestic_currency deposited with the lender (back-to-back loans) shall not be
counted.

Art. 24
(Limits to investments in financial instruments of the same issuer)

No more than 5% of the total assets of the internal fund may be invested in the
financial instruments of the same issuer referred to in Articles 16, 17, 19, 20(1);

22(1) and {322(1).

The limit referred to in paragraph 1 shall be raised:

a) to 10%, provided that the financial instruments referred to in Articles 16 and 17
are involved and the total of the financial instruments of issuers in which the
fund invests more than 5% of its total assets does not exceed 40% of its total
assets. Investments exceeding 5% referred to in b) and c¢) below are not taken
into account;

b) to 25%, provided they are guaranteed bank bonds issued by credit institutions
with head office in an EU Member State;

c) to 35%, when the financial instruments are issued or guaranteed by an EU
State, its local authorities, an OECD Member State or public international
bodies to which one or more EU Member States belong;

d) to 100%, in the case of financial instruments referred to in c) above, provided
that:

1. the internal fund holds financial instruments from at least six different
issues;

2. the value of each issue does not exceed 30% of the total assets;

3. such an investment option is provided for in the regulation of the internal
fund.

Art. 25
(Limits to investments in bank deposits)

1. No more than 20% of the total assets of an internal fund may be invested in
deposits with a single bank.
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If the assets of the fund are invested in deposits in banks of the group to which
the undertaking belongs, the conditions applied to the fund must be at least
equivalent to those that the bank offers to its leading customers.

Art. 26
(Limits to investments in OTC financial derivatives)

. The internal fund may not obtain, through investment in OTC derivative financial
instruments, a higher total exposure to the same counterparty exceeding:

a) 10% of the total assets of the internal fund if the counterparty is a bank;

b) 5% of the total assets of the internal fund in the other cases.

Art. 27
(Overall investment limits)

. Without prejudice to the investment limits established in Articles 23, 24, 25, and

26, the overall exposure of an internal fund to a single issuer or to entities

belonging to the same group, in cases where there is a control relationship as

defined by the Code, arising from:

a) investments in financial instruments indicated in Articles 16, 17, 19, 20(1) and
22(1) and{3}issued by them;

b) bank deposits made with them;

c) exposures obtained through OTC derivative financial instruments;

may not exceed 20% of the total assets of the internal fund.

. Through investment in the financial instruments referred to in Article 24(2)(b)(c)
and (d), the overall investment limit laid down in paragraph 1 may be exceeded
and increased to 25%, 35% and 100% of the assets of the internal fund
respectively.

. Assets contained in closed-ended funds, hybrid instruments, structured financial
instruments or any other assets authorised by IVASS are counted together with
monetary or financial instruments for the purpose of determining the limit per
issuer.

Art. 28
(Investments in units of open-ended UCIs)
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The internal fund may not be invested in units of other listed or unlisted UCITS or
non-reserved open-ended AlFs, more than 10% of whose assets are invested in
units of other UCls.

The internal fund may not be invested in units of the same UCITS for an amount
exceeding 2025% of the total assets.

The internal fund may not be invested in units of the same non-reserved open-
ended AIF for an amount exceeding 10% of the total assets.

Investments in units of non-reserved open-ended AIFs do not exceed a total of
30% of the total assets of the internal fund.

Art. 29
(Limits to investments in unlisted financial instruments)

1. The internal fund may be invested in the unlisted financial instruments indicated in
Articles 20, 21 (3) and 22 (1) and (3) up to a limit of 10% of the total assets.

1.

The limit referred to in paragraph 1 shall be raised to 30% for internal funds linked
to policies for pension purposes—vestment—in—ihguid—assets—_and shall be
adeguately—justified in the regulation of the internal fund in_ relation to the
characteristics of the policy linked to the internal fund and-te the investment policy
to be adopted.

