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1. Executive summary

German insurers support the objective of the Retail Investment Strategy (RIS) to
increase participation in capital markets. To achieve this the new framework needs
to provide easy access to regulated advice, streamline the advice process, make
customer information easier to understand and ensure that supervisory authorities
can identify outliers that do not provide value for money.

Although the current proposals by the European Parliament (hereinafter ‘the Par-
liament’) and the Council of the EU (hereinafter ‘the Council’) provide good ap-
proaches, they also contain provisions that run against the objective of increasing
the participation of retail investors in capital markets. In particular they run the risk
of increasing the length and complexity of the individual decision-making process
while at the same time increasing the bureaucratic burden on product manufactur-
ers and intermediaries.

The objective of the RIS can only be achieved if the co-legislators take a pragmatic
and balanced approach, particularly in terms of administrative, documentation and
reporting burdens. Given the European Commission (hereinafter ‘the Commis-
sion’) commitment to reduce reporting obligations for companies and administra-
tions by at least 25%, we call on the co-legislators to take a realistic and nuanced
approach that weighs up the costs and benefits of such requirements. In general,
the new regulations introduced by the RIS should be simplified, and the complexity
of the rules should be reduced. Clear rules are to be defined at level 1 and addi-
tional regulations at level 2 to be kept to a minimum. Member states need sufficient
time to transpose the new requirements into national law. Manufacturers also need
adequate time to apply the new rules. The start of all transposition and implemen-
tation deadlines should therefore be linked to the publication of the level 2
measures in the Official Journal.

In the trilogue it is essential to carefully examine where the proposed texts line up
with the stated objective of the RIS and where they don’t. This is particularly im-
portant for the design of the conditions under which products can be offered and
the conditions which inducement schemes should obey. Furthermore, German in-
surers would like to encourage a discussion on key issues, such as the avoidance
of new bureaucracy/ reduction of existing bureaucracy and information overload.
This is particularly important when discussing disclosure requirements.

The German insurance industry will strive to ensure that the further debate will be
dedicated to the chances that are presented by the RIS. For this purpose, we would
like to make the following suggestions.
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2. Bureaucracy

2.1 Reporting and Documentation

It is key to avoid additional bureaucracy in order to reduce costs borne by con-
sumers.

Regulation sets minimum standards, ensures fair competition, and promotes mu-
tual trust among market participants. At the same time, from the perspective of the
insurance industry, inadequate regulation is an obstacle to retail investment.
Therefore, we welcome the consensus in the Commission, the Parliament and
Member States that existing bureaucracy should be reassessed, and new bureau-
cracy should be avoided. In the following, we identify areas where we see the po-

tential for cutting red tape without lowering the level of consumer protection:

Topic Reference
Explanation on the compliance with inducement regulation Chapter 3.1
Internal list of all inducements Chapter 3.2
Keep records of the inducements test performed Chapter 3.2
Annual reports to the management body on the use of mar- Chapter 8
keting communications and strategies

Records of marketing communications Chapter 8
Annual Statement for existing contracts Chapter 5.1
Data reporting to supervisory authorities within POG Chapter 4.4

2.2 Redundancies and overlapping regulations

In the following, we identify areas where we see redundancies or overlaps in the
proposals of the Parliament and the Council. In these areas we see further poten-

tial for streamlining the legislation:

Topic Reference
POG-requirements for manufacturers and intermediaries Chapter 4.5
PRIIP-KID to be provided twice, Chapter 5.2
by the intermediary and manufacturer

Duplication of demands and needs assessment, Chapter 3.3
in Art. 20(1) IDD and 29a IDD-new

Overlapping reporting on the scale of cross-border business Chapter 9
Doubling consideration of inducements, Chapter 3.2

by considering within POG, transparency requirements and
‘inducement-test”

criterion b), e)
and f)

Overlapping of Art.17(3) IDD with “overarching principles” in Chapter 3.1
Art. 29a IDD-new

New standard for the report on the information from the suita- Chapter 6
bility and appropriateness assessment if the GDPR already

sets the standard.

Acceptance of training measures under IDD and MiFID I Chapter 10
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3. Inducements

German insurers welcome that co-legislators have decided against a general in-
ducement ban and in favour of maintaining the co-existence of remuneration sys-
tems in the distribution of insurance-based investment products (IBIPs). Beyond
that, it is encouraging that both, the Parliament as well as the Council, suggest
deleting the partial bans on inducements for sales without advice and execution-
only. Any ban on inducements reduces access to financial advice especially for
less affluent consumers. Nonetheless, the ban of inducements for independent ad-
vice is retained in the proposals of all three institutions. It is positive and important,
that the co-legislators expressed the need for a clarification for insurance interme-
diaries whose legal status qualifies them as independent but that are remunerated
with commissions.

The Commission's stated intention to gradually move towards a general ban on
inducements represents a significant cause for concern, particularly considering
the far-reaching level 2 empowerments and the review clause on inducements.

Moreover, all co-legislators’ proposals represent a stricter regulation of induce-
ments by creating a series of requirements. They all agree that the existing system
of "quality enhancement" (under MiFID II) and "non-detrimental-impact test" (under
IDD) should be replaced and standardized within a new "best-interest-test".

The Council includes "overarching principles" and an "inducement-test" in addition
to the “best-interest-test”. Adding two additional sets of criteria, reporting require-
ments etc. drastically increases the bureaucratic burden in the sales process (see
illustration below). It is evident that this results in increased compliance costs for
product manufacturers and distributors, which subsequently leads to an increase
in product prices.

Nevertheless, we support the Council's approach, as more granularity at level 1
would justify the deletion of all level 2 empowerments on inducements. However,
two things are important in this regard:

e The details of these new requirements would still need to be modified. In their
current wording do not fit to the commission-based renumeration system. We
provide suggestions for rewordings on the "overarching principles" (chapters
3.1) and the "inducement-test" (chapter 3.2).

o Duplications, overlaps and additional reporting should be avoided, aiming the
reduction of bureaucracy. We take up this point in the following chapters 3.1 to
3.3. as well as in chapter 2.
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The co-legislators can develop a feasible and less bureaucratic regulation of in-
ducements in two different ways.

Option 1: Using less granularity at level 1 by waiving the “overarching principles”
and the “inducement-test” and providing for more granularity at level 2 (delegated
act). However, the empowerment for a delegated regulation should be designed in
such a way that it does not de facto prohibit inducements. The proposed empow-
erment “to specify how to comply with the regulation” seems to be too far-reaching.

Option 2: Increasing the granularity of level 1 by introducing “overarching princi-
ples”, an additional “inducement-test”. Ideally, the criteria proposed in these two
texts would be transferred to the “best-interest-test” and supplemented by the cri-
teria set out in Article 8 of Delegated Regulation (EU) 2017/2359. Any level 2 em-
powerments relating to inducements could then be omitted.

Option 2 clearly is the preferred choice because it provides more legal certainty.
Level 2 empowerments always mean that the legal framework is only established
later, which delays the effectiveness of the measures. There is a significant and
inherent risk that companies implement the new rules in several stages, often not
being able to use their preparatory work, resulting in additional costs and effort.
Furthermore, Option 2 allows those applying the law to start implementation imme-
diately, with fewer outstanding issues. Finally, level 2 empowerments give the
Commission the final say on whether inducements are admissible. The Council
and Parliament could only raise objections during the scrutiny period, but their
scope for action to shape the requirements would remain limited.
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To guarantee legal certainty the level 1 text should precisely describe the con-
ditions under which inducements are allowed. Level 2 empowerments in relation
to inducements should be deleted in order to streamline the legislation and pre-
vent a de facto ban on inducements.

Regardless of whether the co-legislators opt for one of the proposed options or a
combination thereof, we respectfully recommend that they give due consideration
to the suggestions set forth in the following chapters 3.1 to 3.5.

3.1 Overarching principles

The Council proposed to introduce four general “overarching principles” to be re-
spected at all times and an additional “inducements-test” within Art. 29a No. 1 IDD-
new. Both are aimed at complying with the insurance distributor’s duty to act hon-

estly, fairly and professionally in the best interests of the consumer.

Principle a) — incentive to recommend a particular IBIP

We suggest amending principle a) to prevent legal uncertainty when it is read
together with Art. 17(3) IDD.

