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national actuarial association,

national insurance association etc.
T Commission Regulation (EU) No 267/2010 on the application of Article 101(3) of the Treaty on the Functioning of the European Union to certain categories of agreements,

decisions and concerted practices in the insurance sector and Communication from the Commission: Guidelines on the applicability of Article 101 of the Treaty on the 3
Functioning of the European Union to horizontal co-operation agreements (2011/C 11/01), no. 97




EU regulatory update for actuaries
Agenda

VIG?

VIENNA INSURANCE GROUP

e @ N[ ~
risk data key information product
sharing documents development
- / I\ /
4 N aYa B
data risk factor risk data
protection age portability
N AN AN J




What is a Packaged Retail and VIG"/
Insurance-Based Investment Product (PRIIP)?"

Life insurance with European and national carve-outs

Q non-life insurance products3
Q pure risk life insurance products

pension products
recognised under national law
Q occupational pension schemes*

individual pension products
with financial contributions from the employer

and without choice of product /provider

Scope?

PRIIP = insurance product
which offers a maturity or surrender
value and where that maturity or
surrender value is wholly or partially
exposed, directly or indirectly, to
market fluctuations

" Regulation (EU) No. 1286/2014 on key information documents for packaged retail and insurance-based investment products (PRIIPs)

2 Art 2 para 17 and Regulation (EU) No. 1286/2014 Art 4 para 3
3 Classes of non-life insurance as listed in Annex I to Directive 2009/138/EC 5
4 Occupational pension schemes falling under the scope of Directive 2003/41/EC (IORP) or Directive 2009/138/EC (Solvency )




Why do consumers need a VIG"/
Key Information Document (KID)?
Standard comparison of insurance, banking and investment products
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unit-linked
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some pension
products
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instruments
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all investment funds
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derivative
instruments

Product comparison
™ for retail investors g

RN via precontractual, JPte :
s standardised and -~~~ European retail

‘*\---.- non-personalised KID PPt |nve§t9r marke2t '
o -—--" 10 trillion Euro

-
- -
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T Art 32: Management and investment companies selling UCITS will have to comply with the PRIIPS Regulation from 1 January 2020
2 European Commission Press Release IP/12/736 of 3 July 2012
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What dO we have tO dOf) VIENNA INSURANCE GROUP
The KID lifecycle P
,,/ \\\
/ D \
Drawing up Ex ante Publication? ! eg;j/"”e ;
the KID according  notification? on own website " 78 /
to the mandatory to the supervisory (as long as the AN R4
template’ authority if product is traded S~e=”
required by the incl. the secondary

Member State market)

Dissemination?
« free of charge

* in good time
before the
conclusion of
the contract

Review?®

on a regular basis or any offer,
throughout the e?<cept for |
whole lifecycle of distance selling
the PRIIP « paperless KIDs

upon agreement
of the customer

T Art 6ff and Regulatory Technical Standards in the form of a Delegated Regulation

2 Art 5 para 2

S Art 14

4 Art 13 and 14 7
SArt10




Who should be involved?
Coordination of all stakeholders
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Distributors

Product
Management

External fund
suppliers

National
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Drawing up the KID

Restricted design options

|Key Information
Document
T e

| cost.potenial gsins and ksses of thi prodct and 1o hlp you compare & with other products. |
[Aert tnhere sopicable)| You are about to purches and may be

you Yy about this hisnot

Product

[Name of Product] [Name of PRIIP manufacturer] [where applicable ISIN] [website for PRIP
[Call [telephone number] for more petent Authority of the PRIP

Manufacturer in relation the PRIIP] [date of production of the KID]

What is this product?

Type

Objectives.

Intended retail investor

Insurance benefits

What are the risks and what could | get in return?