Art. 30
(Assets underlying derivative financial instruments)

In the calculation of investment limits:

a)

b)

c)

transactions in interest rate and currency derivatives are not reflected in the
position of securities for each issuer;

derivative instruments involving securities of individual issuers are treated as
forward transactions on the underlying securities and, therefore, result in either
an increase or decrease in the position taken by the fund on those securities;
in the case of derivative instruments relating to financial indices, in which there
is a significant presence of certain securities, the undertaking verifies that the
overall position relating to the individual issuers of these securities (also taking
into account the other financial instruments of the issuer held by the fund) is
consistent with the limits indicated in Article 24. Such verification is carried out
for all the securities underlying the index if the latter does not have the
characteristics set out in paragraph 3.5 of Chapter 3, Section I, Title V of the
Regulation on collective asset management.
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Art. 31
(Overall exposure in derivatives)

1. The overall exposure in derivative financial instruments may not exceed the total
net value of the undertaking’s internal fund.

2. The provisions on derivative financial instruments shall also apply when they are
part of structured financial instruments.

3. Notwithstanding the provisions of paragraph 1, undertakings may take short
positions in_derivative financial instruments taking into _account the provisions
contained in Title V, Chapter lll, Section Il, of the Regulation on collective asset
management issued by the Bank of Italy. Notwithstanding the provisions of the latter
Regulation, the value of short positions in cash-settled derivative financial
instruments is calculated on the basis of the same methodology used to calculate
the overall exposure.

CHAPTER IV-bis

Art. 31-bis
(Specific investment limits)

a. 1. Theinternal fund may be invested in: financial instruments, as referred to in
Articles 20, 21 (3) and 22 (1) and (3), unlisted for an amount of up to 40% of
the total assets;

b. units of the same non-reserved open-ended AIF for an amount not exceeding
30% of the total assets;

c. _units of non-reserved AlFs for a value not exceeding in aggregate 50% of the
total assets.

2. The internal fund mentioned in paragraph 1 is associated with linked contracts, where
the risk is borne by the policyholder natural person, and where these contracts possess
all the following characteristics:

a) payment of a non-fractional initial premium of not less than €500,000;

b) minimum investment horizon consistent with the degree of illiquidity of assets;

c) eligibility for distribution to policyholders who are natural persons with proven
experience, also taking into account the number, type and amounts of financial
investment transactions carried out in the last 5 years, high financial knowledge
and skills necessary to fully understand the illiguid nature and risks of the
investments underlying the policy entered into.
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Art. 31-ter
(Safequards for business risk management)

Without prejudice to Article 15, the undertaking shall put in place appropriate

arrangements to identify, assess, manage and monitor the risks associated with the
financial instruments in which the internal fund is invested.

For the purposes referred to in paragraph 1, the undertaking shall at least:

a) examine the current and prospective consistency between the cash flows of the
assets of the internal fund and those of the liabilities generated by the policies
linked to it, taking into account, in_particular, surrender and other options
exercisable at the policyholder’s discretion, both under “normal” and “critical”
market conditions;

b) monitor the liquidity of the financial instruments in which the internal fund is
invested, also considering “worst-case scenarios” to ensure that, should they
occur, the disposal of the financial instruments makes it possible to ensure the
payment of the benefits due within the contractual timeframe;

c) identify actions that may be necessary in exceptional market situations to ensure
that commitments to policyholders can be met and to manage reputational risk.
To this end, the undertaking shall reqularly perform stress tests and prepare
effective contingency plans, consistent with the provisions of Article 30 of the
Code and the relevant IVASS implementing provisions.

Without prejudice to Article 20, the internal fund shall not be invested in financial

instruments for which the valuation is determined by techniques based on
unobservable market data.

CHAPTER V
Unit linked contracts pelicies-with benefits linked to the value of units in an
UCITS pursuant to Article 41(5) of the Code

Art. 32
{Pelietes(Contracts with benefits directly linked to units in an UCITS)

1. The assets of unit-linked policies linked to one or more UCITS have the
characteristics set forth in the provisions of the Regulation on collective asset
management, Title V, Chapter Ill, Sections | and Il, in accordance with the
provisions of Article 3:41(5) of the Code and Legislative Decree No. 47 of 16
April 2012.
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2. UCITS units are held by the undertaking.

