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EBA, EIOPA and ESMA (the ESAs) welcome comments on this Technical Discussion Paper on Risk, Performance Scenarios and Cost Disclosures in Key Information Documents for Packaged Retail and Insurance-based Investment Products (PRIIPs).

Instructions
Please note that, in order to facilitate the analysis of the large number of responses expected, you are requested to use this file to send your response so as to allow them to be processed more efficiently. Therefore, the ESAs will only be able to consider responses which follow the instructions described below:
· use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
· do not remove the tags of type < ESMA_QUESTION_PRIIPs_1> - i.e. the response to one question has to be framed by the 2 tags corresponding to the question; and
· if you do not have a response to a question, do not delete it and leave the text “TYPE YOUR TEXT HERE” between the tags.
Responses are most helpful:
· if they respond to the question stated;
· contain a clear rationale, including on any related costs and benefits; and
· describe any alternatives that the ESAs should consider

Naming protocol
In order to facilitate the handling of stakeholders responses please save your document using the following format:
ESA_TDP_PRIIPs_NAMEOFCOMPANY_NAMEOFDOCUMENT.
E.g. if the respondent were XXXX, the name of the reply form would be:
[bookmark: _GoBack]ESA_TDP_PRIIPs_XXXX_REPLYFORM or 
ESA_TDP_PRIIPs_XXXX_ANNEX1
To help you navigate this document more easily, bookmarks are available in “Navigation Pane” for Word 2010 and in “Document Map” for Word 2007.

Deadline
Responses must reach us by 17 August 2015.
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input/Consultations’. 
[bookmark: _Toc335141334]
Publication of responses
[bookmark: _Toc335141335]All contributions received will be published following the close of the consultation, unless you request otherwise. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with the ESAs’ rules on public access to documents.[footnoteRef:2] We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by the Board of Appeal of the ESAs and the European Ombudsman.  [2:  See https://eiopa.europa.eu/about-eiopa/legal-framework/public-access-to-documents/index.html. ] 


Data protection
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Introduction
Please make your introductory comments below, if any:
< ESMA_COMMENT_PRIIPs_1>
The Belgian insurance sector is in favour of a key information document (KID) that facilitates retail investors comparing different investment products. The KID should therefore: 

1. contain information that is straightforward and understandable for the retail investor. Complexity must be avoided. 

1. be non-personalised and standardised with some modularization per PRIIP-type to fit the wide diversity of products that it covers. 

Many of the theoretical proposals presented in the consultation document are overly complex and difficult to put into practice in the short time that is left for the insurance sector to implement the RTS (less than 1 year). We therefor urge the ESA’s to assess the actual added value for retail investors and the feasibility in terms of implementation (costs) of each proposal when deciding on the way forward. 

The KID should in our view be based on the following concrete features:

1. A uniform methodology should be used for all kinds of PRIIPs and should be consistent with the methodology used for the UCITs-KID in order to respect the level playing field. 

1. The risk-indicator must be based on qualitative criteria, combining credit and market risk, complemented by a quantitative market risk measure, notably the SRRI;

1. The performance scenarios should be deterministic and based on general principles set at the European level. The further development of the model is better left to the actuarial function of the PRIIPs manufacturers under the supervision of the national competent authority. Stochastic models will entail misinterpretation by retail investors and require resources that are disproportionate to the limited added value for the retail investor.

1. The costs presented in the insurance PRIIP KID must take into account all costs that are deduced from the amount paid in by the consumer and all costs directly deduced from the reserves of the insurance contract. It is important to clarify that: 
5. insurance risk premiums are not costs. They are a price for an insurance cover;
5. embedded options (such as the guarantee proposed) are not costs. They are inherent features of the insurance PRIIP.


1. For insurance multi-option PRIIPs (MOPs) it should be possible, but not mandatory, to separate the information of the insurance PRIIP itself from the information with regard to the underlying investment options by means of separate standardised information documents. The insurance PRIIP KID can then refer to the standardised information documents of the underlying options. This would also solve many difficulties with regard to the aggregation of information (such as costs and risk).

The consultation document shows that a number of essential decisions still need to be taken with regard to the treatment of multi-option insurance PRIIPs. Depending on the solution that will ultimately be decided concerning these products, the suggested methodologies could be either feasible or completely impossible (in particular those related to the detailing and aggregating of costs, possibly with a look-through approach).