Risk Description of the risk-reward profile
Indicator Sumemary Risk Indicator

SRI termplate and narratives as set out in Annex (11 on possible mas-
o loss: can | lose all invested capital? Do | bear the risk of kncur-
ring additional imancial igations? ks -
protection against market risk?

s d narratives a5 set oul in Annex V'

Per
including where applicable information on conditions for retrns to
retadl ivestors of built-in performance caps. and statement that the
tax begislation of the retasl investor’s home Member State muay have an
impact om actual payout

Fm——————
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VIENNA INSURANCE GROUP

Corporate branding or logos
shall not distract the retail investor from the information
contained in the document or obscure the text

Font size
using characters of readable size

Language
clear and easy to read - no ,actuarial jargon®;
official language of the retail investor's Member State

Colours
shall not diminish the comprehensibility of the document
if the KID is then photocopied or printed in black and white

Length
maximum of three sides of A4-sized paper when printed
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Mandatory template (1/3)

Fixed information elements and wordings

4 \\
4 \
/ D \
: ®adline [
. Title v Ol1g
1 T “Key Information Document” \\ /'
""""" ~
' ———————————— Explanatory statement paleiad
BRSSO o “This document provides you ...”
e e N PRIIP name
Product
R ) I I — PRIIP ISIN
IR or any other universal identifier, where available
Objectives
i PRIIP manufacturer
What ae the isks and whet coud | getin retun? legal name and contact details incl. website
Bl et _
prscimgen e Competent authority
P o name and Member State of the competent authority
N — of the PRIIP manufacturer
e Date
of production and of any subsequent revision
|| B — Comprehension alert’

“You are about to purchase a product that is not simple
and may be difficult to understand”

" Recital 13 and Art 33 - Guidance by national competent authorities required 10




Mandatory template (2/3)

Fixed section order, titles and indicators

VIG”
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4 \\
’ \
Il \\
I ®adling
\ 0118
+» Whatis this product? \ y;
I AN s
A // ¢ type -~ Cm—- -
Key Information / . .
Document ’,r’ ° ObjeCtlveS
il . « retail investor target group, but not target market’
R e ot e et s * insurance benefits if available — insurer’'s USP!
m‘fm [Name of PRIIP manufacturer] [whe e applicable ISIN] [mq-m for PRUP /"’ ° te rm
o S L L o i W
o e o i What are the risks and what could | get in return?
Objectives
ol * risk and reward profile including a summary risk
S A T indicator (SRI) combining market and credit risk
S - possible maximum loss of invested capital
LT i « capital guarantees
« four performance scenarios for survival (stress,
Performance Performance Soenaro templates and narratives &5 st oul in Annex vV
T S SSmT unfavourable, moderate, favourable) and death
T for 1, 3 and 5 years
‘ [ ----------- What happens if the PRIIP manufacturer
] is unable to pay out?
* investor compensation or guarantee schemes
* risks covered
! Final Report on Public Consultation on Preparatory Guidelines on product oversight and governance arrangements by insurance undertakings and insurance distributors, 11

6 April 2016 EIOPA-BoS-16-071
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Mandatory template (3/3)

Fixed section order and titles

What are the costs?

» total costs by summary cost indicator for different
Whathappens ¥ PP Msnafacnarort i woabie e poy S0P holding periods (reduction in yield + absolute amount)
e e e Tl o e s 8 /’// N C Omp OSiti on Of COStS: one- Oﬁ: ( entry & exit), recu rrin g’
Whetwethososn? R incidental; biometric risk premium # cost

time

How long should | hold it and
can | take money out early?

« cancellation period

S * recommended or required minimum holding period
S —— ' + ability and conditions of disinvestments before maturity
S———— « potential consequences of early cashing in

D T I— How can | complain?

detailed directions on how and where to lodge
a complaint about the product and/or the
manufacturer’s/distributor’s conduct

Other relevant information

- Other relevant information

cross-references to any additional information documents
(e.g. prospectus, KIID for UCITS?, not marketing material)

T EIOPA Guidelines on complaints-handling by insurance undertakings, EIOPA-BoS-12/069, 14 June 2012

2 Art 32: Management and investment companies selling UCITS will have to comply with the PRIIPS Regulation from 1 January 2020 12




Critical questions

Only a few are answered by the delegated regulation.