3. In the event that benefits are linked to more than one UCITS, the insurance
terms and conditions shall clearly define:

a) the pre-defined or variable composition of the UCITS basket, and the method
of determining its value, which constitutes the benchmark for the insurance
benefit;

b) the type of risk that can be assumed in the basket, the disclosure required to
identify the reference values and the methods for periodically reporting the
value reached by the basket, consistent with the provisions of Article 185 of
the Code and the relevant implementing provisions adopted by IVASS.

4. The undertaking shall disclose in the insurance terms and conditions anywhat
constraints, if any, are placed on the selection of investments on the basis of
ethical or sustainable finance criteria, consistent with the provisiens
efinformation made pursuant to Regulation (EU) 2019/2088 of the European
Parliament and of the Council of 27 November 2019 on sustainability- related
disclosures in the financial services and investment policy.

5. The undertaking shall keep the book referred to in Article 14(1), also in respect
of products with benefits linked to the value of units in an UCITS, recording the
transactions in the units as well as the number of units outstanding on the
valuation date.

Art. 33
(Management fees)

With-respectto-the peliciesreferredtoin-Article-321. Management fees do not include

any remuneration for the activity of investing in UCIs where, with respect to that
activity, the insurance terms and conditions provide for a passive strategy based
on replicating the performance of predetermined UCIs by investing in them.

2. Consistent with the provisions of paragraph 1, the application of a management
fee is permitted only if the undertaking provides an effective management service
based on an investment strategy, consistent with pre-defined risk-return
objectives identified in the insurance terms and conditions. The insurance terms
and conditions specify the activities performed that justify the management fee.

3. The management service underreferred to in paragraph 4-which-ineludes? shall:

i) include at least the activity of safeguarding and monitoring activities,—shallthe
risk-return objectives, achieved through the investment strateqy implemented by
the undertaking;

ii) be described in the iasuranee-terms and conditions of insurance in accordance
with predetermined and verifiable objective methodologies and parameters—Fhis
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service—shall, consistent with the rules applicable to insurance undertakings
regarding the containment of the costs to be borne by the policyholder and the
realisation of return expectations of the insurance product;

ii) be performed in the best interest of the policyholder, insured or person entitled
to insurance benefits.

The management fee is charged by reducing the number of units relating to each
contract. ' i

is-deductedfrom-t- Any sums retroceded to the eempanyundertaking by the Asset
Management—Company—(AMC)—shall-beUCI managers are credited to the
policyholders, insured persons or those entitled to insurance benefits. parties.

3-4. Consistent with the provisions of Article 10(2), the undertaking shall in any
event endeavour to limit the costs borne by the policyholder and shall charge a
commission that is appropriate to the costs actually incurred and such that the
return expectations of the insurance-based investment product are not
compromised.

In the case of investment in linked UCIs, the fee may be charged where the

conditions set out in paragraphs 1, 2, 3 and 4 are met and the undertaking adopts
adequate safeqguards for the mitigation/prevention of the potential conflict of
interest.

CHAPTER VI - Segregation of assets

Art. 34
(Segregation of assets attributable to individual internal funds or external
UCEIUCITS)

If the undertaking holds one or more internal funds, or units of external YUSIUCITS,
the assets attributable to each of them shall constitute segregate assets for
accounting purposes and for the purposes of their inclusion in the register of assets
covering technical provisions, in accordance with the provisions of Article 3842 of
the Code and the relevant implementing provisions set forth by IVASS.

The company’s benefits, in relation to the contracts pertaining to the individual fund
or YCGIUCITS, are provided out of the assets pertaining to the fund or YUGIUCITS;
other assets may only be used in exceptional cases. This includes cases where, in
respect of death benefits or other ancillary guarantees, the undertaking does not
hold sufficient uritsassets to pay the total benefit due under the terms of the
contract.