General caveat

The fact that a number of essential decisions have not yet been taken, the very short consultation deadline and the complexity of the present consultation document make it very challenging to fully understand the potential impact of the proposals presented and to develop detailed technical responses. 

We therefore invite the ESAs to consult and involve the insurance sector as much as possible when developing the KID further during the coming months.


< ESMA_COMMENT_PRIIPs_1>



1. Please state your preference on the general approach how a distribution of returns should be established for the risk indicator and performance scenarios’ purposes. Include your considerations and caveats. 

<ESMA_QUESTION_PRIIPs_1>
We would like to comment on two issues:
1/ The choice between deterministic and stochastic modelling;
2/ The feasibility of a single model for all PRIIPs.

1/ The choice between deterministic and stochastic modelling

Assuralia is in favour of using deterministic modelling based on historical data, combined with a narrative, when illustrating performance scenarios, that clearly explains that no probabilities are attached to the depicted scenarios/returns. 

A deterministic model is understandable for a retail investor and therefore fulfils the key objectives of the KID to enhance the comparability of PRIIPs products and enable retail investors to make informed decisions. This is in line with the legislation for UCITs, where the regulator has opted for the use of deterministic performance scenarios for structured UCITs.[footnoteRef:3] [3:  Art. 36 of the UCITs KID Regulation] 


In contrast with deterministic modelling, stochastic modelling has important flaws in the context of a KID for retail investors: 

1. Stochastic modelling adds a high level of complexity without significantly enhancing the quality of the information depicted in the KID. 

1. Retail investors will find it difficult to interpret the outcomes (probabilities) and assumptions of stochastic models. This creates false expectations, disappointment and possibly reputational damage for manufacturers.

1. There is no consensus on the right stochastic model to produce performance scenarios. An ideal stochastic model would not only have to be adapted to a continuously changing market environment, it should also be able to take into account the different possible situations that could produce themselves in the future and all that while being readily understandable by retail consumers. 

2/ The feasibility of a single model for all PRIIPs

Developing a single (stochastic or deterministic) model for all PRIIPs is a challenge. Different PRIIPs require different elements to be taken into account: 
1. The limitation of risk of potential loss through a protection mechanism is for example very different from a limitation of risk provided via a guarantee.  Such differences should be taken into account and made clear for the retail investor. 
1. A performance scenario created at a specific moment in time using a fixed time horizon will probably not be apt for long term products and open-ended products.
1. In order to be meaningful for a retail investor, the hypotheses used in the model will have to differ according to the type of PRIIP. We recommend to set them at the national level;
Showing all the probabilities will result in very complex information to comprehend for a retail investor. With only a limited number of scenarios shown, the information will be incomplete but understandable for most retail investors.
<ESMA_QUESTION_PRIIPs_1>
1. How should the regulatory technical standards define a model and the method of choosing the model parameters for the purposes of calculating a risk measure and determining performance under a variety of scenarios?

<ESMA_QUESTION_PRIIPs_2>
Assuralia agrees that a prescribed model has the disadvantage of creating biased comparisons amongst product classes. Taking into account the very broad scope of the PRIIPs Regulation and the fact that PRIIPs products are not harmonised at European level, a fully prescribed model does not seem to be feasible. 

However, a certain degree of standardisation is necessary to maintain comparability between different PRIIPs. Assuralia therefore suggests identifying general principles at European level, while leaving the further development of the model up to the actuarial function of the PRIIPs manufacturers under the supervision of the national competent authority. This way the parameters can be fine-tuned in line with the investment behaviour and product specificities at national level.
<ESMA_QUESTION_PRIIPs_2>
1. Please state your view on what benchmark should be used and why. Are there specific products or underlying investments for which a specific growth rate would be more or less applicable?

<ESMA_QUESTION_PRIIPs_3>
Option A (the amount invested without any adjustment) should be used as a benchmark. This option is easy to understand for retail investors. 

Assuralia opposes using the rate of inflation (option C) for several reasons:
1. Inflation is not a risk that is inherent only to PRIIPs. Other investment products that are excluded from the scope of the PRIIPs Regulation are also affected by inflation. Taking into account inflation will make it harder for consumers to compare PRIIPs to other investment products;
1. Including inflation would make any model (and the PRIIPs-document as a whole) unstable as the rate of inflation is subject to fluctuation and dependent on for example the frequency of adapting to changing inflation rates;
1. Uncertainty will arise as to which rate of inflation should be used, ex. the European rate or the national rate of inflation. Both instruments have their up and downsides. 

