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EUROPE

Belgian Presidency takes over from Spain

On 1 July 2010, Belgium took over the
Presidency of the EU from Spain.

The start of the Belgian Presidency coincides
with the formation of a new Federal
Government.  However, the Belgian
authorities, as well as the European
Institutions, have repeatedly stressed that
this would not jeopardize the smooth
running of the Presidency.

It must be taken into account that the Lisbon
Treaty significantly reduced the role of the
Presidency by creating two new European
functions: a permanent President of the
European Council (who prepares and chairs
the meetings of the European Council) and a
High Representative of the Union for Foreign
Affairs and Security Policy (chairing the
Foreign Affairs Council). The Presidency
nevertheless still organises the work of the
Council, particularly in promoting legislative
and political decisions and it is responsible
for organising and chairing all meetings,
including the many working groups, and for
brokering compromises.

Among the main priorities of the six-month
Belgian programme is the implementation of
a new regulatory and supervisory structure
for the financial sector. The Presidency will
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draw up a multi-annual action plan, in
cooperation with the Commission and the
Parliament, determining all financial services
reforms to be introduced within the EU.

Concerning the VAT system, the work
related to dealing with insurance and
financial services will be continued.

Special emphasis will be placed on the needs
of SMEs and the implementation of the
Small Business Act will be re-examined.

With regard to consumer rights, the
Presidency wishes to make progress on the
Consumer Rights Directive, as well as initiate
a far-reaching debate on the need for
harmonisation of the effective supervision of
the acquired benefits of consumer rights, as
well as the necessity for respect of the
economic rights of the consumer within the
Internal Market.

The Presidency will also continue the work
set in motion by the Monti report on the
Internal Market.

Belgium will be in charge until 31 December
2010 and will be succeeded by Hungary.

European Commission consults on pension challenge

On 7 July, the European Commission
LJdzo f A A KSR I
adequate, sustainable and safe European
LISyairzy a&aeaisSvaéz:
guestions to interested parties, on how to
ensure adequate, sustainable and safe
pensions and how the EU can best support
the national efforts. It is a joint initiative
from three Commission Directorates-
General (DGs): DG Internal Market, DG
Employment, Social Affairs and Inclusion and
DG Economic and Monetary affairs.

DNBSyYy

The design of pension systems is largely the
rebpbnkillityNof Methbe? StdteBNBhd the
Green Paper does not question this. It does

O Aoy rilake Apgciig/pdlicy proposals Bul seek F

views on possible future actions at European
level.

The Green Paper reviews the European
pension framework in a holistic and
integrated manner, covering many different
topics, such as: longer working lives, the
internal market for pensions, mobility of
pensions across the EU, gaps in EU
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regulation, the future solvency regime for
pension funds, the risk of employer
insolvency, informed decision-making and
governance at EU level.

There are three main themes beyond the
overarching aims of adequate, sustainable
and safe European pension systems:

1. Firstly, how the EU level can best support
Member States as they seek to balance
periods spent in work with those spent in
retirement, taking account of structural
changes in our societies and labour
markets and of rising life expectancy.
This links closely to the Europe 2020
strategy for smart, sustainable and
inclusive growth.

2. Secondly, how to remove obstacles to
mobility of workers as well as capital,
resulting from pension arrangements,
including supplementary pension
schemes.

3. Thirdly, ensuring the safety of pensions
now and in the future. How to mitigate
risk and volatility for workers and
pensioners and ensure that funded
pension systems are secure and that they
strike the right balance between
efficiency and safety.
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The  Commission explains in  the
accompanying Q&A document that it does
not advocate one particular type of pension
system and that it recognises that private
and funded pensions are playing an
increasing role in the retirement income of
EU citizens in many Member States.

The consultation period ends on 15
November 2010, after which the
Commission will consider the best course for
future actions to address these issues at EU
level.

The Council has already had a first discussion
on the issue on 9 July, with many Ministers
expressing a position based on subsidiarity
(implying this issue is better regulated at
local level). The Belgian Presidency,
however, stressed the convergence between
the 27 (different) systems and stated that
alyrteara 27F
rules for pension funds, control and
definitions are themes that should go

beyond the national FNJ YSg2NJ] ¢ @

Belgian Minister of Pensions already
promised to adjust the orientation of his
national Green Paper.

BIPAR will prepare a response to the
Commission consultation.

ECJ case on gender discrimination in insurance and related financial services

On 1 June the European Court of Justice
(ECJ) held an open hearing on a case
referred to it by the Belgian Constitutional
Court and which is of interest to the
insurance sector: the Test-Achats case.
Belgian Consumer Association Test-Achats
believes that the opt-out in Article 5(2) of
the Gender Directive, which allows
proportionate differences in treatment
where the use of sex is a determining factor
in the assessment of risk, is not compatible
with the equality and non-discrimination
principles guaranteed in European
legislation.