Part HIII

dexProvisions relating to index-linked peteiescontracts
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CHAPTER | - Eligible indices and indexation mechanism

Art. 35
(Financial indices and other reference values)

. The indices to which benefits or surrender values may be linked in case of index
linked contracts may only include:

a)
b)

share indices and other financial indices;
inflation indices.

. The indices referred to under paragraph 1, a) shall satisfy all the following
conditions:

a)
b)
c)
d)

e)

f)
9)

if equity-based, they are built on listed shares that meet the conditions laid
down in Article 16;

they are adequately diversified;

they represent an appropriate benchmark for the market to which they refer;
they are rebalanced at a frequency that allows companies to replicate them;
if rebalanced daily they do not fulfil this condition;

the methodologies for the selection and rebalancing of the single components
are based on predetermined rules and objective criteria; these methodologies
do not allow retroactive changes of already published index values;

the index provider does not accept payments from potential components of
the index in order to obtain their inclusion;

they are adequately publicised.

. For the purposes of paragraph 2, b), an index is considered to be adequately
diversified if the following conditions are met:

a)

b)

the index is composed in such a way that price fluctuations or transactions
affecting one component of the index do not influence the performance of the
whole index beyond the relevant diversification limits set out in b) below;
each component does not weigh more than 20%; if the index refers to
regulated markets where financial instruments of individual issuers
predominate, this limit is raised to 35%.

. For the purposes of paragraph (2)(c), an index is an adequate parameter if the
following conditions are met:

a)

b)

the index has a clear objective, is widely used, is managed and calculated by
third parties of high standing with respect to the company and the issuers of
the financial instruments on which they are built, and is constructed according
to methodologies that do not normally exclude relevant issuers of the
reference market;

the index measures the performance of a representative group of underlying
assets in a relevant and appropriate manner; the possible components of the
index and the criteria by which they are selected are clear;

the index is reviewed or rebalanced periodically to ensure that it continues to
reflect the markets to which it refers, based on criteria that are publicly
available;
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d) the underlying assets are sufficiently liquid, so that the index can be
replicated,;

e) if liquidity management is part of the index strategies, this does not affect the
objectivity of the index calculation methodology;

f) the index has not been created and calculated at the request of a small
number of market participants, based on their specifications.

For the purposes of paragraph (2)(g), an index is adequately disclosed if it meets

the following criteria:

a) publication is based on effective and controlled procedures for collecting
prices and for calculating and subsequently publishing the value of the index,
including pricing methods in the case of components for which market prices
are not available;

b) the calculation methodologies for index replication are made available to
policyholders and those entitled to insurance benefits.

With reference to paragraph 5(b), detailed information is provided about the index
components and their weights, calculation methodologies (including leverage, if
any) and control procedures, rebalancing methodologies, changes in the index or
any operational difficulties in providing timely and accurate information.
Moreover, largely used -calculation methodologies do not omit important
parameters or elements, knowledge of which is necessary to obtain replication of
indices.

The information referred to in paragraph 6, including the performance of the index,
shall be easily accessible to policyholders and those entitled to insurance benefits
at no cost, consistent with IVASS provisions implementing Article 185 of the
Code.

The weightings can be published retrospectively after each rebalancing. _This
information covers the time span since the last rebalancing and includes all index
levels.

. The inflation indices referred to under paragraph 1, b) shall satisfy all the following

conditions:

. they are commonly used by the financial community;

they are periodically calculated by national and supra-national public statistical
bodies;

the peliey-coenditionscontract terms clearly define the structure of the index;

the relevant technical provisions are covered by assets having an indexation,
duration, financial flows, liquidity and characteristics in line with the
corresponding contract commitments. The provisions on the credit assessment
of the issuer envisaged in article 37 shall apply to these assets.

Benefits and surrender values are in no way linked - either directly or indirectly - to
indices or other reference values relating to goods, precious metals and stones,
hedge funds, climate variables, securitisation operations, including synthetic
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—theThe undertaking shall identify-the-processfor
assessingassess the characteristics specified in paragraphs 2 to 10.

Art. 36
(Indexation arrangements)

The arrangements for linking product to the share indexes and the other reference
values referred to in article 35 are simple and easily understandable for
policyholders.

