WHY IS A ONE YEAR DELAY OF THE APPLICATION OF
THE INSURANCE DISTRIBUTION DIRECTIVE (IDD) NEEDED?

THE FACTS

The Insurance Distribution Directive (IDD) and its level 2 texts are to be implemented at national level by 23
February 2018.

Its level 2 texts have just or not yet been adopted: The IDD implementing Regulation on IPID (Insurance
Product Information Document) was only adopted in August 2018.

The two IDD Delegated Regulations on Product Oversight and Governance (POG) and on IBIPs - were only
adopted on 21 September by the Commission and presented to the European Parliament (EP) and the Council
for scrutiny. The two IDD Delegated Regulations can only enter into force if no objection is expressed by the EP
and the Council within the 3 months of the scrutiny process (extendable by a further three months).

Even if the EP and Council agree to an early non -objection process, the Delegated Regulations could only enter
into force end of October at the earliest.

Because of the delay in the finalisation of the final level 2 IDD texts and therefore because of the lack of legal
certainty it triggers, insurance intermediaries in the EU could not begin to prepare for the implementation of
the IDD and do therefore need more time to apply it.

Insurance intermediaries are also facing an unprecedented wave of EU texts to be implemented by 2018.

BIPAR is therefore calling for a one year delay of the application of the IDD

THE REASONS FOR A DELAY

Legal uncertainty triggered by delayed procedure

Even if the EP and the Council choose, in a responsible manner, not to object to the two IDD Delegated
Regulations and therefore allow that they enter into force by early November, this leaves too little time to the
industry to comply with the IDD level 2 texts on time.

Because of the legal uncertainty triggered by the delay in the finalisation of the IDD Level 2 texts, the industry,
and in particular SME insurance intermediaries, could not begin implementing the significant structural changes
that the IDD necessitates.

IDD level 2 texts are of significant importance for businesses. But SMEs - most of insurance intermediaries are
SMEs - cannot, financially and time-wise, afford planning the necessary technical, organizational and IT changes
investments on the basis of draft level 2 texts that could be amended or further specified in the final rules. They
have to wait until the final texts are adopted to begin the application of the texts and to therefore fail to meet
the IDD implementation deadline.

IT necessary changes

The process of insurance distribution has been automated for many years. The IDD triggers significant and
complex changes to IT systems on which intermediaries rely to drive business. They rely on a limited number of
software providers to carry the necessary changes. IT planning and budgeting is scheduled months if not year in
advance.



Changes triggered by IPID requirements

Under the IDD, prior to the conclusion of a contract, the insurance intermediary must provide the customer with
the relevant information about a non-life insurance product by way of a standardized insurance product
information document (IPID). To ensure a correct implementation of this important requirement for the
consumers, the industry needs sufficient time to test the IPIDs. This means lengthy preparatory work to be done
by insurers and intermediaries, IT design and development etc.

This work could only start in August when the IPID Implementing Regulation was published in the OJ of the EU.

Changes triggered by POG requirements

The IDD introduces new requirements in terms of product oversight and governance to prevent mis-selling, These
are keys for consumers'protection. To ensure a correct implementation of these requirements, insurance
intermediarie will need for ex.to have “product distribution arrangements” in place to obtain from insurers all
appropriate information on the insurance products they offer. These need to be set out in writing and approved
by the board before being implemented by the staff of the firm.

The preparation of these arrangements that will be long and complex could not even start because of the lack of
the final level 2 text on POG.

Changes triggered by IBIPs requirements

The IDD introduces new requirements for the distribution of insurance based investment products (IBIPs).
Intermediaries will have to put in place new organisational and administrative arrangements, new remuneration
schemes and suitability and appropriateness tests etc. This requires at least a year to implement.

Besides, in many EU countries IBIPS requirements will also have an impact on work contracts of intermediaries'
employees and will necessitate individual and collective long negotiations.

Unprecedented wave of EU texts (GDPR, MIFID I, PRIPs etc..) to be implemented and applied by insurance
intermediaries, who are mostly SMEs

That is why a delay of one year in the application of the IDD needs to be considered in light of that reality.
This would allow a complete and thorough application by insurance intermediaries which would be in the
interests of consumers.

Like in MIFID Il (Article 93), Member States should be allowed to apply the IDD measures one year after the
adoption and publication of their respective laws, regulation or administrative provisions necessary to comply
with the IDD.
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