Legal uncertainty arises from the fact that it is not clear how the new Art. 29a (1)
principle a) relates to the already applicable Art. 17(3) IDD. The intention of both
requirements seems to be the same, but the wording is slightly different. The last
half sentence of Art. 17(3) IDD is missing in Art. 29a (1) IDD-new. It clarifies that
the insurance distributor ...”, could offer a different insurance product which would
better meet the customer’s needs.” This issue could be solved easily. Either by
deleting criterion a) from Art. 29a IDD-new, or by aligning Art. 29a IDD-new with
the wording of Art. 17(3) IDD by simply adding an “in accordance with Art. 17(3)
IDD”.

Principle b) & d) — benefits to consumers

We propose modifying Principles b) and d), to ensure compatibility with the pre-
vailing commission-based renumeration system.

The commission-based remuneration model has a number of significant systemic
advantages that the fee-based model does not offer. We therefore strongly support
the coexistence of both forms of remuneration and welcome the fact that the Coun-
cil and the Parliament have voted against a general ban on inducements.

Benefits of the commission-based remuneration system include, among others:

e easy access to advice for all consumers without the financial burden of a direct
fee to be paid for each individual advice session.

e advice is available regardless of the conclusion of a contract,

¢ multiple consultations are possible without having to pay for each individual
consultation,
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e advice and support are provided for the whole term of the contract,
e economically efficient provision of advisory infrastructure, bearing of costs ac-
cording to economic capacity.

That’s why the commission-based remuneration system is an important option es-
pecially for consumers with limited financial resources. Unlike other systems, it
eliminates direct charges for advisory costs, providing greater access to financial
advice for those who need it most.

Principle b) postulates that the level of inducements should be proportional to the
value of the product and service provided to the relevant consumer. Principle d)
states that inducements should not directly benefit the insurance intermediary or
insurance undertaking, its shareholders or employees without tangible benefit to
the customer. However, the commission-based distribution system provides value
to the collective of consumers. It is against the inherent logic of this system to break
down the systemic benefits of the commission-based advice system to the level of
one individual consumer. If costs were calculated in proportion to the service pro-
vided to the relevant customer, that advantage would be lost. The same is also
true of criterion d), which is linked to a specific customer's tangible benefit. The
legal text must make it unambiguously clear that the commission-system is still
permissible, even if it is not possible to quantify its benefits in relation to a single
individual customer or prospective customer.

The incompatibility of the wording proposed by the Council could easily be reme-
died by using a plural “s” in criteria b) and d) of the “overarching principles” and by
removing the word “tangible”:

b) "proportional to the ... product and ... service provided to the relevant consum-
ers"

d) "tangible benefit to the consumers".

Furthermore, we believe there is an opportunity to streamline legislation in this area
without reducing the granularity of Level 1 requirements. This is because, both
criteria must be considered in the POG-process (Art. 25 IDD). Costs and charges
must be justified, and the product must offer value for money. This makes the two
criteria within Art. 29a IDD-new redundant, as these considerations can be ensured
during the POG-process.

Principle c) — entities belonging to the same group

We see major overlaps between the Council’s proposal on the overarching princi-
ple c) in Art. 29a IDD-new and the already applicable Art. 17(3) IDD. The latter
already prohibits insurance distributors to make any arrangement that could pro-
vide an incentive to recommend a particular insurance product to a consumer when
the insurance distributor could offer a different insurance product which would bet-
ter meet the consumers’ needs.

Since it is duplicating existing law, it is dispensable deleting principle c) from Art.
29a IDD-new would help to streamline legislation. Alternatively, the case described
in principal ¢) could be added to criterion a) of the overarching principals as an
example if principal a) is maintained.
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Explanation of compliance with “overarching principles”

The obligation to explain how intermediaries and undertakings comply with
“overarching principles” is a bureaucratic burden without any benefit. Therefore,
we suggest removing this obligation.

The Council’s proposal states that intermediaries and undertakings must explain
how they comply with the overarching principles (Art. 29a No. 1 IDD-new). This
article does not specify to whom such explanation is addressed. Recital 6a indi-
cates that this might be competent authorities, but there is no certainty. In any
case, it is not the role of consumers to check compliance.

As any business inside the EU must comply with applicable laws there is no need
for an explicit explanation. Art. 28(2) IDD and Art. 7 of Delegated Regulation (EU)
2017/2359 require insurance intermediaries and insurance undertakings to keep a
record of situations, which could result in compliance issues.

There is no added value in an explanation about compliance but added bureau-
cracy. We therefore recommend removing this obligation.

3.2 Inducement-test

The “inducement-test”, as proposed by the Council in Art. 29a No. 2a IDD-new,
represents a considerable increase in granularity of the requirements at level 1.
The introduction of such details at level 1 allows for the omission of further level 2
empowerments. In light of this approach, we would like to provide comments and
suggestions on the following criteria in the “inducement-test”:

Criterion c¢) — mechanism to reclaim inducement in nominal value

We recommend clarifying criterion c) to ensure that established reclaiming sys-
tems are considered suitable to fulfil criterion c). Three issues would have to be
addressed: the undefined time of "early stage", the full nominal value instead of
a proportional value based on the duration the contract has already been run-
ning, the sanction of non-compliance with reclaiming all inducements indifferent
of the status of the contracts.

Reclaiming mechanisms are already commonplace in the insurance sector. In Ger-
many cancellation liability periods of five years are legally required for IBIPs with
ongoing premium. However, there is a major difference between this established
system and the Council's proposals. Commission must be repaid pro rata depend-
ing on when the contract is cancelled. For example, with a liability period of five
years and cancellation after 2.5 years, half of the commission would have to be
repaid. The reason for the limitation is obvious: customers often cancel due to
changes in their life circumstances, such as unemployment or divorce. This is not
the intermediary's responsibility.
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The German system has proven an effective. At least we recommend clarifying
criterion c) to ensure that established reclaiming systems, such as the German
system, are considered suitable to fulfil criterion c).

Criterion d) — volume-based sales targets

Given the existing requirements set out in the IDD, as well as voluntary industry
initiatives such as the Code of Conduct for distribution of the GDV and the pro-
posed introduction of new rules on value for money and a new "best-interest-test"
there is no need to prohibit the use of sales targets. Such targets do not inherently
create detrimental conflicts of interest. Rather, it depends on the overall rules gov-
erning the advice process whether or not a conflict of interest may arise from them.
Therefore, an overall assessment of all risk-increasing and decreasing factors
must currently be carried out in accordance with Art. 8 of Delegated Regulation
(EU)2017/2359. This requirement has proven its worth.

Higher sales remuneration can be justified from an economic point of view. Inter-
mediaries who process certain transactions more frequently or deal with higher
volumes have a higher level of professionalism and offer a greater range of ser-
vices than those who only occasionally arrange transactions. Experienced inter-
mediaries take work off the insurer's hands, which the insurer in turn remunerates.
Conversely, intermediaries who sell a product less frequently will need more sup-
port from the insurer. It must remain possible, to remunerate the services accord-
ingly. That's why volume- or value-based sales targets are common practice in
many industries. A prohibition would represent a serious infringement of the free-
dom to design employment and remuneration contracts. Criterion d) should there-
fore be deleted.

If the co-legislators nonetheless decide to introduce this criterion, it should be
made clear that volume-based sales targets and value accelerators remain per-
missible as long as they are not aimed at pushing a specific product or a specific
tariff. Sales targets within a remuneration system that take into account qualitative
and quantitative factors should remain permissible.

Criterion b) — overlapping obligations to demonstrate that the inducement
was taken into account during the POG-process

This criterion is overlapping with the existing obligations under Art. 25 IDD, espe-
cially with the distributor’s obligation to identify and quantify any further costs and
charges, in particular distribution costs, that are not already taken into account in
the calculation of total costs and charges by the manufacturer. Moreover, all costs
need to be justified and proportional according to Art. 25(5) IDD-new. We would
assume that the wording “all costs” would include inducements. After all, induce-
ments must be considered under Art. 25 within the POG-process. This criterion
should be removed from Art. 29a (1) IDD-new to streamline regulation.
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Criterion e) and f) — overlapping with disclosure requirements and POG

Criterion e) states that the inducement is based on a clear, comprehensible and
transparent calculation method. Criterion f) states that the inducement can be iden-
tified separately from other fees, commissions, or non-monetary benefits (such as
fees relating to services for other customers) and payments or benefits which are
necessary for the provision of services.