The risk profile accepted by means of an indexation mechanism is replicable by the
undertaking through a financial management using exclusively long positions in
investments other than derivatives.

Under no circumstances does the indexation arrangement involve a risk for
policyholders higher than the risk that could be assumed by the undertaking
according to the provisions regulating the representation of technical provisions.

Indexation arrangements shall contain a reference to the replacement of reference
indices, consistent with the provisions of Regulation (EU) 2016/1011.

CHAPTER Il
Safety and marketability of assets covering technical provisions

Art. 37
(Assets representing technical provisions)

Assets covering technical provisions relating to index-linked contracts shall be
identified in accordance with the provisions implementing Articles 37-ter and 38 of
the Code dictated by IVASS. These assets are also represented as closely as
possible either by the units deemed to represent the share index or the other
reference value referred to under article 35, or by assets of appropriate security and
marketability which correspond as closely as possible with those on which the share
index or the other reference value is based.

If technical provisions are covered by the use of structured securities, all of the

following conditions must be satisfied:

a) they are issued or guaranteed by OECD States, by European Economic Area
States' local authorities or public entities or by international organizations of
which one or more of the above said States are members, or by subjects
residents in OECD States which shall be subject to prudential supervision on a
solo basis for stability purposes, in line with national regulations in force or with
the equivalent regulations of the foreign State;
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b) they are dealt in on deep and liquid regulated markets;
c) they do not contain subordination clauses that rank the asset after the claims of
other creditors.

3. Iftechnical provisions are covered by a combination of bonds and derivative financial
instruments:

a) the requirements, set out in paragraph 2, with the exception, with reference
to sub-paragraph a), of the prudential supervision of the issuing institution,
shall apply to the bond;

b) the provisions implementing Articles 37-ter and 38 of the Code shall apply to
derivative financial instruments.

4. The conditions referred in para. 1, 2 and 3 shall not apply in case the undertakings
carry on a direct replication policy of the commitments undertaken through the
acquisition of units representing the share indexes or the other reference values to
which benefits or surrender values of the contracts are linked.

5. The company shall disclose in the insurance terms and conditions any constraints
on the selection of investments on the basis of ethical or sustainable finance criteria,
consistent with the previsioas—efinformation made pursuant to Regulation (EU)
2019/2088 of the European Parliament and of the Council of 27 November 2019 on
sustainability- related disclosures in the financial services and investment policy.

Part IV
AddititonalTransitional and final provisions

Art. 38
(Transitional provisions)

1. The provisions of the Regulation shall apply to unit- and index-linked contracts
entered into after its effective date, regardless of the form taken by the insurance-based
investment product. _Undertakings shall ensure gradual adaptation to the provisions of the
Requlation no later than 12 months after its entry into force.

2. _Undertakings shall adapt the regulations of pre-existing internal funds-ia-tine-with, linked
to contracts concluded after the entry into force of the Regulation, to the provisions of Part

[I, Chapters I, II, lll_IV and IV-bis, within six—+nenths—ef-the—entry-intoforce—of-the
Regulation—-the time limit referred to in paragraph 1.

Art. 39
(Repeals)

1. The following are repealed as at the date this Regulation enters into force:
a) ISVAP Circular no. 474/2002-474/2002, which continues to apply only to the
contracts entered into before the entry into force of this Regulation;
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b) MASSISVAP Regulation no. 32 of 11 June 2009;, which continues to apply only
to the contracts entered into before the entry into force of this Requlation;

c) article 22 of MASSISVAP Regulation no. 24 of 6 June 2016;

d) article 6 of MASSISVAP Regulation no. 29 of 16 March 2009;

e) articles 22, 30, 34, 35 and 36 of ISVAP Circular no. 551 of 1 March 2005.

Art. 40
(Publication and entry into force)

1. The Regulation shall be published in the Official Journal of the Italian Republic, in

the Bulletin and on IVASS’ website and shall enter into force on the day after its
publication in the Italian Official Journal.
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