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QUESTIONNAIRE

Please answer the following questions
1. What are the main implementation issues raised by the judgement? 
The main issue is the question which insurance contracts will be affected by the ECJ judgement – only those concluded after 21 Dec 2012, or also some others (for example, policies with renewal clauses, or with possibility to change the conditions of the contract during its duration, etc.). Very important question is also whether the ban of using sex as a factor to calculate benefits and premiums does necessarily mean that insurance companies are not allowed to collect the data about gender for their internal purposes, either. Is it possible (or impossible) to use the current mortality  tables, or do they need to be unisex, too? Will it be allowed to use gender specific factors (such as male and female cancers in health questionnaires) in calculation of premiums and benefits? 
The ECJ judgement impact and other possible implementation issues could be put into following areas:
· Complications regarding the insurance liabilities evaluation according to the Solvency II regime, due to the removal of one of the key risk factors.  Detailed examination and risk assessment is, on the other hand, the basic spirit of Solvency II. 
· Insurance companies from the EU member states will have to face an unequal competition on the market, considering the fact that some clients may start moving (because of lower prices) to the insurance companies outside the EU where gender differentiated premiums and benefits are not banned. EU night therefore become less competitive in insurance area, compared to other global regions.
· The ECJ judgement creates the new risk of antiselection that changes the current male/female ratio in the clients portfolio. 
· Necessary repricing of the whole contemporary product portfolio, adjustment or modification of the current operating system, marketing materials, selling practices, etc. This will certainly cause the cost increase that would without any doubt eventually affect the final price of products.
· Complications regarding the administration and management of the insurance contracts portfolio, since the insurance companies will have to administrate the two different groups of insurance contracts (concluded before 21 Dec 2012 and of those concluded after this date). 
· During transitional period, there are possible consequences coming from the negative reactions of clients considering whether it is worth to conclude the insurance contract according to the new or old rules (i.e. before or after 21 Dec 2012). 
2. Are these issues different for voluntary and for compulsory
 insurance products?
In general, there are no differences, as the judgement affects all insurance products regardless of their voluntary or compulsory nature. Nevertheless, stronger impact can be awaited in the case of voluntary products where clients are free to decide and to change their behaviour, rather than in compulsory products where this field is much more narrowed. But the questions raised above are relevant for both: voluntary and compulsory insurance products, as well. 
3. Are some of these issues specific to

(a) certain products (e.g. life assurance, motor insurance, health insurance, products offered by niche players, product innovation)?  Please explain.
The ECJ judgement will affect every single kind of insurance product in different way. For example, the pension insurance will become more expensive for men (compared to the current rates). On the contrary, the price of term life insurance will increase for women, as well as accident insurance products. The implementation of judgment will have also the impact on the riders (supplemetary insurance) attached to the life insurance products. In this case, there are several factor combinations that affect the premiums – depending on the policy duration, age, and sex, then depending on the age and sex, depending only on the age, or independent on these factors. 
(b) certain types of businesses (e.g. SMEs, large businesses, niche players, players lacking data needed for replacement of gender as a risk factor)? Please explain. 
The ECJ judgement will affect all types of businesses, regardless of their size. It is important to highlight that the sex/gender is a very specific factor that can, by no means, be replaced with any other risk factor, especially in the insurance of the person area. The sex is a unique risk factor with huge impact on the whole risk – the risk that is the subject of agreement between the client and respective insurance company. 
(c) certain national markets (e.g. small markets, large markets, more/ less mature markets)? Please explain.
Slovakia is quite small and young market with the great growth potential. The public awareness of the necessity of insurance is significantly low, and therefore we believe that the increase of premiums (or decrease of benefits) caused by the ECJ judgement will not help promoting the insurance among the public. Eventually, it will cause the negative consequences in the private pensions system.  
4. In which areas and on which aspects is further clarification needed in order to facilitate the implementation of the judgment (e.g. regarding new contracts, existing contracts, contract renewals, etc)?
The affected areas are described above (see answer to the question 1). The main object of interest is to remove the current legal uncertianty by issuing the clear, final and binding legal interpretation of the judgement that will partially answer some of the aforementioned questions. We do not even take positively the fact that such interpretation should not be available until the I.Q 2012, considering that the jugdement will have to be implemented into the Slovak legislative and the insurance companies should be given enough time to prepare to the new status quo. We fully support the idea that the official legal interpretation of the judgement is needed before the end of 2011. 
5. Article 5(1) prohibits the use of sex as a factor in the calculation of premiums and benefits when it results in differences in individuals' premiums and benefits. 

