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Insurance Europe key comments on the ECON draft PRIPs report 

Insurance Europe welcomes the opportunity to share its main concerns about the ECON draft report. 

Firstly, Insurance Europe retains its observations on the European Commission’s proposal regrets its main concerns with the European Commission’s PRIPs proposal are not addressed in the draft ECON report. Insurance Europe therefore maintains its key messages (attached at annex 1) regarding the KID’s inapplicability at insurance product level, the overload of information for consumers due to the parallel application of equivalent Solvency II and PRIPs disclosure requirements, the inappropriate KID headings, the inappropriate strict liability regime, the UCITS exemption and the numerous delegated acts. Insurance Europe refers to its wording suggestions (attached at annex 2) addressing these fundamental concerns. 	Comment by Marjolein De Backer: See below; UCITS more explicitly included in comments.

In addition, Insurance Europe opposes the draft report’s intention to extend the PRIPs regulation beyond its goal of pre-contractual product information facilitating adequate product comparison. In many instances the proposed amendments exceed product information by addressing, eg internal product approval processes, product intervention and sales rules. 

Finally, Insurance Europe would also like to highlight the following specific considerations regarding certain amendments in the draft report that are key for the insurance industry:

1. Scope 

1.1 Exclusion of pension products 

Insurance Europe welcomes the deletion of the information disclosure of pensions under the KID heading “what might I get when I retire” (amendment 32). Pension products are not comparable with other investment products because, unlike other PRIPs, the products (i) are a type of savings product which must provide an secure income for retirement; and (ii) offer limited or no access to these savings during the accumulation phase. Therefore, it should not be the aim of the proposal to force all pension products within the untailored scope of PRIPs but rather to ensure – as indicated in the Commission’s White Paper on Pensions – that consumer information for individual pension products is improved building on the PRIPs initiative.	Comment by Marjolein De Backer: BE change to ensure that pay outs in the form of a capital or a variable annuity are not excluded.

Insurance Europe refers to its suggested amendment 1 (see annex 2) ensuring that all pension products are excluded from the scope.

1.2 Inclusion of those life insurance products only where the investment risk is borne by the policyholder 

Insurance Europe regrets the deletion in recital 7 of the phrase ”(…) insurance products that do not offer investment opportunities (…) should be excluded from the scope of the regulation” (amendment 3). For Insurance Europe, it should be clarified that only life insurance products where the investment risk is borne by the policyholder have the characteristics of a PRIP and should be in the scope of the PRIPs regulation. Other life insurance products than those where the investment risk is borne by the policyholder contain elements of a minimum guaranteed return and/or profit. Profit sharing offers an additional bonus for the policyholder based on the profitability of the insurance company but is not related to any risk. Life insurance products with a contractual agreed minimum rate of return do not have the characteristics of PRIPs because (i) there is no investment risk for the policyholder and (ii) there is no element of wrapping/packaging.

Insurance Europe refers to its suggested amendment 1  (see annex 2) to clarify that products where the investment risk is not borne by the policyholder should be excluded from the scope of PRIPs. 

2. Product intervention and sanctions 

Insurance Europe opposes the possibility for the European Supervisory Authorities to investigate new products prior to their launch given such prior approval contradicts free competition and is not feasible taking into account the significant number of new products (amendment 44). Moreover, in the insurance sector such product intervention conflicts with existing European legislation. Article 21 Solvency II indeed stipulates that prior approval or systematic notification of general and special policy conditions shall not be required. 

Insurance Europe however welcomes that amendment 44 also includes certain safeguards in relation to product intervention although the MiFIR provisions may require some adaptation in this context. Nevertheless, Insurance Europe believes procedural safeguards and due process rules, such as the right to be heard, should apply to all sanctions. Insurance Europe therefore especially regrets the draft report’s elimination of the effect on financial markets as a consideration before publishing sanctions (amendment 57-58). 

Insurance Europe refers to its suggested amendment 7 and 8 (see Annex 2) introducing procedural safeguards and fundamental due process rules for all sanctions and requests the deletion of authorities’ prior intervention powers.


3. Seller’s obligation to complete KID 

Insurance Europe opposes the intermediaries’ obligation to complete the KID with eg, tax and cost information (amendment 15, 21, 33, and 38-39). Firstly, the KID aims at comparing productsprovides standardised product information in a standardised way, not sales information, which would be hampered if intermediaries can add information. Secondly, product information should be separated from personalised advice. Insurance sales rules, including fee/commission transparency, are indeed regulated by IMD 2. Thirdly, the KID already provides cost information so no further product cost disclosures are required. If necessary, and similar to UCITS, the KID product manufacturer could include a statement warning the consumer that fiscal legislation may have an impact on the product’s returns. 

FinallyMoreover, given the production of the KID is linked to strict liability, both the manufacturer and the distributor are liable. This raises questions of causality and proof which will significantly delay investor’s compensation.	Comment by Marjolein De Backer: Wording modifications based on AT comments.
 it is unclear how liability is dealt with if both the manufacturer and distributor are responsible for drawing up the KID leading to legal uncertainty. 

Insurance Europe requests the deletion of amendment 15, 21, 33 and 38-39. 

4. KID disclosures: bet or investment 
5. 
Insurance Europe questions the draft report’s differentiation between “bet” and “investment” (amendment 27 and 35). The Rapporteur does not define “bet”. For example, guaranteed life products, currently included in the scope of PRIPs, cannot be qualified as an investment in a project or a company but they cannot be defined as a “bet” either. Insurance Europe believes the KID, as proposed by the EC, already informs consumers they can lose money, qualifies risks and identifies the investment objectives. Therefore, no further qualifications are needed.

Insurance Europe requests the deletion of amendment 27 and 35.

5. Provision of the KID 

Insurance Europe opposes including any sales rules in the PRIPs regulation given its aim is limited to regulating product disclosures to ensure adequate comparability between products. Moreover, sales rules are addressed in IMD 2 and MiFID 2. Any provisions preventing non-advised sales should therefore be removed (amendment 40, 41 and 43). 

Insurance Europe requests the deletion of amendment 40, 41 and 43.

6. Financial education 

Insurance Europe strongly believes financial education is important, also in the context of product comparison. However, Insurance Europe considers the KID’s aim should be restricted to pre-contractual information facilitating product comparison. Such a concise document is not the appropriate starting point for financial education. is not the appropriate tool for financial education and its aim should be limited to product comparison. Therefore, the PRIPs regulation should not refer to financial education.

Insurance Europe requests the deletion of amendment 1, 7 and 14


7. UCITS	Comment by Marjolein De Backer: AT comment to welcome part of the UCITS amendment.
Insurance Europe welcomes the draft report deletes the possibility to prolong the UCITS exemption (amendment 64). However, Insurance Europe believes the UCITS exemption should be removed entirely in order to always ensure equal investor protection and adequate product comparison, not only after a three year transitional period. 

Insurance Europe requests the deletion of the UCITS exemption and refers to its suggested amendments 10-11 (see Annex 2). 
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