Both criteria overlap with the requirements of Art. 25 and Art. 29(1) IDD, which deal
with product calculation and disclosure requirements. Criterion f) has been in-
cluded threefold within the Council’'s proposals as the same is required under
Art. 29(1), Art. 29a (2a.) lit. (f) and Art. 29a (2b) IDD-new.

The criteria for admissibility or prohibition of an inducement should be separated
from the inducement’s disclosure. Art. 29a (2a.) lit. (f) and Art. 29a (2b) IDD-new
should therefore be deleted. The disclosure of inducements is and should be reg-
ulated in Art. 29(1) IDD-new. We will make specific proposals on this in section 3.5.

At the same time the already applicable POG regulation (Art. 25 IDD) provide for
the products offering value for money. This includes the costs of inducements.
Linking the admissibility of inducements to the pre-condition of itemising them sep-
arately does not add value.

Inducements, and any potential conflicts of interest that may arise from them, are
to be disclosed in accordance with Art. 29(1) IDD. The issue of appropriate costs
is addressed within Art. 25 IDD on POG.

Addressing the same within the provisions on inducements is duplicative, hence
Art. 29a (2a.) lit. (f) and Art 29a (2b) IDD-new should be deleted.

Internal list of all inducements and record keeping of the results of the “in-
ducement-test”

The Council proposes (in Art. 29a IDD-new) to require insurance intermediaries
and undertakings to keep an internal list of all inducements paid or accepted and
retained as well as keeping records of the results of the “inducement-test” per-
formed on each individual inducement or inducement scheme. This is an adminis-
trative burden without any benefit to consumers. It clearly contradicts the aim of
reducing bureaucracy. Furthermore, the requirement to keep an internal list of in-
ducements creates redundancies with Art. 28(2) IDD and Art. 7 of Delegated Reg-
ulation 2017/2359.

Accounting regulations stipulate that payments must be traceable. If necessary,
concrete information on any payment can be looked up. Supervisors have right
and the tools for further investigations. Upon their request all kinds of lists can be
created for any purpose at any time. A general obligation to keep lists and records
seems excessive. It causes costs and does not benefit consumers.
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3.3 Best-interest-test

Criterion a) — offering an appropriate range of products

We suggest considering the following aspects of the Parliament’s and Council
position on criterion a) “appropriate range”:

- refer to investment products “or” underlying investment “options”;

- reflect the business model of the insurance undertaking or insurance interme-
diary;

- allow criteria to be met by offering products from one or more manufacturers
including tied agents offering one single IBIP with multiple underlying investment
options.

We consider the amendments proposed by the Parliament to be important, namely
that criterion a) concerns insurance-based investment products “or” underlying in-
vestment “options”.

The same applies to the addition, that the business model (for instance of tied-
agents within exclusive partnerships) shall be reflected when considering the ap-
propriate range of products. A section of the Commission’s Q&As published by the
Commission together with the legislative proposal also addresses this issue. It
states:

“The appropriate range of products can also be met by tied agents, if the advice
on an appropriate range of products is ensured through products from one manu-
facturer. In such a case, clients need to be informed in line with applicable require-
ments.”

The Council's wording clearly intends to allow that requirement a) can be met by
offering one single insurance-based investment product if it provides multiple un-
derlying investment options (MOP). Hence, we would assume that co-legislators
agree on this point. The best compromise would be a wording that takes into ac-
count all the specifics on criterion a) mentioned above.

Criterion b) — recommending the most “cost efficient” vs most “efficient”
product

We suggest following the approach taken by the Parliament, to consider pro-
ducts holistically and avoid a one-sided focus only on costs.

Focusing mainly on the costs bears the risk that competition will be based exclu-
sively on price. This would mean that other aspects that are inherent to insurance
products and that are important to consumers are being neglected. These aspects
include safety, quality of business processes, financial strength of the product pro-
vider as well as sustainability issues. It is therefore important that criterion b) does
not focus exclusively on costs. After all, more factors than only costs are important
for good decisions. Both the Parliament and the Council recognize this and pro-
pose improvements to the Commission’s wording. We support this.
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The Parliament’s proposal addresses this issue best by deleting the word “cost”
from “cost-efficiency”. This expresses that the aim is to find products that effectively
meet the demands and needs of consumers. That includes cost aspects. The
Council’s proposal has a clarifying half-sentence, which is inserted to indicate that
also “other factors” should be considered when assessing “cost-efficiency”. We
consider the Parliament’s proposal to better reflect the concerns expressed by both
co-legislators.

Criterion ¢) — recommending a product without “additional features”

We support the deletion of Criterion c) as proposed by both, the Parliament and
the Council.

We very much appreciate that both the Parliament and the Council suggest the
deletion of the criterion c) initially proposed by the Commission.

This requirement would be inconsistent with the principle set out in Art. 20(1) IDD
requiring that any contract proposed shall be consistent with the customer’s insur-
ance demands and needs. In addition, the criterion entails the risk of systematically
discriminating insurance products, especially if core elements of the insurance
product (e.g. biometric cover, contractual guarantees) are seen as “additional fea-
tures”.

Criterion d) — assessment of demands and needs

We recommend deleting Criterion d) as it is generally appropriate but duplicates
Art. 20(1) IDD. Thus, it would be dispensable within the “best-interest-test”.

We consider it to be right and sensible that the consumer’'s demands and needs
must be obtained. Only products that meet the demands and needs of consumers
are allowed to be recommended. However, it is sufficient to anchor this once in the
legal text. Art 29a (1) lit. d) IDD-new is dispensable because of redundancy with
Art. 20(1) IDD and should thus be deleted.

We believe that an exemption for cases in which inducements are already pro-
hibited seems appropriate.

We consider the exemption for cases in which inducements are prohibited, as pro-
posed by the Parliament (Art. 26a No.1c), to be a useful one.

3.4 Review-clause

We agree with the co-legislators that the deadline for the evaluation should be
extended. The most apt proposal is an extension to 5 years from the publication
of all level 2 measures. We believe that it would be beneficial to provide more
detailed guidelines on the indicators and methods that the Commission may
consider to determine whether additional measures are necessary.
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We support the co-legislators’ suggestions to extend the deadline for the evalua-
tion to 5 years. A logical improvement would be to refer to the completion of the
legal framework — the publication of all level 2 measures — rather than the entry
into force of the amending directive. This approach is taken in the Parliament’s
proposal (see recital 9). It was also proposed by the Parliament and the Commis-
sion about the application deadline. Experience shows, a dynamic deadline would
be better than a fixed one. A legal framework can only unfold its effect once level
1 and 2 measures have been fully implemented. EIOPA stated in its IDD applica-
tion Report that there were still “limitations in terms of evidence and experience on
the application of the IDD’ (see executive summary, page 3). The level 2 measures
on IDD were implemented in the end of 2017. 5 years passed between this EIOPA
report and the publication of the Delegated Regulations under IDD.

The Parliament proposes to extend the scope of the review clause (Art. 16a No.
13 IDD-new). We support this idea and recommend considering the following sub-
jects: POG-requirements, inducements, evolution of costs, level of retail invest-
ments, consumer protection and implementation of financial literacy measures.

Furthermore, in Art. 29a (1c) the Parliament proposes a mandatory peer review
performed by EIOPA regarding the implementation of the “best-interest-test”. This
peer-review is dispensable if all obligations on inducements are reviewed by the
Commission. EIOPA would be consulted within this review, anyway.

However, it remains unclear which indicators and methods the Commission will
use to decide whether further measures — up to a full ban on inducements — should
be introduced. This remains a cause for major concern because of the Commis-
sion's stated intention to gradually move towards a general ban on inducements.

3.5 Disclosure of inducements / third-party-payment

For legal clarity and to streamline the requirements, co-legislators should con-
sider to only oblige one party to disclose third-party payments (or inducements)
instead of obliging both, payer and receiver. We propose to oblige the receiving
party as this is where potential conflicts of interests could arise.