(a) What does it mean in practice? Please describe the practices regarding the use of this factor which should remain possible in your view after the judgement and explain why (e.g. evaluation of total risk in an insurance pool, reinsurance pricing methodology, reserves calculation, marketing and distribution purposes). 
The use of sex in risk assessment in insurance area is one of the keystones in calculation of premiums and benefits. By its removal, it will increase the uncertianty of the insurance company when assessing the premium sufficiency towards the future liabilities coming from the insurance contracts. The „non-discrimination“ of one group of clients will eventually mean the real discrimination of the other one.   
The insured persons are divided by insurance companies into homogenous risk groups (i.e. the groups with almost equal risks). Each risk group is then given its own premium rate that reflects the risk level of the respective group. Wrong selection (or none, as a matter of fact) of the insured persons into the right risk groups leads to antiselection (at the end of the day, some persons will fall into the group with actually higher risk than previously expected by the insurance company). The consequence of antiselection is clear – it is the necessity to increase the premiums, or to change the selection approach.   
The sex is also among the important factors (based on the statistical data) that are used in selection process, especially in particular risk cases (e.g. death risk). 
The ban of use of gender factor means that the insurance companies will be forced to seek the alternative factors that will not equally (compared to gender) reflect the level of risk within the risk groups. This will lead to higher rate of antiselection and eventually to higher premiums. 
(b) Please give practical examples.
Since the difference between male and female mortality really exists (confirmed by statistical data), it is essential that the actuarial models reflect this reality. The ban of use of sex as risk factor, even in internal and other related calculations, would result in insufficient technical provisions (or other reserves) for men, in some products, and for women, in other products, while the compensation between the groups and products is not possible. The overall result is higher premiums for everyone.  
Removal of sex as risk factor would lead to the situation that there are no insured persons with lower insurance risk, and therefore the initially calculated premium will prove to be insufficient and would need to be increased. All groups of insured persons will eventually be discriminated, in an effort not to discriminate one of the groups. 
In general, it could be said that these rules are applicable for particular types of products: 
Women: 

· In case of term life insurance, they pay lower premiums because statistically they live longer than men and their life style is less risky, in other words, the death risk is generally lower.
· In case of endowment life insurance, the women pay higher premiums, because they again live statistically longer and they are supposed to live (endowment risk for the insurance company) until the age agreed in the insurance contract.  
· Pension and annuity insurance products are the similar cases as the women are supposed to take benefits for longer (pay-out) period of time than men. 
Men:

· They pay higher premiums in term life insurance considering the lower life expectancy and riskier life style. 
· They pay lower premiums in endowment life insurance. 
· The lower premiums in pensions and anuity insurance products because due to the riskier life style it could be supposed that they will live shorter and therefore the insurance company will pay the annuity for shorter period.
Last, bur nor least, the client´s health status also strongly determines the premium rate. 
Not taking the sex factor into consideration, it would lead to these three possible consequences: 
· Short-term effect = necessary repricing of all currently sold products in the portfolio and interruption of product development, because except of Solvency II project, the actuaries would become involved also into recalculation process caused by Gender directive and ECJ judgement. 
· Long-term effect – necessary collection of detailed information about the clients health status = potential effect on price (in case that these data are not possible to obtain, for example due to the legislative restrictions), or worse, the eventual uninsurability (impossibility to insure) of the clients due to the impossibility to assess the risks (= the limited access to the respective services for consumers).

· Long-term effect – unisex rates = higher price = less persons insured.
(c) Are these practices specific to or more important for certain insurance products? 
Selection of insured persons into homogenous risk groups is important in all insurance products. Using the sex as a factor in this selection is important only in those products with the high covariance rate between sex and risk (illness and death risk). The life, health and critical disease insurance products will therefore be among those most affected. Nevertheless, generally speaking, all products will be more or less affected.  In Slovakia, there is no widespread experience with differentiation of premiums, in MTPL insurance, for instance. But the judgement will result in not decreasing rates for women that has been eagerly awaited on the market.  
6. Some occupational pension schemes might not be directly impacted by the judgement, e.g. defined-contribution (DC) pension schemes which self-annuitize and therefore do not rely on insurance contracts for their pay-out phase
. 

(a) Do such schemes exist in your Member State?
Yes, they do.
(b) If so, do they provide unisex or gender differentiated annuities?
They provide payments that are not gender differentiated. The client has to choose his/her own pay-out plan and eventually gets exactly what he/she has accumulated. Basically, we cannot speak about the real / typical annuity in this case.

7. In your view, what steps should be taken at EU/national/industry level? 
At the EU level, the politics of implementation of antidiscrimination agenda into the insurance should be abandoned. The arguments of the insurance sector should be more carefully taken into consideration in the legislative process. In this regard, we suggest to consider the opening of Gender Directive, with possible review or abolishment of article 5 from it. We regard the Gender directive and the ECJ judgement as a tragic intervention into the free market, and as an attack on the fundamentals of the whole insurance industry. We therefore strongly request not to use the Gender approach in process of creating of new Antidiscrimination Directive (age and disability). The Brussels officials have constantly been assuring that they are not the enemies of the insurance market. It is about the time for them to start acting according to their statements.  
In these circumstances, it needs to be said again, that the differentiation of clients for risk assessment purposes in insurance is not a discrimination. It is rather the eligible approach that helps to prevent the real discrimination. The commercial insurance can not be perceived or misregarded with public insurance, and should be considered supplementary to the social system. It is not the social system itself, therefore the selection is in this case natural – either on the side of clients, and on the side of insurers, as well.  
� 	E.g. motor third-party liability insurance is compulsory in the EU


� 	See Directive 2006/54/EC of the European Parliament and of the Council of 5 July 2006 on the implementation of the principle of equal opportunities and equal treatment of men and women in matters of employment and occupation (recast - OJ L 204 of 26.07.2006), in particular its Article 9(1) (h).
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