Pre-Sale

Sale

a

v
S

(&

Which products
qualify as PRIIP
(incl.existing/new)?

S

KIDs also for ()
underlying
investment options
(funds)?

N\

Calculation of @
summary cost/risk

indicator and

performance? )

Use of the
comprehension
alert for complex

products?

Frequency for
the update of
the KID?

How and when to
distribute the KID
(offline/online)?

Relationship with
national information
documents?

Confirmation of
receipt by the
customer?

.

~N

Time to read and
consider - two phase
sales process?

J

v
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Extent of civil
liability for KID
producers?

Impact of the KID
structure on
aggregator websites?

Impact of the KID
structure on
product design
(biometric risk)?

@ Delegated Regulation

13




What happens if we don't comply?
Financial, business and reputational risks

.

Systemic liability

towards policyholders?
if the KID is misleading,
inaccurate or inconsistent

« with legally binding
(pre-) contractual
documents or

« with the requirements
of the KID

/

T Art 22ff

2 Art 12: No liability towards the beneficiary
3 Commission Delegated Regulation (EU) 2016/1904 supplementing Regulation (EU) No 1286/2014 with regard to product intervention

Administrative sanctions

* public warnings
by the national
supervisory authority

* product intervention
by the national
supervisory authority:
prohibiting or
suspending the
marketing of a PRIIP3

\

J
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Administrative fines
« ofupto 5 mnEuro
or

* 3% of the total
annual turnover
of the ultimate
parent undertaking

14
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Insurance Distribution Directive (IDD)
Essential building blocks Jota——
’, N
’ : \
£ Dgfa//s in '\
| 52077
1 Do, ~~~ao 1
> Db .- Extended scope AN 02 18 ¢
- All distributors incl. insurers’ employees, all insurance lines SN’
""""""""" Remuneration
e No mandatory commission ban or disclosure on EU level

_ .. Acceptance by Member States?
N ™. ™ Training
NN, Minimum professional standards and continuing professional training
\ " Product oversight and governance (POG)
NN Internal product approval and interaction with distributors
Y \\\ " Cross-Selling
» % Bundling insurance products with non-insurance products
NN " Insurance Product Information Document (IPID)
Non-life counterpart to the key information document for PRIIPs
. Insurance-based investment products (IBIPs = PRIIPs)
. Standardised distribution process with MiFID footprint: conflicts of interest,
\ inducements, suitability/appropriateness test, records/reports
' Sanctions

—_— U Temporary bans; administrative fines up to € 5 Mio. or 5% of group turnover
2002 2016

+150% : . Sales without advice

16




How to determine the target market for VIG"/

investment-based insurance products?
Non-binding European criteria’ e
Fictive product example: I/ Detajyq _\\
H (13 /n
,Silver-agers b 2220757
V' Degp =~~~ I
O’ ~
\\ 23.02//17@ ,l
\ .18 ¢
Seol Lo’
investment ® occupational | (self-)
15 years horizon situation employed
liquid assets fipangial “““ level of risk conservative
> 40.000 € situation tolerance

R
R
-
-
-
R
-

financial and

non-financial _ .
objectives retirement provision

' Consultation Paper on Technical Advice on possible delegated acts concerning the Insurance Distribution Directive, EIOPA-CP-16/006, 4 July 2016, p. 32 17




VIG?