German insurers support transparency. Art. 28 IDD requires insurance intermedi-
aries and insurance undertakings to disclose any potential conflicts of interest. The
additional value of the disclosure of all inducements is therefore limited and should
be evaluated carefully. Experience shows that the information relevant to the cus-
tomer's decision is, in particular, the price and performance of the product. When
it comes to clarifying inducements, these could be presented in the PRIIPs KID as
a ‘breakdown’ of entry costs and ongoing costs (see chapter 4.5). Distributors
could rely on the manufacturers’ PRIIP disclosures where no additional costs,
charges, or other fees are added, and all costs are already included in the product
calculation (which is the most common case). A different cost disclosure would
only be necessary if additional costs are incurred or if the costs are unknown ex
ante. Notwithstanding this, consumers should be made aware of their right to re-
quest a more granular itemised breakdown of the cost information, as proposed by
the Council and the Parliament [within Art. 29(1) IDD-new]. A positive and im-
portant aspect is that both, the Parliament and the Council, proposed a clarification
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for cases where costs cannot be ascertained at the pre-contractual stage, provid-
ing for the possibility to disclose the method of calculating. We suggest using the
Council’s wording.

The Parliament, Council and Commission agree on the need of the disclosure of
inducements. To avoid redundancies and reduce compliance costs, the legal text
should specify who is obliged to disclose third-party payments/inducements. The
apparent inconsistency in the designation of the obligated party is a problem with
the current proposals. The legal text seems to switch randomly between the cate-
gories of "intermediary", "insurer" and "insurance undertaking distributing insur-
ance products”. It would make sense to impose the obligation on those who receive
such payments, as potential conflicts of interest may arise there. This could also
counteract information overload and possible irritation on the part of consumers.

As they would only receive the information once and not twice.
4. Value for Money

German insurers support the explicit clarification at level 1 that insurance-based
investment products should offer value for money and that supervisory authorities
are encouraged to use their powers to identify and investigate potential outliers.
However, the extent to which this succeeds depends not only on what additional
regulation is created, but also on how the supervisory authority uses its existing
respectively expanded powers in practice. A lack of supervisory action cannot be
replaced by more and more detailed regulation; both aspects must be in balance.
The Parliament and the Council broadly agree on the principles of such a system.
Both include the clarification that costs must be justified and proportionate. Fur-
thermore, both include the concepts of supervisory benchmarks and peer group-
ing. This approach supports an efficient supervisory system. Nonetheless, the co-
legislators’ proposals differ in key details which merit careful consideration. We
believe that the trilogue should be used to streamline the proposed Value for
Money system in four key aspects:

o Clear rejection of price regulation at level 2.

e Only products that deviate significantly from the average should be considered
outliers.

¢ National supervisory benchmarks for purely national products / European
benchmarks only for cross-border products.

e Practical peer-grouping concept with a possibility to apply benchmarks instead.

4.1 Clear rejection of price regulation at level 2

To avoid detailed regulation of pricing processes and price control at level 2, we
suggest to follow the Parliament’s proposal to delete such empowerments.

We welcome the consensus between the Parliament and the Council that the new
provisions are not intended as price regulation [Recitals 13a IDD-new (Council),
13aa IDD-new (Parliament)]. The setting of prices should be left to the market.
Most importantly however, this notion should be reflected in the new provisions
themselves.
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The abstract legal terms of “justified” and “proportionate” could potentially be used
at level 2 to regulate pricing processes in extreme detail. The Council and the Par-
liament have recognised this point and have suggested remedies. The Parliament
suggests deleting the mandate for level 2 on this point altogether and replace it
with a call for EIOPA Guidelines. The Council only proposes to delete the explicit
call on the Commission to develop criteria on “justified and proportionate cost”
[Art. 25(9) IDD-new]. This, however, would not be sufficient since the general em-
powerment for level 2 would remain. Therefore, we support the Parliament’s pro-
posal on Art. 25(9) IDD-new to delete mandate for level 2 on this.

In this context, we also support the Parliament’s proposal to further clarify the no-
tion of “justified costs” at level 1 by relating them to the costs actually incurred in
manufacturing, administering, and distributing the product [Art. 25(1) IDD-new].
This clarification will increase legal certainty and reduce the need for further guid-
ance. The amending Directive should also clarify that the justification of costs must
also consider the requirements of the Solvency Il Directive (Art. 209). It requires
life insurers to charge premiums that are sufficient to ensure that all commitments
can be met for the entire pool of insureds. Insurers must therefore perform a pru-
dent prospective calculation of the risks and costs of their products over the lifetime
of products. Insurance contracts have pre-agreed costs that must be set with suf-
ficient robustness to remain valid for years or decades. Customers will later benefit
from the cost surpluses of the insurer. This is a crucial difference between insur-
ance and pure investment products. The latter can adjust costs over the holding
period and do not provide reimbursement of surpluses to customers.

4.2 Ildentification of outliers

We support the Council’'s notion to consider only products that deviate signifi-
cantly from the average as outliers.

We welcome the agreement of the Council and the Parliament on the purpose of
the benchmarks, which is to identify outliers.

In this respect, we support the clear statement in the Council’s proposal that both
benchmarks and peer groups should allow for the identification of products that are
at a ‘significant distance’ from the average of the respective cluster [Art. 25(7) of
the Council proposal]. This provides a clear definition of outliers and prevents a
perpetual downward spiral. We also welcome the clarification in the Council pro-
posal that IBIPs should be compared with other IBIPs with similar characteristics
including, where relevant, the product type, similar levels of risk, guarantees, strat-
egy, objectives, range of recommended holding periods, sustainability features,
premium frequency and biometric risk coverage [see Art. 25(1) IDD-new].
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4.3 Supervisory Benchmarks

We welcome the co-legislator’s inclusion of National Benchmarks. These are
essential for purely national products.

We strongly support the idea put forward by both, the Council and of the Parliament
on the need for national benchmarks to supplement or in some cases replace the
common EU benchmarks. In case of IBIPs this is crucial because of the heteroge-
neity of the various markets. IBIPs are much more diverse in the design than pure
investment products. While the Council and the Parliament agree on the concept
of national benchmarks, the details of the two proposals differ. In the interests of
practicability and of legal certainty, we suggest the following key considerations for
a possible compromise:

o While we agree that national benchmarks should only be envisaged in cases
without cross-border context, the restrictions should not impede their use alto-
gether. Therefore, we support the criterion proposed by the Parliament, to limit
the use of national benchmarks to cases where the product is manufactured
and distributed in just one Member State [Art. 12a (1) IDD-new of the Parlia-
ment proposal]. Such benchmarks could be needed to ensure the protection of
consumers. However, to avoid legal uncertainty, the wording should clarify that
the applicability refers to a specific product and not to a product type. Limiting
the applicability to cases where a type of product is only manufactured and
distributed in one Member State would bring about unnecessary practical ob-
stacles. It would be almost impossible for national supervisory authorities to
reliably judge whether there may be products of a similar type in other Member
States.

e Furthermore, restricting the use of national benchmarks to cases where na-
tional specificities can be demonstrated, as proposed by the Council, would
severely limit their practicability [Art. 25(8b) IDD-new of the Council’s proposal].
In order to avoid legal uncertainty relating to the term “national specificities”,
this requirement should be deleted.

o The possibility to resort to national benchmarks should not be limited to juris-
dictions where such benchmarks have been developed before 1 July 2024. The
Council’s proposal on this point should be deleted [Art. 25(8b) IDD-new of the
Council proposal]. In many cases, the necessity of national benchmarks as an
alternative to EU benchmarks will probably become apparent only after EU
benchmarks have been developed. Similarly, the continued use of national
benchmarks should not depend on the continued proof that national specifici-
ties remain.

If, despite the suggestions above, the co-legislators decide that national bench-
marks will be applicable only in exceptional cases and that EU benchmarks will be
decisive also in purely national contexts, the following suggestions should be con-
sidered: EU benchmarks should be general at European level — based on available
data — and complemented by more specific national parameters. The IBIPs land-
scape is too diverse to allow for a one-size-fits-all approach at EU level. In Ger-
many alone one would at least have to differentiate between different risk catego-
ries, terms, sustainability criteria, guarantee levels, inclusion of the protection of
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biometric data, and the existence of a decumulation phase. Therefore, national
supervisors should be allowed to refine EU benchmarks if they consider it relevant
to ensure better consumer protection through tailored benchmarks.

4.4 Peer Grouping

We caution against overly detailed regulation of peer-grouping as it would curtail
peer grouping’s very own objective. Moreover, it would be beneficial if manufac-
turers would have the possibility to opt for benchmarks.

