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Draft amendments to $SS44/15 - Solvency
Il: third-country insurance and pure
reinsurance branches

In this appendix, new text is underlined and deleted text is struck through.

1 Introduction

1.1 This supervisory statement is addressed to third country insurance undertakings that have a UK
branch (third-_country branch undertakings). This includes third country insurance undertakings that
have a UK branch that solely carries out reinsurance activities (a third-.country pure reinsurance
branch). The statement replaces Supervisory Statement 10/15 ‘Solvency II: third-country branches’.!
It should be read alongside the Third Country Branches Part of the Prudential Regulation Authority
(PRA) Rulebook, any other rules in the PRA Rulebook that apply to third- country branch
undertakings, the reIevant European Ieglslatlon (as it forms part of retained EU law), the-European

2 , - remaining relevant
Guidelines on the supervision of branches of third-country insurance undertakings (herein referred
to as ‘the ElORA-Branch Guidelines’)!a (as set out in Appendix 1 of this SS){asattheendofthe
transitionperied?), and the relevant provisions of the Financial Services and Markets Act 2000
(FSMA). It sets out the PRA’s expectations of third- country branch undertakings.

1.2 This statement does not apply to Swiss General Insurers, as defined in the PRA Rulebook, to
which different requirements apply pursuant to the Swiss Treaty Agreement (No. 91/370/EEC).

1.3 [Deleted].
1.4 [Deleted].
1.5 [Deleted].
1.6 Firms should also refer to:

e Bank of England and PRA Statement of Policy ‘Interpretation of EU Guidelines and
Recommendations: Bank of England and PRA approach after the UK’s withdrawal from the EU’;3

1 Supervisory Statement 10/15 ‘Solvency II: third-country branches’, March 2015: https://www.bankofengland.co.uk/prudential-
regulation/publication/2015/solvency2-third-country-branches-ss.

1a  Guidelines on supervision of branches of third-country insurance undertakings: https://www.bankofengland.co.uk/-
/media/boe/files/paper/2020/december/gl-branches-third-country-insurance.pdf. These are derived from the EIOPA Guidelines as at

31 December 2020.

3 December 2020 SoP - Interpretatlon of EU Gurdellnes and Recommendatlons Bank of England and PRA approach after the UK’
withdrawal from the EU.



https://www.bankofengland.co.uk/prudential-
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/december/gl-branches-third-country-insurance.pdf
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/december/gl-branches-third-country-insurance.pdf
https://www.bankofengland.co.uk/paper/2019/interpretation-of-eu-guidelines-and-recommendations-boe-and-pra-approach-sop
https://www.bankofengland.co.uk/paper/2019/interpretation-of-eu-guidelines-and-recommendations-boe-and-pra-approach-sop
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e Supervisory Statement (SS) 1/19 ‘Non-binding materials: The PRA’s approach after the UK’s
withdrawal from the EU’;4 and

e Supervisory Statement (SS) 2/19 ‘PRA approach to interpreting reporting and disclosure
requirements and regulatory transactions forms after EU withdrawal’;:5

e Statement of Policy ‘Solvency Il regulatory reporting waivers’:5a and

Supervisory Statement (SS) 40/15 ‘Solvency II: reporting and disclosure’.5b

Any reference to any provision of direct EU legislation is a reference to it as it forms part of retained
EU law.

2 Compliance with the Branch Guidelines

2.1 The PRA expects third- country branch undertakmgs to comply with the Ef@RA-Branch
Guidelines 6{asatthe

2.2 The PRA also expects third-country undertakings that have a third- country pure reinsurance

branch to comply with the E}QRA-Branch GU|deI|nes-€as—at—tuhe—enel—ef—the—tFaﬂsm<a#peH9d-) that are

relevant to them-

transitionperiod)-Availability of assets and winding up

3.1 [Deleted].

4.1A.

4 December 2020: $51/19 — Non-binding PRA materials: The PRA’s approach after the UK’s withdrawal from the EU.

5  December 2020: $S2/19 — PRA approach to interpreting reporting and disclosure requirements and regulatory transactions forms
after the UK’s withdrawal from the EU.

58 soP —Solvency Il regulatory reporting waivers: https://www.bankofengland.co.uk/-/media/boe/files/prudential-
regulation/consultation-paper/2023/june/cp1223app21.pdf.