Option B, the amount invested grown at the risk free growth rate is not suitable as this is not easy to understand for the retail investor and makes it more difficult to compare between PRIIPs.
<ESMA_QUESTION_PRIIPs_3>
1. What would be the most reasonable approach to specify the growth rates? Would any of these approaches not work for a specific type of product or underlying investment? 

<ESMA_QUESTION_PRIIPs_4>

It is unclear how this question relates to question 3 and to the development of performance scenarios. Assuralia advocates the use of deterministic and thus hypothetical scenarios, rather than probabilistic scenarios.

The only factual data available for the growth rate of assets are historical data, which are objectively justifiable and not prone to assumptions.
<ESMA_QUESTION_PRIIPs_4>
1. Please state your view on what time frame or frames should the Risk Indicator and Performance Scenarios be based

<ESMA_QUESTION_PRIIPs_5>
Option C (show the risk indicator for the recommended holding period, but include a warning or narrative text that explains the possible variation of risk in time) should be the basis for the risk indicator and performance scenarios.

<ESMA_QUESTION_PRIIPs_5>
1. Do you have any views on these considerations on the assessment of credit risk, and in particular regarding the use of credit ratings?

<ESMA_QUESTION_PRIIPs_6>

In general, Assuralia agrees that credit risk is relevant for certain insurance-PRIIPs. More specifically with regard to the KID however, one has to consider whether the credit risk must be evaluated at the level of the product, the level of the underlying or both, and how credit risk as such can be measured accurately. 

Credit risk can only be appropriately disclosed in a narrative way for insurance PRIIPs. As the underlying funds of a unit-linked life insurance do not dispose of a credit rating themselves, an insurer would need to apply a look-through approach to determine the credit rating of the underlying assets of each fund. It is very difficult to do so in a quantitatively accurate manner: 
1. Applying a quantitative look-through approach for all underlying assets is very onerous and costly; 
1. The credit information necessary to perform a quantitative assessment is not available for all kinds of assets (ex. small caps);
1. Where credit information is available for the underlying assets, this information often cannot be aggregated accurately in a quantitative manner (information from various sources in various formats, different weights of the assets…). 

In terms of credit risk for insurance PRIIPs, it should be noted that the Solvency II regime ensures the financial capability of insurers to fulfil their contractual obligations, even under stressed conditions. Moreover, in Belgium insurers have to refer to the report on their solvency and financial condition established according to article 51 of the Solvency II-directive in their precontractual information for retail investors. In some countries, the insurers’ credit risk is reduced even further by the introduction of insolvency guarantee schemes. Such insolvency guarantee schemes should be taken into account when assessing the credit risk.

<ESMA_QUESTION_PRIIPs_6>
1. Do you agree that liquidity issues should be reflected in the risk section, in addition to clarifications provided in other section of the KID? 

<ESMA_QUESTION_PRIIPs_7>
Assuralia agrees that it is important to distinguish liquidity risk from the liquidity profile of a product:
- the liquidity risk should be communicated to the customer in the risk section in a narrative way;
- the liquidity profile of a product and any associated costs for early redemption have to be explained in the section “how long should I hold it and can I take money out early”.

It should be noted that insurance-based investment products are bought because of the long-term nature of this investment, which is a feature of the product rather than a risk. They are not bought with a short or medium term investment in mind.
<ESMA_QUESTION_PRIIPs_7>
1. Do you consider that qualitative measures such as the ones proposed are appropriate or that they need to be supplemented with some quantitative measure to some extent?

<ESMA_QUESTION_PRIIPs_8>
For guaranteed insurance PRIIPs liquidity risk is not relevant. For unit-linked insurance PRIIPs the liquidity risk should be communicated in a narrative way. 

Assuralia disagrees with the statement that costs and exit penalties for early redemption are a component of the liquidity risk. It is inherent to the product’s characteristics (namely the long term nature of the investment) and thus an aspect of the liquidity profile of the product that already has to be disclosed under the section “how long should I hold it and can I take money out early”. If anything, it also indicates that the product is not illiquid as a consumer can get out early, though at a certain price due to the long term nature of the product.
<ESMA_QUESTION_PRIIPs_8>
1. Please state your views on the most appropriate criteria and risk levels´ definition in case this approach was selected. 