We support the general idea underlying the notion of peer-grouping, which is that
the manufacturer is best-placed to perform the market comparison for a particular
product in a product development process. By contrast, benchmarks as a means
of market comparison — especially benchmarks at EU level — will always remain
relatively crude since they cannot take account of the individual product and its
characteristics. However, the Councils’ proposal for a mandatory EIOPA database
for the purpose of peer-grouping is curtailing the whole peer-grouping concept. The
idea behind the peer-grouping concept is, to enable manufacturers to perform their
own comparisons. The mandatory use of an EIOPA database in conjunction with
detailed specifications on the methodology of the peer-grouping at level 2 would
run counter to that. Thia might result in a situation where the peer-grouping and
the benchmarks are de facto identical. Therefore, we support the Parliament’s pro-
posal, which provides the more flexible approach, according to which the manu-
facturers develop their own relevant peer-groups, assisted by EIOPA Guidelines.

Without prejudice to the above comments, we support the Council’'s proposal to
allow manufacturers to opt for a comparison with the relevant benchmark in order
to save the costs and effort of the peer-grouping. This may be relevant especially
for smaller or medium sized insurers. It should be furthermore clarified that if na-
tional benchmarks apply for a certain product, national and not EU benchmarks
are allowed to be used instead of peer grouping.

Furthermore, it is important to clarify that the peer-grouping is performed at a purely
national level for products which are only distributed in one Member State. In this
case, EU-wide peer-grouping would be futile due to the heterogeneity of the differ-
ent markets.

4.5 Data reporting to supervisory authorities within POG

Rather than introducing new reporting requirements, we suggest the use of ex-
isting information wherever possible.

It is important that the new provisions on value for money are in line with the de-
clared objective of all parties to the trilogue to reduce reporting and bureaucracy
as much as possible. In this respect we welcome the consensus between the
Council and the Parliament that EIOPA should primarily use data sources which
are already available for the purposes of establishing EU benchmarks. The data
required to produce benchmarks is largely available in the European Single Access
Point (ESAP). It can also be supplemented with data from reporting required under
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Solvency Il. By way of example the template of S.14.01 contains product level in-
formation e.g. total amount of commissions paid during the year (C0071 —S.14.01)
or surrender value (C0200 — S.14.01) etc.

However, both the Council’s proposal and Parliament’s proposal omit the fact that
the database which is currently created in accordance with Regulation (EU)
2023/2859 (ESAP) will precisely serve this purpose. The ESAP will include nearly
all information compiled in the PRIIP-KID of all products. A reference to ESAP
would be preferable to the introduction of new reporting requirements for the fol-
lowing reasons:

e The PRIIP-KID which will be available in the ESAP contain extensive data on
performance, costs and “additional features” of the products. In particular, the
PRIIP-KID includes all costs of the product including distribution costs.

¢ If a particular point of information which is essential for establishing the bench-
mark is not yet included in the KID, the ESA have the mandate under the
PRIIPs Regulation to amend the PRIIP RTS accordingly in order to include
them and propose a more granular breakdown of costs. This might be the case
for a further breakdown of distribution costs including inducements.

e The information in the PRIIP-KID is standardised and designed to facilitate
comparisons between products. In this point the PRIIP-KID differs from the in-
formation under Art. 29 IDD which is put forward by the Parliament’s proposal
as basis for reporting. The information provided under Art. 29 IDD is personal-
ized for a particular consumer and, therefore, less suitable for comparison at
an abstract product level.

¢ All information in the PRIIP-KID will be publicly available in electronically read-
able format under Regulation (EU) 2023/2859 (ESAP).

e The benchmarks will be developed based on a methodology which is con-
sistent with the information received by the consumers themselves.

¢ No additional reporting requirements would be necessary. Nor would EIOPA
need to establish a whole new database at significant extra costs for manufac-
turers or the public purse. Furthermore, no level 2 or 3 would be required. Sub-
stantial bureaucracy would be avoided.

In view of the shared objective of reducing the reporting burden and avoiding new
bureaucracy, we suggest including a reference to ESAP in Art. 25 IDD, instead of
new reporting requirements.

It would be beneficial to avoid unnecessary duplicative POG assessments by
intermediaries where there is no clear necessity for them. We therefore recom-
mend limiting these to where additional costs are charged at the point of sale,
which have not already been taken into account by the manufacturer.

We appreciate the efforts made by the Council and the Parliament to avoid a situation
where intermediaries must perform the same assessment which has already been
performed by the manufacturer [Art. 25(5) of the Council’s proposal and Art. 25(5a) of
the Parliament’s proposal]. However, neither the Parliament’s nor the Council’s texts
are unambiguous. Therefore, we propose adding a clarification, which clearly states
that intermediaries are only required to duplicate POG-processes already performed
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by the manufacturer, if additional costs are charged at the point of sale which have not
already been taken into account by the manufacturer [within Art. 25(5) lit. (¢) Council’s
proposal or Art. 25(5a) lit. (c) Parliament’s proposall.

With regard to the requirements on peer-grouping, we welcome the consensus
between the Council and the Parliament to avoid identical requirements on both,
manufacturers and intermediaries. But while the Council’s approach is straightfor-
ward in requiring only manufacturers to perform the peer-grouping, the Parlia-
ment’s approach is more complicated. The Parliament proposes that both manu-
facturers and intermediaries should be required to perform the peer-grouping, but
intermediaries should be allowed to rely on the assessment of the manufacturer.
Of the two approaches, we are in favour of the Council’s proposal since it avoids
the legal uncertainties of the Parliament’s approach while achieving the same ob-
jective. Obliging intermediaries to conduct peer-grouping should be an exceptional
case. This should explicitly be limited to cases where additional costs are charged
at the point of sale, which have not already been taken into account by the manu-
facturer.

We suggest to streamline requirements on POG by avoiding requirements with-
out added benefit.

The Parliament proposes that the procedures under Art. 25 IDD-new should in-
clude inter alia an assessment ‘whether the product allows the target market to (a)
smoothly manage short-term finances to meet short-term needs; (b) absorb eco-
nomic shocks; or (c) reach future long-term goals’ (paragraph 1). This requirement
is highly unclear and therefore would present legal questions without actually of-
fering added value to consumers. Art. 25(1) (b) and (c) IDD already require a clear
identification of the target market's objectives and needs and an assessment of
whether the insurance product is designed appropriately to meet the target mar-
ket's objectives and needs.

The requirement merely duplicates the assessments made in accordance with Art.
25 IDD. Under Art. 25 IDD, the manufacturer must identify the needs and objec-
tives of the target market. These needs and objectives must then be met by the
product. E.g., if the target market wishes for the product to reach long-term goals,
then this is the basis for the assessment under POG. The amendment proposed
by the Parliament would require manufacturers to additionally classify all custom-
ers into one of the three artificial categories. This exercise has no apparent added
benefit. We would, therefore, suggest rejecting this amendment.

But if the requirement is maintained in the final text, it should at least be limited to
IBIPs since it is clearly unsuitable for other types of insurance products. This would
also be in line with the origin of the provision which was derived from the MiFID Il
framework.
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5. Information provided to consumers

5.1 Annual Statement

To ensure clarity for consumers with long-term contracts and to reduce the bu-
reaucratic burden, we propose that new provisions on the annual statement
should only be applied to new contracts.

As part of the legislative process to implement the EU's retail investment strategy,
customers will receive a new annual statement. We welcome the clarification in the
Parliament’s proposal that where sufficient information is not available to draw up
the new annual statement, this requirement shall not apply [see Art. 29(3) IDD-new
at the end].

More important than the availability of data for the manufacturers, however, is the
continuity of annual information for existing customers. Approximately 42 million
German customers currently receive the annual statement under Art. 185(5) of the
Solvency Il Directive. The purpose of the annual information is twofold:

First, the annual information should enable customers to compare the development
with the information and projections provided pre-contractually. For this purpose,
the annual information currently provided under Solvency Il is aligned with the pre-
contractual information provided under Solvency Il under the respective national
regimes.

Second, the annual information should allow customers to monitor the develop-
ment of their contract and their benefits over the years by comparing the annual
statements. Both objectives would be disrupted by the introduction of completely
new annual information for existing contracts. Therefore, it should be ensured that
existing customers continue to receive their familiar annual information instead of
the new one. Consistency for customers in this case, outweighs possible benefits
of the new annual information.

