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Disclosure of remuneration 
National Associations’ feedback to MU 8101 and MU 8150
(Life – Non-life)

Update: August 2008
	Austria
	No obligation (by law) for the broker to disclose the amount of remuneration to his client.

 

	Belgium
	

	Bulgaria
	

	Cyprus
	 

	Czech Republic
	No obligation (by law) for an insurance intermediary to disclose the sum of the commission (remuneration). 

Act No. 38/2004 Coll. § 8 (4):

· An insurance broker is remunerated by the insurance or reinsurance undertaking unless it has been otherwise agreed with the relevant insurance undertaking and policyholder.  

Act No. 38/2004 Coll. § 21 (1):

· When so requested by a client, the person must inform the client of the manner of his remuneration. 

	Denmark
	New Act no. 401 of 25 April 2007:

- Art. 14a: When an insurance broker undertaking obtains offers for insurance contracts for the customer at one or more insurance companies, the insurance broker undertaking shall at the same time provide the information to the insurance company which is necessary for the insurance company to determine the price of the insurance. In pension schemes covered by paragraph I of the “pensionsbeskatningsloven” (act on taxation of pension schemes) the insurance broker undertaking shall inform the insurance company of the size of the fee agreed between the customer and the insurance broker undertaking. At the same time the insurance broker undertaking shall inform the insurance company about the length of the period in which the customer and the insurance broker undertaking have agreed that the fee shall be included in the insurance premium. This period may not exceed three years. The insurance company shall include this fee in the insurance premium and pay the fee to the insurance broker undertaking. 
- (2) An insurance broker undertaking may not receive commission or other remuneration from the insurance company in connection with the specific customer relationship. 
- (3) However, an insurance company may on behalf of the customer manage mediation of the amounts for the insurance broker undertaking mentioned in section 14(1). Furthermore, the customer and the insurance company may agree on the financing of the customer’s payment to the insurance broker undertaking. 
- (4) Notwithstanding subsection (2) an insurance broker undertaking may receive commission from an insurance company which is not domiciled or established by a branch in Denmark. However, the insurance broker undertaking shall forward a commission received to the customer.
According to the Danish Act:
(1) If an insurance broker undertaking receives commission or other remuneration in connection with the specific customer relationship pursuant to an agreement entered into force before 1 July 2006 with an insurance company, section 14a(2) as worded in section 1, no. 4 shall apply from 1 July 2011. 

(2) Notwithstanding subsection (1) an insurance broker undertaking may not receive commission or other remuneration from an insurance company in connection with mediation of new occupational pension schemes 

- after 1 July 2007, provided that the total annual premium constitutes DKK 4 mill. or more, and 

- after 1 July 2009, provided that the total annual premium constitutes DKK 2 mill. or more. 

(3) If a contract covered by subsection (1) is changed, section 14a(2) as worded in section 1, no. 4 of this Act shall apply to the changed contract."

Summary of planed regulation:

· If the insurance agency or management company receives commission or other remuneration as a result of insurance mediation, said agency or company shall inform the customer hereof. Furthermore, the insurance agency or management company shall inform the customer of access to the size of the commission or remuneration upon request, and provide such information upon request.
· Independent brokers are not allowed to receive commission e.g. from insurance companies in connection with specific customer relations (In practice brokers demand the insurance company to pay the customer and not themselves). All other intermediaries than independent brokers must inform customers if they receive commission or remuneration and on request shall inform of the amount of commission/remuneration.
Entrance into force: Regulation on brokers' commission or remuneration will enter into force only on 1 July 2011. In occupational pension schemes with high amounts of annual premium the Regulation will be implemented not later than 1 July 2009. However, in practice many non-life undertakings already apply the provisions of the regulation. 

	Estonia
	Proactive disclosure: the insurance broker shall inform the client of the client’s right to request the disclosure of the commission charged for the insurance contract that the broker intermediates.

	Finland
	Insurance brokers: Act on Insurance Mediation No 570/2005 (Section 26 and Section 49, Sub-section 6): 
· An insurance broker operating in Finland may receive commission (accept a broker’s fee) for his services only from the principal, i.e., the client. The payment of commissions by insurers is prohibited. 
· This provision takes effect as from 1 September 2008, after the three-year-long transitional period. 
Insurance agents: The remuneration and the disclosure of remuneration are not regulated by law.

	France
	Brokers can be remunerated by the insurer (for his activity of production or contract management) and/or by the insured (for his activity of insurance adviser). In cases of remuneration by the insurer, legislation provides for the disclosure of broker commission upon the request of the client only if two conditions are gathered: 

· The amount of premium is above 20 000 EUR and
· The insurance contract covers a professional risk. 

There is no obligation to inform the client about the broker commission in the others cases. 

Nevertheless, when an insurance broker informs his customer that he gives his advice on the basis of a fair analysis, he must indicate to the customer the name of insurance company or insurance group which accounted for more than 33% of his revenues in the preceding year. 

Insurance agent and others insurance representatives are remunerated by the insurer. There is no mandatory disclosure of commissions.

	Germany
	New reform of the German Insurance Contract Act (VVG):

· Insurance undertakings are obligated to disclose budgeted costs and new business and distribution costs in life- and health insurance. 
· New rules entered into force on 1st July 2008 by reform of the VVG and not by transformation of IMD.

