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Overview of CEA comments on the EP amendments on Omnibus II
Why should you care?
· The insurance industry plays a vital role for individuals, businesses and the wider European economy:
· Individuals - Insurers provide products to meet long-term investment and protection needs
· Businesses  - Insurance products facilitate business activity and play a key role in providing funds directly through equity and bonds or indirectly funding banks
· The economy  - Insurers are major investors with over 7000bn in assets and are one of the few stabilising long term investors in the market
· The development of Solvency II was not started to address a solvency crisis - rather its purpose was to:
· Harmonise regulation across the EU
· Provide a transparent regulatory and supervisory environment
· Align capital requirements with risk and to foster good risk management

· Encourage an efficient and competitive cross-border industry

· We have seen recently that the insurance industry has coped well with market crisis, during which time the industry has helped provide stability to other sectors.
· It is imperative that Solvency II is developed in such a way as to avoid unintended consequences that would impact policyholders, other market sectors and the wider economy, including:
· Insurers shifting from longer term to shorter assets
· A move away from long term guaranteed products
· Higher charges for policyholder due to unnecessarily high capital requirements
· Limiting the insurance industry’s role to invest  and assist growth in the European economy
· Reducing the insurance industry’s traditional role as a stabiliser of systemic risk and market volatility
What needs to be done?
Discount rate

The design and calibration of the discount rate must be appropriate in order to remove procyclicality and artificial volatility:
· Application of the Counter-Cyclical Premium (CCP) should be predictable
· The matching premium must be recognised by Solvency II in cases where spread risk is mitigated
· Extrapolation must reflect the lack of deep and liquid market for long-term assets
· Calibration should not include prudential margins
	Please refer to our proposed text on Articles 86 and 77 in CEA document ECO-12-xxx
· Support amendments (strongly support a mixture of the following in order to arrive at the CEA proposed text): 303, 355, 358, 359, 360, 365, 366, 369, 371, 375, 376 

· Support amendments with changes (amendments are moving in the right direction but do not contain all elements of the CEA proposal): 353, 354, 356, 362, 374.

· Support amendments: 304, 349.
· Oppose amendments: 343, 344, 346, 348, 351, 352, 357, 364, 367, 368, 372, 373.


Equivalence

There should be a potential five year extension to the original five year transitional period.  This should also include concrete realistic milestones, agreed to at the initiation of the transitional period.
	Please refer to our proposed text on equivalence in CEA document ECO-12-008
· Support amendments: 428, 434, 449 (only if there is an inclusion of clear concrete milestones at the initiation of the transitional period).


Hybrid debt
We support the amendments clarifying transitions in relation to Hybrid debt based on Solvency I.
	· Support amendments: 459, 460


Reporting 

Reporting should be proportionate and harmonised across the EU.
	· Support amendments: 53, 319, 320.
· Oppose amendment: 253 (group structure reporting), 322.


Transitionals

The possibility for transitionals in key areas should be left open to allow for transistionals until the full impact of level 2 measures is known, in particular in relation to dealing with existing business.
	· Support amendments: 459, 460 
· Oppose amendments: 274 - 278, 465


Delegated Acts

It is vital that issues of a political nature, and those which are not purely technical, remain as delegated acts.
A “sunrise-clause” is required such that any shift to RTAs would not impact on work carried out already and would not delay the entry into force of Solvency II.  However, even with this clause it is still crucial that the split of measures is appropriate.
	· Oppose amendments: 55 to 57; 75 to 76; 78 to 79; 81 to 109; 120 to 149; 153 to 155; 170 to 178; 220; 374; 329; 401 to 402; 406; and 436.
· Support amendments: 317 and 376


Read across of banking rules to insurers

It is inappropriate to blindly read across specific elements of CRD4 to Solvency II.  Insurers are not banks and have not suffered the same impacts of recent market events nor have the same systemic impacts as banks:
· No new restrictions should be added to the use of internal models on top of the strict scrutiny already in place
· There should not be a requirement to hold additional counter-cyclical capital buffers over and above the SCR

	· Oppose amendment: 310, 311, 377, 378, 381, 382, 435 [and, as mentioned elsewhere: 310, 378, 381, 382 and 435].


Mandatory auditing

Mandatory auditing should not be required for Solvency II information.
	· Oppose amendments: 335, 339 and 340.


Participations
The treatment of participations should reflect the long-term and strategic nature of these investments.
	· Oppose amendment: 404.


Group issues
Group solvency calculations should reflect the economic nature of existing legal structures, in particular horizontal groups.
	· Support amendment: 436 (however, not the part of this amendment which moves from DA to RTS)
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