As regards the shared objective of the co-legislators to avoid unnecessary bureau-
cratic burden, the implications of introducing a detailed annual statement for mil-
lions of existing contracts should be considered. In many points, the necessary
data would have to be reconstructed manually for decades into the past. Insurance
contracts in Germany often have terms of 30 years or more. They originate from a
time when storage in IT was still very expensive, and data were stored very spar-
ingly. Considering that existing policyholders already receive annual information in
accordance with Art. 185(5) Solvency Il Directive, such a far-reaching requirement
would be disproportionate.

The co-legislators should keep in mind that one of the objectives of the Retail in-
vestment strategy is to provide retail investors with cost-effective products. Addi-
tional requirements which provide little benefit to retail investors at high costs
should be avoided.
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If the proposal by the Parliament is not followed, it would be necessary to at least
establish a clear approach at level 1 for the event that a provider does not have
the historic data of a contract. In addition, longer implementation periods of at least
36 months would be required since the implementation would be very complex.

5.2 PRIIPs Regulation

The Parliament and the Council made different additions to the PRIIP-KID. It
should be kept in mind that PRIIPs should remain a short concise key document
that enables retail investors to compare different products. The PRIIP-KID is not
meant to be an all-round tool, since consumers are provided with personalised
information within the scope of the pre-contractual IDD information. In addition, it
needs to be ensured that the content of the PRIIP-KID does not contradict the
customer information according to the IDD.

Performance scenarios

Our view is that Forward-looking performance scenarios are a better indicator
than Past Performance.

In Art. 8(3) lit. d) PRIIPs Regulation a proposal for performance information is pro-
vided. The Parliament has proposed that forward-looking performance scenarios
should be used as standard for the majority of the products. However, in limited
cases where forward-looking performance scenarios are misleading, past perfor-
mance should be used. On the same point the Council has proposed that forward-
looking performance scenarios should be used for all PRIIPs and should only be
combined with past performance where relevant.

Forward-looking performance scenarios should be used for all products. They
show consumers that the returns depend on the market developments and indicate
a range of possible returns. Moreover, using forward-looking performance scenar-
ios for all PRIIPs will ensure that comparability of different PRIIP-KIDs is main-
tained.

Real-time calculations in the PRIIPs KID

We suggest avoiding technical problems arising from real-time calculations in
the PRIIPs KID by following the Parliament’s proposals such as to introduce a
static tool to compare investment options.

We explicitly welcome the decision of the Commission to refrain from including
past performance in the PRIIP-KID. It is widely acknowledged that this information
is misleading for the purpose of understanding the future evolution and risks of
investment products. The wording proposal of the Council is more suitable than
the wording by the Parliament since it includes forward-looking performance sce-
narios for all products.

German Insurers welcome that the co-legislators have spoken out in favour of re-
taining the possibility to provide a generic KID for Multi-Option Products (MOPs) in
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Art. 6(3) PRIIPs Regulation. However, both co-legislators foresee that MOPs man-
ufacturers must also provide a tool to facilitate the comparison of the underlying
investment options.

The Council proposed that this tool should allow for calculations of costs, risks, and
performance for a PRIIP given a specific combination of investment options. This
would entail extensive and mathematically highly complex real-time calculations
on the website of the manufacturers to create a PRIIP-KID (running up to 10.000
simulations). These take some time and cannot be performed in real time. The
current PRIIPs RTS require the performance scenarios in the PRIIP-KID to be cal-
culated in this way. The costs of the products as well as the risk indicator are also
derived from these calculations. Requiring the manufacturer to create a tool that
allows comparing different investment options in real-time pursuant to Art. 6(2)
lit. a) draft PRIIPs Regulation would inevitably result in a customisation of the
PRIIP-KID and a massive increase of effort. This also contradicts the core aim of
the PRIIP-KID to provide a comparison of highly standardised product settings that
do not reflect individual choices.

Problems arising from these technical constraints can be avoided by following the
Parliament’s suggestion as this proposal allows for a generic PRIIP-KID for MOPs
and a static tool to compare the investment options that does not entail real-time
calculations on the website of the manufacturers. Additionally, the total costs for a
choice of underlying investment options could be provided if the costs can be cal-
culated using a simplified approach. As a minimum, significant simplifications of
the provisions on calculation methods for the tool would be a necessary precondi-
tion.

Finally, a clear warning is necessary to highlight the approximate nature of such
calculations.

Sustainability information

We recommend to modify the text so that sustainability information can be pro-
vided in accordance with IDD.

The Parliament’s and Council’s proposals add a new section on sustainability [Art.
8(3) PRIIPs Regulation]. Unfortunately, both proposals contain technical errors.

The Parliament proposes as title of the section “How environmentally sustainable
is this product?”. It is misleading to reduce an entire product's sustainability ambi-
tion to the minimum proportion of environmentally sustainable investments. It also
creates inconsistencies between the PRIIP-KID and the SFDR disclosures. For
example: The Parliament proposed to disclose information, that is not mandatory
under the SFDR such as the greenhouse gas emission intensity on product-level
[Art. 8(3) point (ca) of the PRIIPs Regulation].

The Council’'s proposal contains a similar error. Although the title has been
adapted, the only disclosure required is the share of taxonomy alignment [Art. 8(3)
lit. (ga) PRIIPs Regulation]. Just like the Parliament’s proposal, this wording also
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reduces the sustainability of a product to a single characteristic, namely its taxon-
omy alignment. Currently, the disclosed average share of Taxonomy-alignment of
IBIPs and pension products is only between 0% and 6 % and is therefore in its
singularity not suitable to reflect the sustainability ambition of the product (see
EIOPA Report from 4 June 2024, page 26; EIOPA-B0S-24-159).

The information in the PRIIP-KID should be consistent with the criteria on the con-
sumer’s sustainability preferences under the IDD and MiFID Il, which would also
be consistent with the SFDR. Care must be taken to ensure that the information
under the SFDR and the PRIIPs Regulation do not duplicate or overlap. We there-
fore see merit in requiring the information that is already described in detail in the
SFDR-Template, i.e. (i) the minimum proportion of environmentally sustainable in-
vestments, (ii) the minimum proportion of sustainable investments and (iii) consid-
eration of PAI, perhaps with a hyperlink to the pre-contractual SFDR template for
detailed information.

However, we support the Council’s approach, which is more concise as it respects
the nature of the KID as a short key information document.

PRIIPs online EU comparator

A PRIIPs online EU comparator would not add value to consumers. Therefore,
we recommend waiving this proposal.

The Parliament proposes to introduce a PRIIPs online comparator to be developed
by the European Supervisory Authorities [Art. 8(3) lit. b PRIIPs Regulation].

Any EU-wide online comparator would face serious methodological problems in
achieving true comparability between products and all their features. While we can
understand the initial appeal of such an idea, it is simply not feasible. This is par-
ticularly the case for IBIPs which differ substantially between Member States and
offer a wide range of features (such as scope and level of insurance cover etc.)
which are difficult to compare using only quantitative information. Moreover, the
majority of the IBIPs would not be available on the national markets of the custom-
ers who would consult the comparator. Such comparator would ignore other im-
portant factors such as consumers’ individual demands and needs, product/service
values, options, insurance cover and guarantees and would lead consumers to
focus on a single selection criterion: the product costs. This is the wrong approach
as it neglects all other factors to be considered when choosing a product. The
comparator could thus be misinterpreted by the wider public — including social me-
dia as a ranking of “good” and “bad” products. There is always a trade-off between
cost and quality/value of the product. This phenomenon is well-known in other in-
dustries. It is possible to produce cheap products, but at the expense of quality.
Cost and value are two sides of the same coin. A comparison tool would focus
solely on the cost side, which in turn could lead to a reduction in product quality.
Thus, we call on co-legislators to refrain from including such a comparator within
the PRIIPs Regulation.
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Obligation to publish the PRIIPs KID on websites

We propose that only manufacturers are obliged to publish the PRIIPs KID on
their website.

In Art. 14(6) of the PRIIPs Regulation the Parliament and the Commission pro-
posed that both, the manufacturer as well as the distributor, should make the
PRIIP-KID accessible on their website. We suggest that only the manufacturer of
products, and not the distributor, should be obliged to provide the PRIIP-KID. In-
termediaries should be allowed to refer consumers to the product manufacturer's
website, as it is unnecessary to provide the same information to consumers via two
different channels. Consequently, the manufacturer of products — and not the dis-
tributor — should be obliged to provide the PRIIP-KID. To oblige both manufacturers
and distributors imposes a significant additional burden on individual intermediary
who would have to keep their websites up to date and need to ensure that the
latest versions of product information is available. Especially for intermediaries who
work with several insurers, this would lead to significant costs without adding value
for the consumers, who can get the information from the manufacturer’s website
anyway.

