[image: image8.png]w* jnsurance

\
N

W europe




Meeting Conclusions

	
	Distribution TF

	
	

	Meeting info:
	Insurance Europe offices, 29/08/2012
	Time:
	10h00 - 00h00

	
	

	Reference:
	SMC-DIS-12-060

	
	

	
	
	
	

	
	

	Secretariat:
	William Vidonja, Marjolein De Backer




	Participants:
	Theo Tremmel (GDV), Virginia Schreurs (Assuralia), Marie Hosinsky (Insurance Sweden), Dieter Pscheidl (Association of Austrian Insurance Companies (VVO)), Carlos Esquivias (UNESPA), Mari Pekonen-Ranta (Federation of Finnish Financial Services), Christian Sandell (Insurance Sweden), Luigi Di Falco (ANIA), James King (ABI), Silvie Gautherin (FFSA), Boris Christophe (FFSA), Xavier Cognat (FFSA), Anne Seiersen (Danish Insurance Association)

	
	

	Excused:
	Marc Hengen (Association of Luxembourg Insurance Companies (ACA)), Muriel van der  Starre-Meijs (Verbond van Verzekeraars)

	
	

	
	 

	Agenda Item
	Purpose
	Reference


	1.  Objectives of the taskforce meeting
	 For discussion
	  -

	
	
	


Participants approved the disclosure working group objective to discuss the proposed PRIPs disclosure requirements.
The secretariat updated participants on the PRIPs’ scope discussion reflected in LIF-12-025. The alternative “minimum harmonisation” approach, excluding pension products as well as traditional life products with guarantees, is not unanimously supported by members.
In line with the conclusion of the Distribution taskforce meeting on 24 July, the secretariat proposed  Insurance Europe continues adhering to its previous position as expressed in its response to the EC consultation (see SMC-PRIP-11-010, questions 1 to 14). This highlighted EU markets’ diversity, favoured the exclusion of all pensions from PRIPs’ scope and underlined the level playing field issue with banking products competing with insurance ones. Participants agreed to develop further arguments supporting the exclusion of pensions and the level playing field concerns at the 12 September distribution taskforce meeting.

More generally, participants raised the issue that the PRIPs regulation’s scope is unclear. This is an important concern because a regulation is directly applicable and clarity as to its scope is therefore of utmost importance. It addition, it was suggested Insurance Europe should propose an amendment to Article 2 keeping the scope very general at level 1 and allowing EIOPA, at level 2, to determine which insurance products fall within the regulation’s scope. This would address the issue of product evolution as, contrary to a level 2 approach, a regulation cannot easily be amended.  
The level playing field issues with (i) certain banking and (ii) UCITS products was raised. As to the latter, it was mentioned the regulatory debate originally called for comparative investment product information but currently UCITS are not covered by the PRIPs proposal. Participants agreed Insurance Europe should request the immediate inclusion of UCITS PRIPs without a transitional period given the EC’s aim to achieve comparability across financial players. 
Finally, participants also queried whether a directive would be a more appropriate instrument than a regulation.
Actions
Members to develop further arguments on (i) the exclusion of pensions, and (ii) the level playing field issue with banks for discussion at the 12 September distribution taskforce meeting. In addition, the scope’s unclarity and a possible amendment allowing EIOPA to detail the scope at level 2, will be discussed.
	2.   Roundtable on issues/concerns/update on developments
         at national, EU and international level
	 For discussion
	- 

	
	
	


The secretariat reported on developments at European level: 
· Timing at Council and European Parliament: the Council Working Group will hold a meeting on 12 September 2012. Possible dates for the ECON committee are 12 September (first exchange of views), 12 October (presentation draft report), 12 November (amendments deadline), 12 December (vote).
· CFA Institute study: the CFA Institute is leading a research project on behalf of EuroFinuse, FECIF, EFAMA and AILO on the standardised presentation of costs in the KID to be published in autumn. Participants agreed the secretariat should contact CFA once a position is reached at Insurance Europe on cost presentation to convey our views.

· ESMA call for candidates: ESMA has launched a call for expressions of interest for its Consultative Working Group for ESMA’s Investor Protection and Intermediaries Standing Committee. The committee is responsible for developing and providing technical advice to the EC, and for preparing technical standards, guidelines and recommendations relating to the provisions of MiFID applicable to investment services and activities. Applications must be submitted by email no later than 14 September 2012 (13h00 Paris time). 

Participants provided an update on recent developments in their discussions on PRIPs at national level, including status of their internal work on the EC proposals and their lobbying activities towards national/EU authorities, supervisors and other stakeholders as well as their lobbying strategy going forward. The secretariat stressed the importance for members to contact their national authorities attending the Council Working Group and their supervisors represented at EIOPA as well as to report on developments to the secretariat.
Actions
· Members to continue dialogue with national authorities and supervisors, and to report on developments to Insurance Europe’s secretariat.
· Secretariat to contact CFA Institute once a position has been reached on presentation of costs conveying Insurance Europe’s position.