	Greece
	No obligation (by law) for brokers to disclose the amount of remuneration to their clients

	Hungary
	Disclosure upon request: No provision in the Insurance Act on disclosure of remuneration. Clients are informed by an intermediary of the amount of his remuneration, or that the intermediary receives remuneration for a given insurance contract, only on a voluntary basis upon request (in practice clients remunerate insurance brokers only for highly specialised insurance business needs, since generally remuneration is provided by the insurer underwriting the risk placed by the independent or tied intermediary).
The Association of Independent Insurance Brokers has adopted in its Articles of Associations the principles on remuneration transparency: upon request of the client (i.e. soft disclosure) insurance brokers, who are members of the Association, are expected to provide information on the amount of remuneration.
The Life Assurance Workgroup of the Hungarian Financial Supervisory Authority has prepared a detailed guidebook on certain issues related to life assurance business. The guidelines require that the insurance intermediary (both tied and independent) provides information on remuneration to the client. Although compliance with the guidebook is not mandatory, its provisions reflect the Supervisory Authority’s approach to this issue and shall serve as the methodology adopted by the Authority during its investigations. The alignment of the activities of insurance intermediaries to these guidelines, including remuneration disclosure, is anticipated in the future at least in the field of life assurance intermediation (not only unit-linked products).

	Ireland
	

	Italy
	· Total disclosure in classes of business 3 and 5, which are under MIFID legislation.
· In the other classes of life business, disclosure of average cost of commission is compulsory.
· In motor insurance, general disposition on transparency (new Supervisory authority's regulation to come soon).
· The communication to the contracting party of the charges to be paid to the intermediaries applies to insurance financial products and to MTPL.

· Article 121 of law on insurance and insurance intermediaries: an intermediary who is providing services via distance selling shall disclose to the policyholder at least the total price, including taxes to be paid by the policyholder.

	Latvia
	

	Lithuania
	

	Luxembourg
	

	Malta
	

	The Netherlands
	

	Norway
	

	Poland
	

	Portugal
	

	Romania 
	  

	Slovakia 
	Slovak Act on insurance and reinsurance mediation does not forbid commission’s disclosure: 
· In Practice: Disclosure of brokers’ commissions is not strictly forbidden, but the situation is opposite: broker should be paid by the client. If a client asks broker for a product analysis and mediation of certain insurance product the client should pay remuneration to broker. What means that client exactly knows the broker’s fees. 

· No obligation (by law) for insurance agents to disclose their commission.  


Nowadays new draft of  Act on financial mediation and financial advisors is in legislation process . Current status  of  wording ( before approval of government and then parliament ) is more gentle, then initial one. It is result of huge discussions between Association and Ministry of Finance. 

Main  principles of proposed draft are:

· New act will be relevant  for intermediation on whole financial market  ( insurance and reinsurance, investment services, additional pension savings, deposits ,debts ) based on principle level playing fields
· Before providing services intermediary will have to  inform client about 
· EXISTENCE of any non/financial payment to agent for mediation of particular financial service 
·  UPON CLIENT´S REQUEST, client must be informed about AMOUNT of any non/financial payment to agent for mediation of particular financial service
·  exemption for  Life – client will have to be informed , upon his request, about an average amount of costs on financial mediation  for each life insurance branch


	Slovenia
	

	Spain 
	The Spanish Mediation Act 26/2006 of July 17th, which came into effect on 19 July 2006

No remuneration disclosure for Exclusive insurance intermediaries and tied insurance intermediaries (the mediation contract signed between the mediator and the undertaking must include the commission that the undertaking must paid to the mediator). 
Mandatory commission disclosure under some circumstances for insurance brokers: 
· Brokers can receive payments both from (i) the policyholder and (ii) the insurance company. 
· (i) The broker and the client are free to reach an agreement (in written) stipulating that the broker will receive professional fee and that the broker’s payment includes professional fees directly billed to the client. In this case, two different documents need to be issued: 1) If the broker receives some kind of remuneration from the client (professional fees), the insurance company must indicate it in the premium receipt, so that the client will know the total income received by the broker. If, in addition to the professional fees, part of the broker’s payment will be paid by the insurer jointly with the premium (when the insurance policy is paid to the insurance undertaking), the premium receipt has to indicate the amount of broker’s commission and the broker’s name. 2) Separately from the premium receipt of the insurance undertaking the broker must prepare an invoice stating the amount of professional fees. 

· (ii) Insurance brokers can only receive commissions from the undertakings. No other kind of remuneration is permitted. 
· In case of professional fees, part of the broker’s commission is paid when the settlement of the premium. 

	Sweden 
	Swedish Act:

· The intermediary must disclose the price of the intermediation service or the basis for the determination of the price and if the commission or other remuneration will be paid by any other natural/legal person than the customer. 
· Detailed regulations aiming at capturing all different kinds of remuneration-schemes.
· Comments on the functioning of this system in the practice: the customers cannot see the full economical effect of the properly disclosed commissions because of the complexity of the commission’s nature. It is not possible to apply the rules in a way that gives the customer a real sense of the final outcome of the commission in the long term.

	Switzerland 
	

	UK 
	Under the law of agency, agents owe fiduciary duty to those they act on behalf of. This includes:

· Avoiding conflicts of interest - an agent cannot put himself in a position where his interests in any way conflict with those he acts for. Nor can an agent put himself in a position where there is a conflict between one or more persons for which he acts.
· An agent must not make a secret profit - An agent must not use his position to acquire a benefit from a customer or third party.

An agent can avoid breaching his duties if he receives fully informed consent from the person he is acting for.
In terms of life insurance, brokers should disclose the amount of remuneration to their clients and in general insurance, brokers can disclose the amount of remuneration on request. 

This topic is currently under review in the UK through the FSA’s Retail Distribution Review.
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