<ESMA_QUESTION_PRIIPs_9>
Assuralia has a preference for the rationale of option 1, although adapted to include the UCITs SRRI to measure levels of loss for those PRIIPs for which the SRRI is applicable (such as funds and the underlying of unit-linked life insurance products). 

Option 1 works both for unit-linked and guaranteed life insurance PRIIPs and takes into account the existing and implemented SRRI-indicator, which - although not flawless - has already proven its merits. Incorporating the SRRI in the indicator would have the added advantages that it improves the comparability of PRIIPs with UCITs and facilitates the potential application of the KID for UCITS products in the future. 

For the exact methodology to determine the risk classes of different PRIIPs, Assuralia proposes to use the following elements:

qualitative measures:

- Solvency of the manufacturer or issuer of the product;
- Solvency of the member state behind a guarantee scheme; 
- Total or partial pay-back of the initial investment; 
- (Investment in) derivatives (>50%); 
- Investment in eligible assets for funds;
- euro or foreign currency; 
- term of the product ( or >10 years);
quantitative measures:
- Volatility of the underlying fund ( or > SRRI 4).

These measures are considered as follows:
Products in euro are seen as less risky than products in a foreign currency. 
A product that provides for a total pay-back of the initial investment will be seen as less risky than a (similar) product that does not provide for a total pay-back. The same goes for products with holding period of 10 years or less, except when the investors are protected by a guarantee scheme. If the initial investment is protected by a guarantee scheme the product is seen as very low risk regardless of its holding period. The credit worthiness of the manufacturer or issuer of the PRIIP, or the government behind a guarantee scheme, will be an additional differentiating factor between the different lower risk classes.
The medium to higher risk classes contain the products that do not fulfill the conditions to be considered a lower risk product. A product that has an SRRI of 4 or less will be considered medium risk, regardless of whether this product is a UCIT or a unit-linked life insurance that invests in the eligible assets for UCITs. A product that invests for more than 50 percent in derivatives will always be considered to fall within the highest risk class. 
Certain risks are difficult to aggregate, but can be highlighted by means of a narrative warning associated with the aggregated risk indicator (ex. liquidity risk).
The advantage of this methodology is that it is simple and easily applicable to all PRIIPs on the EU market, requiring at the most only minor adaptations, such as adding or deleting a criterion. From a retail investor’s perspective it is easy to understand and will give a generic idea of the difference in risk exposure between the different kinds of PRIIPs, without introducing too much nuances that will be difficult to grasp.

<ESMA_QUESTION_PRIIPs_9>
1. Please state your views on the required parameters and possible amendments to this indicator.

<ESMA_QUESTION_PRIIPs_10>
Option 2 could work but only for the assessment of market risk for unit-linked life insurance PRIIPs. 
For guaranteed life insurance PRIIPs measuring market risk on the basis of volatility does certainly not work. Comparing the purely upward volatility of a guaranteed product with the volatility of a non-guaranteed product will generate misleading and unfair results in the KID. Assuralia therefore invites the ESA’s to use the methodology explained in the answer to question 9.
<ESMA_QUESTION_PRIIPs_10>
1. Please state your views on the appropriate details to regulate this approach, should it be selected. 

<ESMA_QUESTION_PRIIPs_11>
Assuralia does not favour option 3 as its functioning rests on the major assumption that the comparability of risks can only be achieved if an identical holding period is set and applied for all products. Fully accurate risk comparison does not only require setting an identical holding period but also setting the exact models and parameters to be used for each kind of PRIIP. It is extremely challenging to achieve such a standardisation in a fair and accurate manner, certainly considering the limited timeframe of the ESA’s to develop the RTS. 

It is unclear what the added value is of this complex option 3 in comparison to the SRRI. It does not seem to be fundamentally different in rationale from the SRRI as the disadvantages identified for the SRRI also hold true for this option (notably the lack of historical data for certain products). Assuralia would like to point out that the SRRI has already been implemented and in use for several years. Though not flawless it has proven its merits.
<ESMA_QUESTION_PRIIPs_11>
1. Please state your views on the general principles of this approach, should it be selected. How would you like to see the risk measure and parameters, why? 

