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Ata glance

US/EU bilateral agreement: impact on group
supervision

What’s new?

« In September 2017, the European Commission and the US Department of the Treasury and Office of the Trade
Representative signed a formal bilateral agreement on prudential measures regarding (re)insurance (the
‘Agreement’).

» The Agreement represents a major step forward in US/EU cooperation on (re)insurance. It holds benefits to EU
and US re(insurers) operating across the Atlantic, by offering them enhanced regulatory certainty, while
maintaining robust consumer protections.

« The key elements of the Agreement include the progressive elimination of collateral requirements common for EU
reinsurers active in the US and removal of duplication of group supervision requirements for international groups
headed in the US or EU.

« The Agreement will come into force five years after signing, except for the group supervision elements, which
apply provisionally from 7 November 2017. This paper addresses the group supervision elements only.

What does this mean?

« The Agreement provides that US insurers and reinsurers can operate in the EU without the US parent being
subject to the group level governance, solvency and capital, and reporting requirements of Solvency II.

+ The group ORSA or equivalent documentation should be shared with the various supervisors of the relevant
(re)insurers in the group.

« EU group supervision could still be required at the level of the ultimate EEA parent of groups with an ultimate
global parent in the US

What do firms need to do?

* Currently, the default position under PRA rules is to apply global Solvency II supervision at the level of the US
parent to groups headed in the US for which the PRA is the group supervisor. Groups in this situation should
discuss with PRA how to get this requirement disapplied as it is not consistent with the Agreement.

» Some groups headed in the US for which the PRA is the group supervisor will currently have a Solvency II rule
modification which disapplies full group supervision at the level of the US parent and applies ‘other methods’
instead. Such groups should consider if the ‘other methods’ being applied are consistent with the Agreement, and,
if they are not, discuss with PRA how to achieve consistency.

* Groups headed in the US that intend to expand into the UK should discuss the impact of the Agreement with the
PRA and the expectation of a formal waiver application.

Next steps Contacts Mike Vickery Kareline Daguer
Director Director
Firms should consider the T: +44 (0) 117 309 2403 T: +44 (0) 207 804 5390
impact of the Agreement E: mike.p.vickery@pwc.com E: kareline.daguer@pwc.com
on their circumstances
alllld star} a dlal(l)lgue with Andy Moore Jeanette Joubert
the regulator where Partner Senior Manager
appropriate.
T: +44 (0) 207 212 5403 T: +44 (0) 207 804 3529
E: andy.moore@pwc.com E: jeanette joubert@pwc.com
This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.
© 2018 PricewaterhouseCoopers LLP. All rights reserved. PwC refers to the UK member firm, and may sometimes refer to the

PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.

pwc 180103-141024-TN-OS


https://ec.europa.eu/info/business-economy-euro/banking-and-finance/international-relations/bilateral-relations_en#bilateral-relations-on-insurance
https://www.fca.org.uk/publication/market-studies/ms15-1-3-final-report.pdf
https://www.fca.org.uk/publication/market-studies/ms15-1-3-final-report.pdf