5b  july 2016, SS40/15: https://www.bankofengland.co.uk/prudential-regulation/publication/2015/solvency2-reporting-and-public-
disclosure-options-provided-to-supervisory-authorities-ss

6 EtoPA-December 2020: Guidelines on supervision of branches of third-country insurance undertakings:

https //www bankofengland co. uk/ /med|a/boe/f|Ies/paper/2020/december/gl branches thlrd countrv insurance.pdf.



https://www.bankofengland.co.uk/prudential-regulation/publication/2019/non-binding-pra-materials-the-pras-approach-after-the-uks-withdrawal-from-the-eu-ss
https://www.bankofengland.co.uk/prudential-regulation/publication/2019/pra-approach-to-interpreting-reporting-and-disclosure-reqs-and-reg-trans-forms-ss
https://www.bankofengland.co.uk/prudential-regulation/publication/2019/pra-approach-to-interpreting-reporting-and-disclosure-reqs-and-reg-trans-forms-ss
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2023/june/cp1223app21.pdf
https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2023/june/cp1223app21.pdf
https://www.bankofengland.co.uk/prudential-regulation/publication/2015/solvency2-reporting-and-public-disclosure-options-provided-to-supervisory-authorities-ss
https://www.bankofengland.co.uk/prudential-regulation/publication/2015/solvency2-reporting-and-public-disclosure-options-provided-to-supervisory-authorities-ss
https://www.bankofengland.co.uk/-/media/boe/files/paper/2020/december/gl-branches-third-country-insurance.pdf
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3.3 The PRA expects considerable importance to be attached to calculating branch ewn-funds assets
so as to ensure that only those assets that are available to pay the claims of branch policyholders in
the event of a winding up event are included in the calculation of branch assets. Assets will be
deemed to be available, where either all of the undertaking’s assets would be available to pay
policyholders in priority to other creditors irrespective of the location of the claim,%a-efthe
pelieyhelders, or where those assets are exclusively available to pay the claims of branch
policyholders (Branch Guidelines 6 and 25).

3.4 In accordance with Article 50 of Chapter 2A of the Reporting Part of the PRA Rulebook, third
country branch undertakings are required to submit to the PRA expeets-to-receive-an analysis from
the third-country undertaking of the applicable winding up regime_of the home jurisdiction,
analysing the priority given to policyholders of the branch compared to other policyholders of the
third country undertaking and how the assets of the third- country undertaking would be distributed

to these-branch policyholders. Fhe-PRA-may-have-aceess-to-analysesthathavealready-been

3.4A As part of the analysis referred to in paragraph 3.4, the PRA expects third country branch

undertakings to provide a numerical illustration of how the available assets would be distributed in a
winding up of the undertaking. This should reflect the order of priorities of claims which would apply
to the distribution of branch assets and take into account all arrangements which may be in place to
provide certain policyholders or creditors security, protection, or priority. This analysis should be
supported by a legal opinion, taking into account the applicable laws relating to winding up in the
home jurisdiction. The qualifications of the person providing the analysis and their competency to
advise in respect of those laws should also be stated.

3.4B As set out in section 6 of this SS, where there is a significant change in the winding up regime
applicable to the third country branch, the PRA expects that the third country branch undertaking
submits an update of the information in paragraphs 3 and 3.4A to the PRA as soon as possible.

4 Worldwide financial resources

4.1 In the PRA Rulebook, Third Country Branches 13 requires a third- country branch undertaking to
maintain adequate worldwide financial resources and assess the adequacy of these resources. For
this purpose, the PRA will consider the undertaking’s compliance with the prudential regime under
which it is supervised in its home country.

4.1A The PRA expects third country branch undertakings to maintain financial soundness at branch
level (Branch Guidelines 17 and 26) to ensure that the branch policyholders enjoy the same level of
protection as those policyholders of an insurance undertaking with its head office situated in the UK.
[This paragraph has been moved from paragraph 3.2.]

6a ‘| ocation of the claim’ means the location of either the beneficiary (including policyholders), the insured risk or the contract signed
with the third country insurance undertaking (including whether the business was transacted through the branch or through the
head office of the third country insurance undertaking).




This document has been published as part of CP12/23.
Please see: https://www.bankofengland.co.uk/prudential-regulation/publication/2023/june/review-of-solvency-ii-adapting-to-the-uk-insurance-market

Bank of England | Prudential Regulation Authority Page 4

4.2 The PRA expects the third- country branch undertaking to provide sufficient information so that
the PRA may form an opinion on the adequacy of the worldwide financial resources of the
undertaking.