<ESMA_QUESTION_PRIIPs_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_12>
1. Please state your views on the potential use of a two-level indicator. What kind of differentiators should be set both for the first level and the second level of such an indicator? 

<ESMA_QUESTION_PRIIPs_13>
Assuralia prefers option 1. This option already encompasses an (albeit) limited second level distinction, especially if it is adapted to include the SRRI to measure level of loss. 
Assuralia agrees that a two-level indicator can be e a viable option. In practice insurers will be obliged to apply a two-level indicator in any case, even if the ESA’s do not impose this option. The UCITs SRRI will continue to exist for UCITs in parallel with the PRIIPs-indicator. As insurers propose (amongst others) UCITs as underlying investment options in their unit-linked insurance PRIIPs, consumers of these products will be confronted with a two-level indicator. 
<ESMA_QUESTION_PRIIPs_13>
1. Do you have suggestions or concrete proposals on which risk scale to use and where or how the cut-off points should be determined?

<ESMA_QUESTION_PRIIPs_14>
It is foremost important that the indicator gives a fair comparison of the different PRIIPs, is easily understood by consumers and implemented by PRIIPs-manufacturers.

Assuralia proposes to use a neutral presentation of the risks associated with a PRIIP. The figure used to illustrate the UCITs SRRI represents all the necessary characteristics to:
1. make it easy to compare the risks of PRIIPs for retail investors;
1. allow a clear and logical categorisation of the different products; 
1. avoid any negative visual connotations linked to the risk categories as it is neutral as far as design and colours are concerned; 
1. make clear that lower risk entails potentially lower reward and that higher risk entails potentially higher rewards, such as is foreseen for the UCITs SRRI;
1. allow for a combination with a narrative warning for certain specific cases (ex. liquidity risk warning).

Assuralia also proposes to use the following principles: 
-The PRIIPs-risk indicator should not use a numeric scale, in order to avoid confusion with the SRRI-level of risk itself;
-The number of risk classes should be determined by the methodology underlying the risk indicator and by consumer testing;
-Depending on the methodology that will ultimately be decided for the treatment of multi-option products the risk indicator needs to allow for an indication of several risk classes within the indicator.
<ESMA_QUESTION_PRIIPs_14>
1. Please express your views on the assessment described above and the relative relevance of the different criteria that may be considered.

<ESMA_QUESTION_PRIIPs_15>

As indicated before in our answer to question 1, Assuralia advocates the use of deterministic and thus hypothetical scenarios, rather than probabilistic scenarios.

As unit-linked life insurance PRIIPs can propose amongst others UCITs as underlying investment options in their unit-linked insurance PRIIPs, retail investors of these products risk being confronted with different performance scenarios for what is ultimately the same investment. The PRIIPs-methodology for the calculation of performance scenarios should therefore not deviate fundamentally from the UCITs-methodology for the calculation of performance scenarios. 

A certain degree of standardisation is necessary to maintain comparability between different PRIIPs. The more the different building blocks of scenarios are prescribed however, the more the information will become standardised and as a consequence will lose its differentiating power and its added value for the retail investor. Moreover, it will be less flexible to correct for actual market evolution. 

Assuralia therefore suggests identifying general principles at European level, while leaving further development of the model up to the actuarial function of the PRIIPs manufacturers under the supervision of the national competent authority.

<ESMA_QUESTION_PRIIPs_15>
1. Do you think that these principles are sufficient to avoid the risks of manufacturers presenting a non-realistic performance picture of the product? Do you think that they should be reinforced?

<ESMA_QUESTION_PRIIPs_16>
Please refer to our answer on questions 15.
<ESMA_QUESTION_PRIIPs_16>
1. Do you think the options presented would represent appropriate performance scenarios? What other standardized scenarios may be fixed?

<ESMA_QUESTION_PRIIPs_17>
Please refer to our answer on questions 15.
<ESMA_QUESTION_PRIIPs_17>
1. Which percentiles do you think should be set? 

<ESMA_QUESTION_PRIIPs_18>
Please refer to our answer on questions 15.
<ESMA_QUESTION_PRIIPs_18>
1. Do you have any views on possible combinations?

<ESMA_QUESTION_PRIIPs_19>
Please refer to our answer on questions 15.
<ESMA_QUESTION_PRIIPs_19>
1. Do you think that credit events should be considered in the performance scenarios?