The Association states that there should be
an absolute prohibition of the use of gender,

as was originally foreseen for financial
services by the Commission, but which the
Commission later abandoned. Test-Achats
adds that the Belgian government did not
prove that the gender ban would lead to an
increase of premiums and further, in the
absence of such evidence, that unisex tariffs
might even have beneficial effects for
consumers and could promote competition
in Europe.

At the hearing, various European
governments gave their views. The Belgian
Government reiterated that Article 5(2) was
compliant with the EU Treaty /the principle
of equal treatment, adding that it has
statistical evidence that differences based
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on gender exist, for example, mortality rates
in the provision of life insurance.

The Irish and UK Governments agreed with
the latter and the UK reminded the Court of
the cost for industry (and consumers) if all
contracts were to be declared void if there
was a judgment in favour of prohibition.

The Council stated that Article 5(2) clearly
allows Member States to implement the
exception and that all Member States must -
and do- respect fundamental human rights.
CKS /2YYAaaArzyQa
that the provision of Article 5(2) complies
with the EU Treaty and does not give
aSYOSNI {GlFGSa |
explained that differentiation is particularly

AMI CE

According to a report based on 2008 figures
published by AMICE, the Association of
Mutual Insurers and Insurance Cooperatives
in Europe, the mutual and cooperative
insurance sector has a steady market share
of close to 25% in Europe. Mutual and
cooperative insurers have a generally
weaker market position in the newer EU
Member States where they account for less

report on

F AMI CE’ s report 1is

Infringement proceedings against four
Distance Marketing Directive

On 3 June 2010, the European Commission
sent reasoned opinions to the Netherlands,
Spain, Sweden and Italy for inadequate
transposition of the Directive concerning the
distance marketing of consumer financial
services (DMD) into their national law. This
Directive applies to insurance
intermediaries. It grants consumers,
amongst other things, the right to receive
certain pre-contractual information, as well
as the right to withdraw from a contract
with a service provider within 14 calendar
days.
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important for life and health insurance due
to differences in life expectancy. Lastly, they
said that the Directive provided for a review
procedure to make appropriate
amendments in the future.

The legal opinion from the Advocate General
is expected on 30 September 2010 and the
Court has until spring 2011 to make a final
decision. If the ECJ rules this provision to be
void then the insurance industry will no
longer be able to use sex as a pricing factor
NBE A G S NI

BIPAR will continue to monitor this case.
GAO1 S0 ¢ ¢t KSe

and cooperat.i

than 15 % of the market volume. & a dzii
insurance is hardly known in many countries
of Central and Eastern Europe. Large
European mutual groups have their
subsidiaries in these countries; but it is one
of the objectives of AMICE to create higher
awareness there, too, of the benefits of
mutual insurance for the markets and the
policyholdeN B eXpéains AMICE.

available in

Engl i s

countries for inadequate transposition of

The Commission considers that the four
above-mentioned Member States have
failed in their national laws implementing
the DMD to sufficiently protect these
O2y adzy SNAE Q NRIKGE D
Netherlands, a consumer, who has
concluded a contract over life insurance,
indemnity insurance or funeral service
insurance, might only be provided with
essential information on his contract at the
moment the policy is issued. The Directive,
however, foresees that he is provided with
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certain information in good time before he is
bound by a contract or offer.

In Spain, not all consumers are protected
from the unsolicited use by a supplier of
automated calling systems and fax
machines, whereas the Directive requires
the consumer's prior consent.

In Sweden, a consumer who withdraws from
a contract may be required to pay for
preparatory actions for the conclusion of
this contract, such as an assessment of his
ability to repay the credit. According to the
Directive, he may only be required to pay for
a service he has actually received.

Commi ssion’ s
investment

On 30 April 2010, the European Commission
published a report which outlines the double
taxation problems that arise when venture
capital is invested cross-border, as well as
possible solutions. The report sets out the
findings and recommendations of an
independent group of EU tax experts, which
was set up by the Commission to look at
how to remove the main tax barriers to
cross-border investment in venture capital.
Venture capital is a vital source of growth for
F The ’
request.
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report

repor-t i s
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It appears that consumers in Italy who
withdraw from the contract have a shorter
period for returning any sums of money or
property received than provided for in the
Directive.

The four Member States now have two
months from receipt of the reasoned
opinion to adopt the necessary measures
into national law to implement the

Directives.

on r ebordev ventgre capirak
small and medium enterprises (SMEs).
Therefore, facilitating venture capital

investment within the EU is crucial for good
economic growth. The report has been
presented by the Commission to Member
{drasaq G E
ongoing work of looking at how to improve
the Internal Market for SMEs. The
Commission will also take this issue into
consideration in its broader efforts to tackle
double taxation.

avail abl e
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FRANCE

AGEA’ s

One year ago, AGEA, the French Federation
of insurance agents (member association of
BIPAR), designed an ambitious project aimed
at giving to insurance agents the means to
differentiate  themselves from  other
insurance distribution channels. On 8 June
2010, AGEA presented a first draft of its
project to the distribution commission of
FFSA, the French Federation of insurance
companies, to start discussions with
insurers. It has made progress on a number
of proposals such as the creation of a joint
committee to establish a common-core

UNITED KINGDOM

“professionalisation”
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training framework and to introduce a
LI aaLR2NI (2 SyKIyoOS
continues also to organise various actions
FAYSR |
in areas such as management, claims
handling, communication, tax planning,
social management, ... so that agents can
cope with technical, legal, social and
commercial developments. In 2009, 880
agents and over 2,000 employees of
agencies followed the training proposed by
AGEA.