4.3 Where the PRA assesses the home country regime to be broadly equivalent to the regime
applied by the PRA to (re)insurers whose head office is in the UK, then compliance with the financial
resources requirements of that prudential regime may be relied on by the third- country branch
undertaking as tending to establish compliance with the PRA’s worldwide financial resources rule.
Contravention of financial resources requirements of that-the home country prudential regime may
be relied on as tending to establish contravention of the PRA’s worldwide financial resources rule.

4.4 Where that prudential regime is not broadly equivalent to the regime applied by the PRA to
(re)insurers whose head office is in the UK, then the PRA will assess the adequacy of financial
resources using the methods and techniques applicable to (re)insurers whose head office is in the
UK.

5 Scheme of operations

5.1 The PRA will ask for a scheme of operations that sets out all the information required under
Third Country Branches 5.1 as part of the application process for any third- country branch
undertaking applying for a grant or variation of permission.

6 Apuaload-enartorlroserddne o e opksReporting

6.2 [Deleted]. Fhi y ing

taklet,



https://www.bankofengland.co.uk/prudential-regulation/publication/2015/solvency2-regulatory-reporting-and-exemptions-ss
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6.5 [Deleted].

6.6 [Deleted].
srpteresering OP TS

6.7 The branch assets which may be included in the braneh-reporting templates depend upon the
analysis of how available braneh assets would be distributed in a winding up. This is relevant where
the winding up regime applicable to the third-country branch undertaking does not deliver the

protectlon to branch pollcyholders that SoIvency Il requwes —1he—ana4ys+s+equ#ed—te—assess—t—h+s—ma¥

6.7A The PRA expects that third country branch undertakings guarantee that branch policyholders
can obtain any publicly disclosed information concerning the solvency and financial condition of the
whole third country branch undertaking, if the rules and regulations of the third country prescribe
such disclosure.

6.8 The PRA expects third- country branch undertakings to agree with their supervisor the extent of
the narrative reportingreguirerments required as regards the whole undertaking’s solvency (such as
copies of the third- country regulatory reporting information submitted to the supervisory authority
in the third- country) as part of the regular supervisory reporting and the ORSA with regard to the
branch operations.

6.8A With regard to branch operations, the PRA expects third country branch undertakings to submit
the following information to the PRA and agree with their supervisor the frequency for which the
information should be submitted:

e acopy of the supervisory reporting documentation of the whole third country branch
undertaking; and

e asummary of any significant concerns which the home supervisory authority has raised with
the third country branch undertaking.

6.8B The PRA may also require third country branch undertakings to communicate any other
information prepared under the responsibility of, or at the request of, the administrative,
management or supervisory body of the undertaking, in relation to operations effected by the
branch.

6.8C Where a significant development affects the information received from a third country branch
undertaking, the PRA expects that the undertaking should submit an update of this information to
the PRA as soon as possible. Such an update can take the form of amendments to the initial report.

6.9 Thlrd country branches should refer to Superwsory Statement 40/15, ‘Solvency Il: Reperting
reportmg and dlsclosure 9

9 Supervisory Statement 40/15 ‘Solvency Il: reporting and pubtie-disclosure :
https://www.bankofengland.co.uk/prudential-regulation/publication/2015/solvency2-reporting-and-public-disclosure- optlons
provided-to-supervisory-authorities-ss.
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instructions-accompanyingthe- QRTs: The supervisory statement sets out the PRA’s expectations in

the following areas that are relevant to branches:

e  accident or underwriting year reporting for templates, where this is relevant (section 4);

e reporting of annuities stemming from non-life obligations by currency (section 8); and

e development of the distribution of reported but not settled (RBNS) claims - reporting of
numbers of claims (section 9).
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group | Quartersland3 | Quarters2oand4
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Appendix 1 - Remaining relevant Branch Guidelines

Guideline Paragraph number
Guideline 2 — Scheme of operations 1.18
Guideline 3 — Distribution of branch assets 1.19
Guideline 4 — Analysis concerning the distribution of branch assets %
Guideline 8 — Assessment of the branch financial position 1.29
Guideline 17 — Branch accounting 24l
1.42
Guideline 19 — Quality requirements for the security deposit 1_?51
Guideline 20 — Assessment of the quality of a security deposit 1.46
1.52a
1.52d
1.52e
1.52f
Guideline 26 — Assessment of available branch assets 1.52g
1.52h
1.52i
1.52j
1.52k
Guideline 34 — Material risks to be included in the ORSA 1.60
Guideline 35 — Assessment of branch assets in the ORSA 1.61a
1.66a
Guideline 38 — ORSA Supervisory Report 1.66b
1.67