<ESMA_QUESTION_PRIIPs_20>
Assuralia proposes not to consider credit events in the creation of performance scenarios. Information on a potential credit risk will be described in the section on risks. This is sufficient to make the retail investor aware of such potential risks.
<ESMA_QUESTION_PRIIPs_20>
1. Do you think that such redemption events should be considered in the performance scenarios?

<ESMA_QUESTION_PRIIPs_21>
Assuralia proposes not to consider information on redemption and the associated charges when creating performance scenarios. This information will be mentioned in the section “how long should I hold it and can I take money out early” and should be sufficient to make the retail investor aware of any potential impact on performance of an early redemption.

As the PRIIPs-document is limited to 3 pages only, (implicit) duplication of information should be avoided.
<ESMA_QUESTION_PRIIPs_21>
1. Do you think that performance in the case of exit before the recommended holding period should be shown? Do you think that fair value should be the figure shown in the case of structured products, other bonds or AIFs? Do you see any other methodological issues in computing performance in several holding periods?

<ESMA_QUESTION_PRIIPs_22>
Assuralia proposes to show the performance only for the recommended holding period.

Information on redemption and the associated charges will be mentioned in the section “how long should I hold it and can I take money out early”. This is sufficient to make the consumer aware of any possibility of an early redemption and its potential impact on performance.

As the PRIIPs-document is limited to 3 pages only, (implicit) duplication of information should be avoided.

<ESMA_QUESTION_PRIIPs_22>
1. Are the two types of entry costs listed here clear enough? Should the list be further detailed or completed (notably in the case of acquisition costs)? Should some of these costs included in the on-going charges? 

<ESMA_QUESTION_PRIIPs_23>
Assuralia proposes to use a uniform methodology for all kinds of PRIIPs. This methodology should be consistent with the methodology used for the UCITs-KID in order to respect the level playing field.

If the underlying of a PRIIP is not a PRIIP itself, manufacturers should only be obliged to disclose the information they are legally entitled to receive from the underlying investment management companies. In addition, any cost associated with an underlying fund will in any case be reflected in the net asset value of the fund. Detailed information on the cost structure of a fund can also be found in the management agreement of a fund. Since manufacturers have no full “look-through”, any other information is not always available.

A second problem arises for ‘multi-option products’. In this case it is not known upfront which option or combination of options a retail investor will chose to invest in. Therefore it is impossible in a pre-contractual generic document to aggregate both the costs of the insurance-PRIIP and the underlying option or options in one document.
<ESMA_QUESTION_PRIIPs_23>
1. How should the list be completed? Do you think this list should explicitly mention carried interest in the case of private equity funds?

<ESMA_QUESTION_PRIIPs_24>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_24>
1. Should these fees be further specified? 

<ESMA_QUESTION_PRIIPs_25>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_25>
1. Should these fees be further specified? The “recovering fees” cover the following situation: when an investor receives income from foreign investments, the third-country government may heavily tax it. Investors may be entitled to reclaim the difference but they will still lose money in the recovering process (fee to be paid).

<ESMA_QUESTION_PRIIPs_26>
Assuralia proposes not to further specify the tax regimes potentially applicable to the investment income. It is practically unfeasible to take into account the various tax regimes applicable in all countries and/or the cost of recovering undue taxes. Such information is very complex and will create confusion for the retail investor as to the tax applicable to his specific case. Moreover, the Regulation already foresees a statement that the tax legislation of the retail investor’s home member state may have an impact on the actual pay-out he receives (art. 8, 3, d, v of the Regulation).
<ESMA_QUESTION_PRIIPs_26>
1. Should these fees be further specified? The “recovering fees” cover the following situation: when an investor receives income from foreign investments, the third-country government may heavily tax it. Investors may be entitled to reclaim the difference but they will still lose money in the recovering process (fee to be paid).

<ESMA_QUESTION_PRIIPs_27>
Assuralia proposes not to further specify the tax regimes potentially applicable to the investment income. It is practically unfeasible to take into account the various tax regimes applicable in all countries and/or the cost of recovering undue taxes. Such information is very complex and will create confusion for the retail investor as to the tax applicable to his specific case. Moreover, the Regulation already foresees a statement that the tax legislation of the retail investor’s home member state may have an impact on the actual pay-out he receives (art. 8, 3, d, v of the Regulation).
<ESMA_QUESTION_PRIIPs_27>
1. This list is taken from the CESR guidelines on cost disclosure for UCITS. What is missing in the case of retail AIFs (real estate funds, private equity funds)? 