Four pages for a consumer-friendly PRIIP-KID

Given the extended content of the KID, we suggest considering four pages for
a consumer-friendly PRIIP-KID.

The proposals from the Parliament and the Council would lead to addition of new
sections like “Product at glance” dashboard and sustainability information. The
Parliament suggests extending the three-page limit to four-page limit for PRIIP-KID
to accommodate the new sections. The Council on the other hand prefers to main-
tain the three-page limit.

The KID is meant to be a concise document, which should remain clear and easy
to read. The PRIIP-KID should therefore remain a brief document. As a first step,
the content and presentation of KID should be streamlined to avoid redundant or
non-essential information.

This can be achieved through the RTS and the ESAs should be explicitly asked to
check for redundancies and unnecessary information. Many redundancies can
also be found in the pre-set text modules, such as the table header and the intro-
ductory text on performance scenarios. The possibilities for consumers to file a
complaint are already elaborated in the information to be provided under Art. 18
IDD and under Art. 13 of the Directive on consumer ADR and can be cut in the
PRIIP-KID.

However, provided new items were added at level 1, we fear that a strict three-
page limit will severely compromise readability. Consequently, it will become nec-
essary to extend the page limit of the PRIIP-KID to four pages.
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Deletion of warnings for complex products

We welcome the deletion of the warning for complex products. Warnings for
particularly risky products might be included instead.

The Council and the Commission have proposed to delete the warnings for com-
plex products in both the PRIIPs and the IDD regulation, which is welcomed. Ex-
perience with the PRIIP-KID shows that the comprehension alert for complex prod-
ucts does not work in practice. This is mainly because it is practically impossible to
define suitable criteria that clearly differentiate well between complexity that helps
consumers (such as risk mitigation techniques) and complexity that is detrimental
for consumers.

Proposals from both the Council and the Parliament in Art. 29(5) IDD-new have
included the warning for particularly risky products in the IDD text, while the Par-
liament also keeps the warning for complex products. We believe that the warning
for particularly risky products rather than for complex products makes sense. Re-
gardless of the product structure, financial decisions are challenging for retail in-
vestors: not only different products and concepts existing on the market must be
evaluated but also questions of social and tax law. Many retail investors not only
lack the basic knowledge of the financial context but also the time and motivation
to acquire it.

Moreover, a simple product is not per se associated with less unexpected losses
than a sophisticated one. A share, for example, is a relatively simple product and
easy to understand compared to a life insurance policy. However, most consumers
do not understand and misjudge the risks inherent in a share.

As a minimum, a consistent approach should be taken in the PRIIPs Regulation
and in the IDD texts.

Other topics of the PRIIPs Regulation

We welcome the Parliament’s proposal to include financial guarantees within the
product at a glance dashboard as financial guarantees are an important aspect for
consumers when they evaluate IBIPs.

Moreover, we support the deletion of the interactive tool in Art. 14 PRIIPs Regula-
tion as proposed by the Council. The suggestion by the Commission to introduce
such a tool neglects the nature of the PRIIP-KID as a standardised information
document. Such a tool would lead to the personalisation of KID. But the KID (cal-
culation methods etc.) has not been designed as a dynamic customisable docu-
ment that should be used to display personal preferences. The aim of the PRIIP-
KID is to provide a first product comparison of highly standardised product settings
that do not reflect individual choices.
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5.3 Pre-contractual information on IBIPs

We support the inclusion of information on the right of withdrawal in pre-con-
tractual information as suggested by the Council.

We support the amendment proposed by the Council, adding a mandatory infor-
mation on the cancellation right within Art. 29(1) lit. g) IDD-new. It is important that
consumers of IBIPs receive information on the cancellation right.

5.4 Digital by default

We support switching from paper by default to digital by default as it is an im-
portant improvement.

The general switch from paper by default to digital by default within Art. 23(1) IDD,
which is proposed by the Commission and both co-legislators, is an important im-
provement and highly appreciated by the German insurers. This approach should
be followed consistently also in future legislation.

For existing contracts, however, we believe that an automatic switch would not
always be in the consumer’s interest. Many policyholders are used to receiving
their information on paper. We are therefore in favour of the Council’s proposal in
Art. 23(3) IDD-new. More on this in the chapter 5.1 "annual statement".

5.5 Term “cumulative costs”

We recommend using the term “cumulative costs” instead of “compounded
costs”.

We welcome the clarification in the Council’s proposal in Art. 29(3) IDD-new that
“cumulative” and not” compounded costs” are to be shown. “Cumulative costs” is
the term used in the PRIIPs methodology mentioned in PRIIPs RTS. Thereby, we
support maintaining the consistency between IDD and PRIIPs Regulation.

6. Suitability and appropriateness assessment

Assessment of existing portfolios

We support deleting the requirement to assess the composition of any existing
portfolios.

We appreciate the deletion of the obligation to obtain information regarding “the
composition of any existing portfolios” as suggested by the Parliament [Art. 30(1)
IDD-new]. The Council also proposed a clarification that the portfolio composition
can only be considered “to the extent possible” and where the consumer is willing
to provide information on existing portfolios held with third parties. Overall, we fa-
vour the Parliament’s proposal over the Council's, as the term "options" is better
suited to IBIPs than "assets".
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Consideration of additional features within the suitability assessment

We propose deleting the requirement that intermediaries or undertakings cannot
consider a product as suitable where it contains unnecessary features and give
rise to extra costs.

With great concerns we see the Council’s proposal, that Member States shall en-
sure that insurance intermediary or insurance undertaking do not consider a prod-
uct to be suitable where it contains features which are not necessary to the
achievement of the consumer's objectives and that give rise to extra costs [Art.
30(1) IDD-new].

Introducing the wording “additional features” into the legal framework would be a
new and vague legal term. It is evident that this will have a significant impact. In
fact, a product sales ban would depend on how the undefined legal term is inter-
preted. We are deeply concerned that this provision might put IBIPs at disad-
vantage compared to pure investments. There is no doubt that core elements of
insurance contracts were incorrectly deemed as “additional features” at times dur-
ing the past political discussion. What appears necessary or desirable to the con-
sumer is a subjective judgement and must rest with the consumer, who decides
based on a recommendation. We consider this requirement to be dispensable be-
cause in any case recommendations have to be in line with the consumers de-
mands and needs [Art. 20(1) IDD].

Within the “best-interest-test” (Art. 29b IDD-new) both, the Parliament and the
Council, proposed to delete the criterion c) on “additional features” for good rea-
sons. This deletion is supported by the German insurers. The criterion should not
be anchored within the suitability assessment instead.

Standardised format and content for the suitability report

We support the deletion of the empowerment to develop a standard regarding
the report on the information collected during the suitability or appropriateness
assessment.

Pursuant to Art. 30(1) IDD-new, customers shall be provided with a report on the
information collected for the purpose of the suitability or appropriateness assess-
ment upon their request. In addition, EIOPA shall develop a standardised format
and content for this report.

This provision also seems to duplicate already existing legislation. Pursuant to Art.
15 GDPR, in particular, a right to information already exists according to which,
amongst others, information on the processed data and the purpose of the pro-
cessing has to be provided upon request of the customer. Furthermore, Art. 20(1)
GDPR enables customers to receive data, which they have provided, in a struc-
tured, commonly used and machine-readable format in order to make the data
available to a third party (e.g. another provider). So, the standardisation of content
and format by EIOPA is not necessary. Efforts would be duplicated if information
pursuant to Art. 15 GDPR and Art. 30 IDD-new must be provided in parallel.
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We recommend following the Parliament’s and Council’s proposals, deleting the
respective delegation of power to EIOPA.

Information to be assessed by independent advisors

In order to maintain a level playing field between distribution channels we sup-
port the Parliament’s suggestion to remove the privileged status of independent
advisors.

The Commission’s and Councils proposal states that when advice is given on an
independent basis it is not necessary to obtain information from clients about their
product-specific knowledge and experience or the existing portfolio composition
when advising on diversified and non-complex products [Art. 30(5c) IDD-new].

