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“The recognition of equivalence would 
clearly be benefi cial to both Brazil and the 
EU to the extent that it facilitates cross-
border regulation and market access”

Brazil and the EU 
work together on 
Solvency II 

On 11 March 2014, the European 
Parliament voted to adopt a 

directive which completes the long-
awaited Solvency II Directive, thus 
fi nalising the new framework for in-
surance regulation and supervision 
in the EU. The Solvency II project is 
now scheduled for implementation 
on 1 January 2016 and is primarily 
targeted at insurance and reinsur-
ance fi rms and groups based in the 
European Economic Area (EEA). 

The proposed Solvency II rules 
are based on three main pillars:  
minimum capital requirements; 
corporate governance and risk man-
agement requirements and disclo-
sure and transparency requirements. 
It represents a signifi cant develop-
ment for the prudential regulation 
and supervision of (re)insurance 
companies in Europe.

Solvency II will apply to 
Brazilian fi rms that have es-
tablishments in the EEA and 
accordingly, Brazil’s insurance 
watchdog, Susep has applied to 
the European Insurance and Oc-
cupational Pensions Authority 
(EIOPA) for Solvency II equiva-
lence. 

EIOPA also intends to conduct 
equivalence studies with regula-
tors of other countries in Latin 
America, including Chile and 
Mexico, with the aim of achiev-
ing equivalence in terms of 
local solvency regulations. The 
studies in relation to Brazil have 
already started.  Once these 
are done, the regulators should 
negotiate an agreement recog-
nising equivalence in terms of 
solvency rules.

There are three equivalence 
tests under Solvency II, which 
will impact Brazilian (re)insurers 
in the following manner: 

• Equivalence under arti-
cle 172 relates to reinsurance 
placed with reinsurers in Brazil. 
A fi nding of equivalence will 
mean that reinsurance ceded by 
an EEA fi rm to a (re)insurer in 
Brazil is treated for regulatory 
purposes as if it were ceded to 
a European fi rm. This will allow 
an EEA fi rm to claim credit for 
this reinsurance in calculating 
their regulatory capital and will 
encourage EEA fi rms to con-
tinue to seek reinsurance in the 
Brazilian market. 

• Equivalence under article 
227 relates to Brazilian insurers 
that are part of EEA groups. 
There is a risk that if Solvency II 
applies to the Brazilian subsidi-
ary, instead of Brazilian rules,  
higher levels of capital may be 
required, resulting in a corre-

sponding rise in the 
capital required to 
be maintained by the 
EEA group. Even if 
this is not the case, 
there would be the 
burden of comply-

ing with two sets of potentially 
confl icting rules. A fi nding of 
equivalence will reduce the 
likelihood of operations in 
Brazil requiring extra regulatory 
capital. 

• Equivalence under arti-
cle 260 relates to the group 
supervision of EEA insurers with 
a parent company in Brazil. A 
fi nding of equivalence means 
that European supervisors 
are required to rely on group 
supervision by SUSEP without 
duplication by a group super-
visor in Europe. However, it 
remains possible for European 
supervisors to seek to supervise 
any EEA subgroups within the 
Brazil group. 

The recognition of equiva-
lence would clearly be benefi cial 
to both Brazil and the EU to the 
extent that it facilitates cross-
border regulation and market 
access. The intention is to foster 
investments by insurance com-
panies operating in the EU to 
Brazil and insurance companies 
operating in Brazil to the EU. 

The Brazilian rules on 
solvency have changed sig-
nifi cantly recently. According to 
Susep, the Brazilian regulatory 
framework has advanced in 
the subject of Solvency II pillar 
1, minimum capital require-
ments and pillar 3, disclosure 
and transparency require-
ments. Susep is also working on 
improving pillar 2 regulation on 
corporate governance and risk 
management.

There is no indication as to 
the timeframe in which the anal-
ysis by EIOPA will be conducted 
and equivalence between the 
solvency regulations of the EU 
and Brazil will be achieved. Nev-
ertheless, this is an important 
step towards implementing a 
globalised regulatory frame-
work, allowing for more coop-
eration and investment between 
the two regions.

NEWS
ANALYSIS 
By Marta Viegas, 
corporate partner, 
insurance and 
reinsurance practice 
group, TozziniFreire 
Advogados 

and George Swan, 
corporate partner, 
fi nancial institutions 
group, Freshfi elds 
Bruckhaus Deringer 
LLP

crosa
Text Box
This article was originally published in issue 31 of LatAm Insurance Review.
Esse artigo foi originalmente publicado na edição 31 do LatAm Insurance Review 
www.insurancelatam.com




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.25333
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (These are the recommended settings for exporting PDF Documents to the Zmags Publicator.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /EmbedAll
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