How to test insurance-based investment products?
More than a profit test - potential questions for scenario analyses'

L. Q \
e “ s 2 4 A Lo 2~ 3077 i
Degqyy. =~~~
\ dling 7
\\\2302 78 ,/l
Impact of financial Impact of changes Impact of an early Seol”
difficulties of the of the tax termination by the
manufacturer? environment? customer?
\ J g J \_ J

e ‘ ‘ ‘ Distribution
of the product
1 1 1

~ R f A e p
Impact of
Balance of the changes of the Impact of the
risk/reward profile value and liquidity terms and
taking into of the underlying conditions on the
account the cost assets on outcome of the
structure? risk/reward product?
profile?
- J \_ y, . J

T Consultation Paper on Technical Advice on possible delegated acts concerning the Insurance Distribution Directive, EIOPA-CP-16/006, 4 July 2016, p. 17 18
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Will data protection impact the product development?

The Data Protection Impact Assessment (DPIA) as a last filter’ P
”~ Ss
I, \\
! D,O//'Cat/ \
] fro n 1
1 o5 m I
Data \ V051 )
4 ™\ 4 N\ 4 N\ .
Protection ‘\ R4
. -
Officer T
Impact of financial Impact of changes Impact of an early (DPO)
difficulties of the of the tax termination by the . /
manufacturer? environment? customer?
e w
\. J \ J . y, Data
l l l Protection -
impact bt
t t t Assessment
e ™ e A e h (DP'A)
Impact of changes L )
Balance of the of the value and Impact of the
risk/reward profile liquidity of the terms and
taking into underlying assets conditions on the / ‘ .
account the cost on risk/reward outcome of the * Description and purpose \
structure? profile? product? * Necessity and proportionality
* Risks to data subjects
\\§ J \_ J g J

* Risk measures

Grouping of similar
\ operations is possible /

" Regulation (EU) 2016/679 on the protection of natural persons with regard to the processing of personal data and on the free movement of such data
(General Data Protection Regulation) Art 35 and Guidelines (tbc) 20




VIG?
How will data protection improve customer mobility?
A new right of policyholders will allow the direct transmission

of personal data from one data controller to another.’

Concluding an insurance contract and

Concluding a new insurance
providing personal data contract with consent

+

Transmitting upon request
by the policyholder
excl. derived data
e.g. risk profiles or loss ratios

" Regulation (EU) 2016/679 on the protection of natural persons with regard to the processing of personal data and on the free movement of such data
(General Data Protection Regulation) Art 20 and Guidelines on the right to data portability WP 242 rev.01

21




VIGY

Will data protection impact underwriting?
Automated profiling will support online sales.’

/ A \
/| 'o:o//.Cat/ \
] f,.Om n 1\
\ 25 05 ;
\ -18 J
\\N__’/,
---------------- age
________________ name - quote — conclusion of the contract
---------------- address
 contract
« explicit
consent

" Regulation (EU) 2016/679 on the protection of natural persons with regard to the processing of personal data and on the free movement of such data
(General Data Protection Regulation) Art 22 and Guidelines (tbc) 22
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May the use of age as an actuarial factor result in VIG"/

differences in premiums and benefits?
An exception to the rule for insurance could experience the same P

treatment by the European Court of Justice as gender II/ DireEL./ \\

| o

Gender (,Unisex") Age & Disability \iOf‘?_//,

T

Age is subject to natural changes
= differences in premiums
and benefits allowed?

Gender is not subject to natural changes
= no differences in premiums
and benefits allowed

T Directive 2004/113/EC implementing the principle of equal treatment between men and women in the access to and supply of goods and services, Art 5
2 Proposal for a Directive on implementing the principle of equal treatment between persons irrespective of religion or belief, disability, age or sexual orientation, 24

COM(2008) 426 final, Art 2
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Single market — same risk?’

Risk data portability across the EU would require standardisation —
this could trigger a harmonisation of calculation of discounts? s N

EU risk certificate
‘motor

life

_ health
TR T

" Green Paper on retail financial services - Better products, more choice, and greater opportunities for consumers and businesses, Brussels, 10.12.2015, COM(2015) 630 final, p. 24 26
2 Directive 2009/103/EC relating to insurance against civil liability in respect of the use of motor vehicles, and the enforcement of the obligation to insure against such liability, Art 16
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