Itis encouraging that the Parliament is in favour of deleting this one-sided privilege,
as it is objectively incomprehensible why this information should not be necessary
for fee-based advice. The necessity of such information is not dependent on the
form of remuneration, but rather on the clients and their needs. A level playing field
between different distribution channels should be maintained because it is essen-
tial for consumers, to be able to rely on the same standards when being advised
regardless of the advisors business model.

7. Transposition- and Application deadlines

A transposition period of 30 months for the Member States would be appropriate
in view of the scope of the RIS. For the same reason, the period of application
might start from the publication of the complete legal framework and last at least
18 months.

The transposition deadline for Member States proposed by the Commission and
the Parliament (12 Month) seems to be too ambitious. The Council proposed a
transposition deadline of 30 Month after entry into force, which seems to be more
realistic. This becomes obvious when looking at the history of IDD implementation.
Within IDD implementation about half of all Member States were faced with in-
fringement procedures due to late IDD transposition. We therefore support the
Council’s proposal regarding the transposition deadline.

It is positive that the Parliament and the Council proposed extensions of the appli-
cation timeline. We support both the Council’'s and Parliament’s proposals. The
Parliament’s approach of a dynamic application deadline es very reasonable and
therefore supported by the German insurers. It extends the application to 18
months after the publication of the level 2 measures.
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Co-Legislators proposals on IDD implementation and application timeline
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We also see the need to align the application deadlines within IDD and PRIIPs
Regulation. Both relate to each other and should therefore be applicable at the
same time. To do so, we support the Parliament’s suggestion for an PRIIP appli-
cation 18 months after the publication of level 2 in the Official Journal of the Euro-
pean Union. This would be in line with the IDD application proposed by the Parlia-
ment. The Council’s proposal for PRIIP implementation is not practicable, as both
deadlines — the one for the publication of level 2 and the one for the application of
the PRIIP — are 24 months. Entities would effectively not be granted any imple-
mentation period.

8. Records of marketing communications

We suggest reconsidering the concept of record keeping for all marketing com-
munication.

Notwithstanding already existing rules, the Commission’s and the Parliament’s pro-
posals oblige insurance companies in Art. 26a IDD-new to keep records of all mar-
keting communications for a minimum of 5 (and a maximum of 7) years — every
social media post, every flyer, every exhibition display, simply everything. The Par-
liament even aims to extend the storage obligation to the term of the contracts. In
the case of retirement savings products and insurance policies with long contract
terms, storage obligations would apply for up to 50 or even 60 years. When con-
sidering the sheer amount of storage space and IT-capacity needed, to store all
the marketing communications throughout the lifetime of each insurance contract,
it becomes clear how irrational and expensive such regulation would be. The costs
of such data storage and the potential benefits for consumers are extremely dis-
proportionate. In addition to the unjustified costs, which would ultimately be re-
flected in higher product costs, sustainability considerations should also be
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mentioned. Despite the positive impact of cloud data storage and technical inno-
vation on reducing CO2 emissions, the significant energy consumption of data stor-
age centres that would store this amount of data cannot be ignored.

We share the key objective of Art. 26a IDD-new, which is to prevent misleading
marketing communications. But the obligation to keep all marketing communica-
tions for a long period is cost-intensive and therefore questionable. The result of
an advisory process is always documented anyway. This is useful and helps con-
sumers to file a complaint, if necessary.

As in Art. 17(2) of the current IDD, a reference to the principles regulated in the
Unfair Commercial Practices Directive is sufficient. If the co-legislators decide to
retain this approach in general, the retention period should be limited to a maxi-
mum of five years.

Annual reporting to the management body

To reduce unnecessary reporting, we propose to delete the new annual reports
to the management body on the use of marketing communications and strate-
gies.

It is proposed by all co-legislators in Art. 26a IDD-new that annual reports have to
be made to the management body on the use of marketing communications and
strategies, on compliance with relevant obligations and on any signalled irregular-
ities.

Product manufacturers regularly evaluate the distribution strategy as part of the
POG-process. Furthermore, it is the managements duty to always ensure compli-
ance with the legal framework. There is no added value in this new reporting obli-
gation. We are firmly convinced that the proposed reporting would only result in
additional bureaucracy and consequently additional costs without increasing value
to the in consumers.

9. Annual reporting on the scale of cross-border business

It would be beneficial to keep reporting obligations as limited as possible, in-
cluding for cross-border business.

Art. 4 and Art. 6 of the already applicable IDD provide that any insurance, reinsur-
ance or ancillary insurance intermediary who intend to carry out business within
the territory of another Member State for the first time, shall communicate this in-
tention together with further information to the competent authority of its home
Member State. Insurance undertakings must provide statistical information on
cross-border activities as required by Art. 159 Solvency Il

The Art. 9a IDD-new supplements this obligation by annual reporting’s about the
scale of cross-border business. We doubt the value for consumers arising from this
annual reporting.
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Of course, NCAs should be aware of distributors acting cross-border and need to
be able to supervise them properly. Therefore, they are entitled to obtain any in-
formation they ask for. The annual reporting might ease the statistical work for
EIOPA. But EIOPA already has extensive information on cross-border business
from the Solvency Il templates S.04.01, S.05.02, S.12.02 and S.17.02. The addi-
tional bureaucratic burden of the new rules is therefore not justified. On the con-
trary, it leads to additional costs, which in turn must be borne by consumers, which
is ultimately against the original objectives of the RIS, namely, to reduce product
costs and enhance value for money. Art. 9a IDD-new is dispensable.

Furthermore, referring to "distribution activities” [see definition of “insurance distri-
bution” in Art. 2(1) No. 1. IDD] includes services for policyholders, who change their
place of residence after the conclusion of a contract. This is no deliberate decision
of the intermediary or of the insurance undertaking for a cross-border activity.

As a minimum the reference to “insurance distribution activities” should be re-
placed by “cross-border activities under the freedom of services or freedom of es-
tablishment” as proposed by the Parliament. Additionally, the threshold of 500 con-
sumers as proposed by the Council is adequate.

10. Professional development and training

Member States should determine how to prove professional training.

We support the amendments of the Parliament and the Council, which clarify, that
“any other document” or an “equivalent” to a certificate may be appropriate to proof
the completion of training.

We believe it would be beneficial to ensure that the number of hours dedicated
to professional training and development is consistent throughout Europe.

The 15-hour training requirement has proved its worth. Both the Council and the
Commission maintained the minimum level of 15 hours, the Parliament should fol-
low this approach. Giving national competent authorities the power to require for
any number of hours for additional training beyond 15 hours per year — as proposed
by the Parliament — contradicts the intention of harmonization.

Training that is considered eligible under both the IDD and MiFID Il should be
accepted in both systems.

Trainings that are eligible for the IDD or the MiFID Il overlap significantly in terms
of content. Consequently, they should also be accepted for the respective other
regime. This would mean that the mandatory educational training for financial in-
termediaries who offer investment products — including insurance-based products
— would cover the mandatory scope of 15 hours per year without accumulating to
30 hours.
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We would like to point out that under the Commission’s proposal intermediaries
that are subject to both the provisions set out in IDD and MiFID II probably must
complete a total of 30 hours of further professional training each year, even though
the training contents correspond with each other. This cumulative requirement
should be avoided. On order to make the verification easier for supervisory author-
ities and reducing the administrative burden of documentation, further training
which is eligible under IDD and MiFID Il shall be recognised in both regimes.

11. Other Topics

The use of the term "consumer" or "end customer" instead of "customer" corre-
sponds better to the objectives of the RIS than the term "customer".

The Council proposes using the term "customer" and deleting the "retail". Against
the background of the RIS, this is incomprehensible. The RIS is about retail cus-
tomers, it is not about professional customers or even commercial or industrial
customers. We therefore strongly recommend using the term "consumer" consist-
ently in the IDD or at least to stick to the term "retail customer" within the context
of the retail investment strategy.

In the current version of IDD, the terms “customer” and “consumer” are sometimes
used synonymously, which leads to inconsistencies and difficulties in the transpo-

sition into national law. The very first recital clearly states that the focus of the retail
investment strategy is consumer protection.

Brussels, 10.09.2024
Contact: Department Distribution

E-Mail:  vertrieb@qgdv.de
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