	3. Discussion of key issues & proposed Insurance Europe      approach
	 For discussion
	SMC-PRIP-12-014 

	
	
	


Participants were given the opportunity during a roundtable discussion to share their comments on Insurance Europe’s preliminary issues/concerns on the proposed PRIPs regulation. The main comments can be summarised as follows and have been reflected in a revised preliminary concerns list (see SMC-PRIP-12-015/016):

· Interaction with other legislation:
· Risk of duplication with pre-contractual disclosure requirements in Solvency II and information overload: following the roundtable discussion, it was suggested to use an alternative argumentation. First, Insurance Europe will propose the KID is only applied to underlying products because (i) the regulation is not sufficiently reflecting specific insurance product features and (ii) the EC proposed KID is therefore not applicable at insurance product level. However, participants were aware it is unlikely this argument will be accepted. 
Secondly and alternatively, if the KID is applied to insurance products, the KID should address specific insurance product features and should only be regarded as a “first contact” with the consumer containing high level information as in an executive summary. The detail can then be found in the Solvency II pre-contractual information disclosures as well as a personalised simulation on the basis of which a consumer can take an investment decision. The KID would form part of a layered approach: (i) high level first contact through the KID, (ii) Solvency II pre-contractual disclosure requirements and (iii) post contract conclusion.
Some participants stressed a standardised high level KID can never form a basis for an investment decision and advocated requesting the deletion of the regulation’s wording implying the contrary as it would be misleading consumers. In addition, participants mentioned the liability discussion during the UCITS regulatory process where it was decided a standardised document cannot be sanctioned with a strict liability regime. The secretariat will review the UCITS liability regime and propose amendments to PRIPs on this basis. 
Furthermore, participants agreed, in as far as the KID and Solvency II disclosures overlap, member states should decide whether the KID covers the Solvency II disclosure requirements. This approach would address (i) the risk consumers are overloaded with similar information in multiple formats, and (ii) the risk of product manufacturers’ liability if the same information is provided in the KID as well as in parallel Solvency II disclosures using different wording without any hierarchy between KID and Solvency II disclosures. To this end, Insurance Europe will propose amending Recital 8 and Article 3 allowing member states to decide whether the KID meets identical Solvency II disclosure requirements. 
Participants did not identify issues with the parallel application of the Directive on distance marketing of consumer financial services or the e-commerce directive.

· Duplication with existing national KIDs: participants agreed Insurance Europe should point out many KIDs exist at national level and draw the attention to the risk of overloading consumers with information. However, Insurance Europe should not suggest the abolition of existing national KIDs, this should be discussed by members at national level. 

Participants agreed it would not be credible to argue existing national KIDs could substitute the proposed PRIPs KID. 
· Form and content of the KID: 
· Insurance products are non-standardised unlike UCITS products: participants agreed to point out it is more difficult to develop a KID for non-standardised insurance products than for standardised UCITS products. 
· Proposed KID does not sufficiently or adequately reflect insurance product features: 
Firstly, participants decided Insurance Europe should advocate amending Article 8.2 (b) (iv) to ensure the insurance benefits section features more prominently in the KID as a separate section which must always form part of the KID. A KID for a non-insurance product would thus need to indicate this type of product does not offer insurance benefits. This approach increases transparency and educates customers on product features. 
Secondly, participants agreed more detailed information on insurance product features is required to increase transparency and comparability for the customer: 

· Costs – Article 8(2)(f): Participants agreed there should be separate sections on costs and risk premium. Insurance Europe will propose an amendment similar to its KIC (see SMC-PRIP-11-010). Participants also suggested Insurance Europe proposes amending the recital referring to costs (11) to ensure at Level 2 the cost description differentiates between investment and risk premium. The discussion on cost presentation in the KID will be continued at the next taskforce meeting.
· Product – Article 8(1): participants agreed Insurance Europe should suggest replacing “investment product” with “product”.
· Guarantees and capital protection– Article 8(c)(i): participants suggested a product manufacturer should respond to both questions and also indicate who provides the guarantee. Insurance Europe will propose amending the text and refer to Insurance Europe’s previous position in response to question 42 of the EC consultation.
· Level of prescriptiveness: participants did not express concerns regarding the standard format. However, participants pointed out several issues regarding the KID’s wording which is too negative and personalised. It was agreed the secretariat would take inspiration from the UCITS directive for more neutral wording and will suggest amendments on this basis as well as the previously agreed Insurance Europe KIC. 
In addition, participants also highlighted it would be difficult to meet the obligation of projections regarding pensions (Article 8(2)(h)) in a simple KID format. Level 2 should therefore decide on how to present retirement benefits. It was agreed Insurance Europe will propose an amendment leaving it open whether projections should be included. 
· KID information must be limited to the relation between the insurance undertaking and the policyholder – Article 8(2)(h): it was mentioned “What are the risks and what might I get back” is a misleading question because in certain cases the beneficiary is not the policyholder but a third person. Participants mentioned we should, however, by proposing amendments not run the risk regulators decide beneficiaries should also receive a KID.
· Business concluded outside the premises of an insurance undertaking: it was unclear to participants why delivery of the KID would be problematic in this case as listed in the preliminary concerns. However, DK and SE raised a concern that customer consent is always needed to provide the KID in another durable medium than paper or on a website. The other participants had not identified this issue given Article 13.6 could be understood as allowing the product manufacturer to assume consent has been given if the customer has provided an email address. 
· Risk and reward profile: participants only briefly discussed their concerns. Further discussions are required in this respect. 

Actions
· Secretariat to revise Insurance Europe’s preliminary issues/concerns on the proposed PRIPs regulation, see SMC-PRIP-12-015/016.

· Members to review the revised Insurance Europe preliminary issues/concerns on the proposed PRIPs regulation.
	4.  Next steps
	- 
	- 

	
	
	


It was agreed another disclosure working group meeting would be needed on 17 September from 10h00 to 16h00. The updated list of Insurance Europe’s preliminary issues/concerns on the proposed PRIPs regulation (SMC-PRIP-12-015/016) will form the basis of this discussion. Members are requested to provide written comments by Monday 10 September cob.
The PRIPs scope will be discussed at the distribution taskforce meeting on 12 September, including its unclarity, the exclusion of pensions and the level playing field with banking products. [image: image1.png]
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