Intermediaries obliged to pay unjustified compensation fund levies

BIBA (British L y & dzNJ y O S
member of BIPAR) members are ringing the
alarm bell due to a sharp rise in levies
payable to the Financial Services
Compensation Scheme (FSCS). The financial
crisis has caused an increase in the cost of
financial regulation and intermediaries,
though not responsible for this, are paying
the price.

Eric Galbraith, BIBA Chief Executive, said:
"BIBA has been inundated with calls from
members who are incensed and ready for a
fight. The increase in the FSCS levy on
intermediaries is totally unjustified. It is not
the failure of insurance brokers that is
causing this massive increase in the cost of
regulation”.

Mr Galbraith continued: "The fault actually
lies with the failure of firms whose core
business is not insurance intermediation and
with the FSA who have consistently failed to

NE | Sdaddgdately) pliae2tkd kdie lofi tRisyp¥oduct.

The cost of the mis-selling of PPl (payment
protection insurance) is that insurance
brokers are facing 48 fold increases in their
FSCS fees from 2 years ago, this proves the
structure of the compensation scheme is
totally flawed".

"It gets worse", stated Mr Galbraith. "Just
wait until the banking failures have been
assessed because the current compensation
fund has a cross-subsidy with banks. Unless
we can change the structure of the FSCS
many brokers will struggle to survive!"

Steve White, BIBA Head of Compliance &
Training, stated: "We are part of the FSA
group reviewing the FSCS and will lobby
aGNRy3Ifte F2N GKAaA

In the meantime, BIBA has published a

regulatory briefing for its members on the
topic.
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FSA report on corruption in commercial insurance brokering

In May, the Financial Services Authority
published a report on how commercial
brokers handle the risk of getting involved in
corrupt practices, such as bribery.

The main findings of the report are:

V Many firms are not operating at
acceptable standards regarding the risk-
management of illicit payments or
inducements.

V Senior managers often lack
understanding of the risks or produce
no/insufficient management information
on these risks. There should be a more
effective, management-led response.

V A one-size-fits-all approach to systems
and controls is not desirable. A good
practice is having a specific senior
person to ensure regular assessments
and taking into account factors such as
the country and class of business.

V The systems and controls relating to
third-party payments were generally
found to be adequate but the due
diligence carried out on third parties was
often considered as weak, which could
render the payment controls ineffective.

V It is important to take a risk-based
approach in the recruitment and vetting

INTERNATIONAL

Sigma study *“ Wor |l
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insurance premium volume fell 1.1% on an
inflation-adjusted basis. Global life insurance
premiums fell 2% in 2009. Premiums were
hardest hit in the US and the UK as the
financial crisis severely impacted the sale of
unit-linked products, particularly in the first
half of the year. In the emerging markets,
life premiums rose 4.2%. Growth was the
strongest in South & East Asia at 10%, led by
China and India. Life premium growth in

d

of staff. It is equally important to have
proper training and awareness of
financial crime risk and of the law.

V Regarding remuneration, the use of
balanced scoreboards and bonus
deferral could help reduce risk.

V Incident reporting should become a
more widespread practice.

V Compliance and internal audit should
focus more on corruption. The FSA
suggests that there be an independent
NEGASE 2F O2YLIX AL
in approving third-party relationships
and accounts. In addition, when
compliance and internal audit reviews
are carried out, these should challenge
not only whether processes to mitigate
bribery and corruption had been
followed, but also the effectiveness of
the processes themselves.

The FSA commented that it has already

commissioned I a1 Af f SR

assess past payments to third parties made
by a firm and that it is considering whether
further regulatory action is necessary in
relation to other individuals and firms. It is
likely that there will be referrals to

enforcement.

i nsurance in 2009"”
Latii® Arierica fintl thé Garibbeart wa2 d6d R
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Non-life insurance business was only

marginally impacted by the global recession.
Premiums in non-life dipped just 0.1% in
2009, mainly due to sluggish demand for
cover and softening rates. Non-life
premiums fell in the US, the UK and Japan,
but rose in the emerging market countries.
For 2010, overall premium growth is
expected to turn positive. Profitability and
capital are likely to continue to improve.

F The Sigma study is available in English, French, German and Spanish at the BIPAR

Secretariat upon request.
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