4 September Distribution TF meeting – Disclosure of remuneration								[13 August 2012]
	Issue/Concern
	Relevant Article(s)
	Content of EC proposal
	Insurance Europe past position
	Proposed approach
	Member comments

	Disclosure of variable remuneration of employees of insurance undertakings

	Article 17(3), IMD2
	· Employees of insurance undertakings must disclose the nature and the basis of the calculation of any variable remuneration.
· No longer required to disclose amount.
· [Note: It is unclear, however, what the EC means by “nature” of the remuneration, while the explanatory memorandum still refers to the amount of the variable remuneration, page 9].

	· Amount: Disclosure of amount of variable remuneration of employees would not benefit the consumer in his decision-making process. Would add to abundance of pre-contractual information to be disclosed to the consumer and lead to consumer focusing on irrelevant information rather than most important factors, such as insurance coverage provided. 
· Basis of calculation: Difficult to fulfil in practice. Disclosing the basis of calculation of the variable part of the remuneration would be extremely complex, burdensome and impossible to understand for the consumer, which raises questions about the actual benefit of such a provision, particularly as it would be expected to apply across all insurance products.
· Amount/basis of calculation: Does not appear to take full account of principle of proportionality. EC has not demonstrated any evidence of either its necessity or its benefit/interest to the consumer.
· Level playing field issue – no provision is made under MiFID2 to require disclosure of variable remuneration. This would result in having stricter rules for insurance PRIPs than for other types of PRIPs.

	· With regard to the issue of the disclosure of the variable remuneration of employees of insurance undertakings, participants during the TF meeting on 24 July were in agreement that Insurance Europe should continue to express its opposition to the EC proposal, on the basis of the arguments already developed on this issue in the past. However, it could prove difficult to oppose the disclosure of the “nature” of the remuneration, as it is not defined in the text. It was also proposed that Insurance Europe would not work on developing an alternative proposal at this stage in the process, but this may be reviewed in light of any future EU developments.
	· 

	Disclosure of remuneration for insurance non-PRIPs (non-life)

	Recital 31, IMD2
Article 17(2), IMD2

	· Intermediaries subject to ‘on-request’ regime for the sale of non-life products with a transitional period of 5 years, after which the full disclosure regime will automatically apply to non-life products as well.
	· Relevant provisions under the current IMD provide a good starting point to mitigate potential conflicts of interest (eg disclosure of contractual obligations between intermediaries and undertakings, and disclosure of capital links).
· Conflicts of interest can be addressed by mandatory disclosure by distributors, including direct sales forces of insurance undertakings, of their status and role vis-à-vis the consumer and the insurance company (the so-called “business card solution”).
· Consumers should always be informed about the distributor’s specific role in the selling process. Therefore, the distributor should disclose whether he/she is acting as a broker, exclusive or multi-tied agent, or employee of an insurance undertaking to enable a consumer to understand whether the distributor is representing a consumer and providing his services independently and on the basis of fair analysis of the market, or if the distributor is acting for and on behalf of the insurance company and on the basis of an analysis of the products offered by the company.
· Member States should be allowed to maintain additional rules on conflicts of interest, adjusted to their national market’s specificities.
· If further steps are considered desirable at EU level, it should follow a minimum harmonisation approach and an appropriate solution would be to encourage mandatory, automatic transparency for intermediaries as to the form (fee/commission) and the source of their remuneration (insurance undertaking/policyholder), regardless of the type of insurance product. This has the advantage of ensuring the consumer is informed and aware at the pre-contractual stage of the particular form in which an intermediary is remunerated and by whom he/she is remunerated. This would be particularly important for independent advisers to address their dual role. It would also reflect the need for a level playing field, while remaining compatible with the differences between the various distribution channels.

	· With regard to remuneration disclosure issues concerning life, non-life and contingent commissions, and the ban on commission for independent advice for insurance PRIPs, participants during the TF meeting on 24 July expressed their support for following a minimum harmonisation approach, with the question of where to place the bar for the level of minimum harmonisation to be discussed further in taskforce meetings.
· [bookmark: _GoBack]This issue should also be looked at in light of the latest MiFID compromise amendments in the EP and the Ferber report (see SMC-DIS-12-059 and SMC-DIS-12-025).

	· 

	Disclosure of remuneration for insurance non-PRIPs (life)

	Recital 31, IMD2
Article 17(1), IMD2

	· Intermediaries subject to mandatory ‘full disclosure’ regime for the sale of life insurance products.

	· 
	· 
	· 

	Disclosure of contingent commissions
	Article 17(1)(g), IMD2

	· If the amount of the commission is based on the achievement of agreed targets or thresholds, the intermediary must disclose these targets or thresholds as well as the amounts payable on the achievement of them.
· Provision would apply for both life and non-life, without any transitional period.

	· 
	· 
	· 

	Ban on commission for independent advice for insurance PRIPs
	Article 24(5), IMD2
	· When advice is provided on an independent basis, the intermediary or undertaking must assess a sufficiently large number of products on the market, which should be diversified with regard to type and provider, and it must not receive fees, commissions or any monetary benefits from third parties. 

	· 
	· 
	· 

	Disclosure of payments made after conclusion of the contract

	Article 17(4), IMD2
	· If any payments are made by the customer after the conclusion of the insurance contract, the undertaking or intermediary shall also make disclosures for each such payment.

	· n/a
	· n/a
	· 

	Delegated acts
	Article 17(5), IMD2

	· EC is empowered to adopt delegated acts specifying appropriate criteria for determining how the remuneration of the intermediary shall be disclosed to the customer, for determining the basis of calculation of the fee or commission, and the steps intermediaries and undertakings might reasonably be expected to take to disclose their remuneration to the customer.

	· n/a
	· The provision in Art. 17(5)(b) allowing the EC to adopt delegated acts for determining the basis of calculation of the fee or commission implies that the EC will be able to define how employees/intermediaries will be remunerated. This may also contravene collective agreements/labour law. It is possible that this may be a typo in the text and that the EC intended to say “for determining how to disclose the basis…”, as it is drafted in Art. 17(5)(a).
· Reference in Art. 17(5)(c) to the steps intermediaries and undertakings might reasonably be expected to take to disclose their remuneration to the customer would appear to be a mistake in the wording, as there is no remuneration disclosure required of insurance undertakings.

	· 