<ESMA_QUESTION_PRIIPs_28>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_28>
1. Which are the specific issues in relation to this type of costs? 

<ESMA_QUESTION_PRIIPs_29>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_29>
1. Is it relevant to include this type of costs in the costs to be disclosed in the on-going charges? Which are the specific issues in relation to this type of costs? Which definition of Costs for capital guarantee or capital protection would you suggest? (Contribution for deposit insurance or cost of external guarantor?)

<ESMA_QUESTION_PRIIPs_30>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_30>
1. Which are the specific issues in relation to this type of costs? Should the scope of these costs be narrowed to administrative costs in connection with investments in derivative instruments? In that respect, it could be argued that margin calls itself should not be considered as costs. The possible rationale behind this reasoning would be that margin calls may result in missed revenues, since no return is realized on the cash amount that is deposited, and that: 

<ESMA_QUESTION_PRIIPs_31>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_31>
1. Which are the specific issues in relation to this type of costs? Should this type of costs be further detailed/ defined? 

<ESMA_QUESTION_PRIIPs_32>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_32>
1. How to deal with the uncertainty if, how and when the dividend will be paid out to the investors? Do you agree that dividends can be measured ex-post and estimated ex-ante and that estimation of future dividends for main indices are normally available?

<ESMA_QUESTION_PRIIPs_33>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_33>
1. Is this description comprehensive? 

<ESMA_QUESTION_PRIIPs_34>
Assuralia proposes to use a uniform methodology for all kinds of PRIIPs. This methodology should also be consistent with the methodology used for the UCITs-KID in order to respect the level playing field.  Assuralia would like to point out that transaction costs are not included in the ‘Total Expense Ratio’ (TER) that UCITs are legally obliged to communicate. 

If the underlying of a PRIIP is not a PRIIP itself, manufacturers should only be obliged to disclose the information they are legally entitled to receive from the underlying investment management companies. In addition, any cost associated with an underlying fund will in any case be reflected in the net asset value of the fund. Detailed information on the cost structure of a fund can also be found in the management agreement of a fund. Since manufacturers have no full “look-through”, any other information is not always available.

A second problem arises for ‘multi-option products’. In this case it is not known upfront which option or combination of options a retail investor will chose to invest in. Therefore it is impossible in a pre-contractual generic document to aggregate both the costs of the insurance-PRIIP and the underlying option or options in one document.
<ESMA_QUESTION_PRIIPs_34>
1. Can you identify any difficulties with calculating and presenting explicit broker commissions? How can explicit broker commissions best be calculated ex-ante?

<ESMA_QUESTION_PRIIPs_35>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_35>
1. How can the total of costs related to transaction taxes best be calculated? How should this be done to give the best estimate ex-ante? Are there other explicit costs relating to transactions that should be identified? Do you think that ticket fees (booking fees paid to custody banks that are billed separately from the annual custodian fee paid for depositing the securities) should be added to this list?

<ESMA_QUESTION_PRIIPs_36>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_36>
1. As regards the abovementioned estimate, can the fair value approach be used?[footnoteRef:4]  [4:  One could also argue that all fund managers either have their own dealing desk or sub-contract this to other dealing desks. Since the principle of Best Execution is paramount, the dealers should know the typical spread in the securities with which they deal.] 


<ESMA_QUESTION_PRIIPs_37>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_37>
1. Can you identify any other difficulties with calculating and presenting the bid-ask spread? Do you believe broker commissions included in the spread should be disclosed? If so, which of the above mentioned approaches do you think would be more suitable for ex-ante calculations or are there alternative methods not explored above? 

<ESMA_QUESTION_PRIIPs_38>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_38>
1. Do you believe that market impact costs should be part of the costs presented under the PRIIPs regulation? If so, how can the market impact costs best be calculated? How should this be done to give the best estimate ex-ante?

<ESMA_QUESTION_PRIIPs_39>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_39>
1. How should entry- and exit charges be calculated considering the different ways of charging these charges? How should this be done to give the best estimate ex-ante? Can you identify any other problems related to calculating and presenting entry- and exit fees?

<ESMA_QUESTION_PRIIPs_40>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_40>
1. Which other technical specifications would you suggest adding to the abovementioned methodology? Which other technical issues do you identify as regards the implementation of the methodology?

