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| Latest developments

The EP’s ECON Committee discussed today 1 April the draft report by Peter Skinner (PES, UK) on the Solvency II Framework Directive. Peter Skinner presented his draft report pointing out his strong support to the Commission’s text and broadly outlining the issues on which he has presented amendments. These include a risk-based MCR calculation, ancillary own funds and the tier structure, surplus funds, proportionality, and group supervision, where he suggests remedies to facilitate increased trust among supervisors, improve cooperation among supervisors and clarifying the relationship between the group and solo supervisors. He noted also several times that this is the chance for the EP to have a common view to pass on to Council.

After the rapporteur’s presentation of his draft report, an extensive number of MEPs took the floor to provide their initial reactions to the amendments proposed by Mr Skinner and raise their issues of concern.  
Shadow rapporteur Hoppenstedt MEP welcomed the proposed balance between the home and host supervisors in the groups section, as well as the arbitration role of CEIOPS, although CEIOPS advice, he noted, should not be binding. He also suggested CEIOPS proposals should be subject to quality majority voting and not unanimity. He thinks information to be supplied to the supervisors should be ‘relevant’, suggested the group declaration is subject to a ‘prompt’ (instead of ‘rapid’) money transfer, and suggested examining further existing national guarantees schemes which would lead to increased acceptance of the group support. With regard to the application of the group support regime to third countries, he thinks this should first be tested in the EU. He suggests ECON MEPs hold a meeting around mid-October on a particular structure of MCR. On surplus funds, he showed his disappointment that these have ended up in a tier two category, and will table amendments to reverse this. Colleague MEPs Gunnar Hokmark, Wolf Klinz and Olle Schmidt shared this concern. Udo Bullman MEP also supported the views of these MEPs.

Shadow rapporteur Sharon Bowles MEP welcomed the suggestions made by the rapporteur to the group section and suggested having a workshop on groups. She brought company law issues on the table, for instance what would happen is the transfer of funds happened from a subsidiary to another subsidiary. Pervenche Beres MEP, ECON Chair, later agreed with this point. Ieke van den Burg also brought company law issues to the discussion. She said there can be decisive powers for the board of a subsidiary to refrain from requests to transfer capital. How to solve this issue is something that needs to be tackled. 

Ms Bowles said however that a linear approach is not the right way forward for the MCR. On supervisors, she thought the statement about having the means and the right capacity to make the system work should be reinforced. She wondered whether the way to deal with diversification is the correct one, and acknowledged that some issues need to be left for the Level 2 discussions, including internal models and calibration models, which require flexibility to adapt and hence a quick way for the EC to amend those. 

Margarita Starkeviciute MEP expressed her well-known concerns about group supervision, and clarified that she is not against it but needs further assurance that the solo supervisors will have a chance to be part of decisions taken at group level and will share responsibility but also be able to demand something from the parent company. She will propose amendments in this direction. 

Elisa Ferreira MEP agreed that Mr Skinner’s line on group support goes in the right direction but improvements can still be made. On the MCR calculation, she thinks it is better to wait for the QIS4 results before making a decision on the approach forward. She also thinks specific measures on information for policyholders should be included in the proposed Directive.

The third country issue was also another issue raised by a number of MEPs. Hokmark MEP will look at the best way to ensure access of 3rd countries to the group support regime. Elisa Ferreira MEP thought this issue has been dealt with correctly in Skinner’s draft report. Klinz MEP wants to ensure that companies which belong to a third country company acting in Europe deal with the same rules as other European operators, and raised the issue of creating a level playing field. John Purvis MEP thinks the definition of equivalence should be subject to the EP scrutiny. Another issue is to clarify who decides who the group supervisor is, and whether third country companies can choose the lighter regime.

Cornelis Visser MEP welcomed the fact that pension funds has been left outside the Draft Directive but wondered whether we don’t need an article in the main body on this. Jean-Paul Gauzes MEP on the other hand would want Solvency II rules to apply to pension funds. On group support, the right to veto could weaken the group supervision and undermine group support because that could block the transfer of funds.

Ieke van den Burg MEP favoured also strengthening the draft Directive on supervisory cooperation and mediation mechanisms. The group supervisor should act on CEIOPS advice and have a reasoned opinion based on this advice.  On pension funds, she suggested a Call for Advice to CEIOPS. She believes SII-like rules should apply to pension funds, although these rules should be applied to pension funds given the difference between these and life insurance products.

Pervenche Beres MEP showed her dislike to the compact approach saying the issue is about thresholds rather than a target. Other issues require more work, i.e. definition of supervisor, role of CEIOPS, right of appeal. Experience indicates that supervisors have to be up to speed with the evolution of the markets, and have to have effective means and be well equipped in times of crisis. She suggested having a mechanism of systematic intervention.
Gay Mitchell MEP also wants to ensure that the group support regime works in practice, that the funds are transferred, and that the respective roles of the solo and group supervisors are clarified, especially in times of stress.  He spoke about the proportionality issue and said small insurance undertakings need to be sure to benefit from the SII regime. He also agreed with the rapporteur on the need to ensure protection to policyholders.

Karel van Hulle, representing the European Commission, announced to MEPs that the QIS 4 was launched on 31 March 2008 to test the methodology for the MCR. It would be a linear approach but also a corridor to reflect the risk sensitiveness. On the issue of exclusions, he clarified that the 5 million Eur threshold was added following the de minimus principle. On surplus funds, the discussion is not whether it is tier 1 or 2, but whether it is capital or liability. If it is capital it should be tier 1. On group support, he underlined the importance of the solo and the lead supervisors, in a spirit of a college of supervisors. Regarding pension funds, he informed MEPs that the EC will do a consultation on the SII in relation with pension funds. The CEIOPS report will also be put to consultation, and the EC might also organize a Hearing. 

| Next steps

The ECON Chair, Pervenche Beres, informed MEPs of her suggested timetable, namely: 

· 6 May: Exchange of views with CEIOPS Chariman Mr Thomas Steffen.

· Mid-June: deadline for amendments

· September: consideration of amendments

This would postpone the ECON discussions considerably. This suggested timetable was contested by the rapporteur, and the door was left open for a coordinators meeting to decide otherwise. 

· 8 April: Council Working Party on Financial Services (Solvency II) meeting. 
· 15 April: CEA is organising, in close cooperation with the EC and the Slovenian Presidency, a breakfast briefing with financial attaches from all Member States on the issue of group supervision and the group support regime
ECON discussion of Peter Skinner’s draft report
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