<ESMA_QUESTION_PRIIPs_41>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_41>
1. Do you think that an explicit definition of performance fees should be included? Do you think the definition by IOSCO is relevant in the specific context of the cost disclosure of the PRIIPs Regulation?

<ESMA_QUESTION_PRIIPs_42>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_42>
1. What would be the appropriate assumption for the rate of returns, in general and in the specific case of the calculation of performance fees?

<ESMA_QUESTION_PRIIPs_43>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_43>
1. Which option do you favor? Do you identify another possible approach to the disclosure and calculation of performance fees in the context of the KID?

<ESMA_QUESTION_PRIIPs_44>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_44>
1. Which of the above mentioned options 1 and 2 for the calculation of aggregate costs would you prefer? Do you agree with above mentioned assumptions on the specificities of the costs of life-insurance products? How should the breakdown of costs showing costs specific to the insurance cover be specified? Do you think that risk-type riders (e.g. term or disability or accident insurances) have to be disregarded in the calculation of the aggregated cost indicator? How shall risk-type rider be defined in this context? (one possible approach might be: A risk-type rider in this context is an additional insurance cover without a savings element, which has separate contractual terms and separate premiums and that the customer is not obliged to buy as a compulsory part of the product). 

<ESMA_QUESTION_PRIIPs_45>
Assuralia strongly disagrees with the idea that the biometric risk premiums should be included in the aggregate cost indicator and thus does not prefer either of both mentioned options. Including these premiums in the cost indicator would falsify the comparison with other PRIIPs. 

The Regulation under article 8, 3. (f) asks for information on the costs associated with the investment in a PRIIP and not to costs related to an insurance risk cover. A biometric risk premium is not an investment cost but a payment to an insurer for which the insurer agrees to pay an insurance benefit in case of an uncertain event. The biometric premium is only due when the consumer chooses to add such a cover to his investment product and depends on the individual characteristics of a client (such as age, health and the height of the coverage he desires). A biometric risk premium is therefore not comparable to investment costs. As justly stated in the discussion paper, it should be regarded as a ‘price’ and not as a cost.

However, a retail investor should always be fully aware that a biometric risk premium is due in exchange for an insurance benefit. He does already receive separate pre-contractual information on the height of the premium on the basis of insurance regulation. It would be confusing for a retail investor to receive this information twice, once in a format that does not reflect his individual circumstances and once with the actual amounts applicable in his individual case. Assuralia therefore proposes to add a generic warning in the cost section that if the retail investor chooses to subscribe an insurance benefit a biometric risk premium will be charged.

It should also be noted that according to article 21 of the Solvency II-directive insurers are obliged in certain member states to communicate the basis and methodology for calculation of the tariff to their supervisory authority and should make them available to the public at their registered office. This is notably the case in Belgium.
<ESMA_QUESTION_PRIIPs_45>
1. Do you think this list is comprehensive? Should these different types of costs be further defined? 

<ESMA_QUESTION_PRIIPs_46>
The mentioned categories are vague and unclear. From a Belgian perspective this list of entry costs is hard to grasp as it seems to make a mix of costs that an investor incurs at the moment of underwriting, costs that he incurs during the life span of a product and costs he only incurs when he decides to take out an additional insurance cover. It also seems to mix costs incurred by the investor and costs incurred by the insurer although the latter is already reflected in the costs charged to the investor or in the guarantee the insurer is able to offer.

In the Belgian insurance market the costs that can be charged to an insurance product are determined by law (cfr. article 27 of the Royal Decree of November 14th 2003 regarding the life insurance activity). Upfront fees usually include:
- the up-front initial costs such as acquisition costs (which also encompass marketing, sales and distribu   tion costs); and
- processing/operating costs (depending on the cost structure of the manufacturer).

From the perspective of the Belgian market the structuring costs (b), the costs for biometrical risks (e), the costs of embedded options (f) and costs for holding required capital (g) should not be considered to be entry costs. These are either ongoing costs or no investment cost at all. Processing/ operating costs (d) can either be charged as entry costs or as ongoing costs. 

Assuralia would like to point out that the regulation differentiates between one-off and recurring costs. It is unclear what the added value is of trying to name the different costs that form the entry, ongoing, and exit costs as the life insurance market is not harmonised and costs will be called differently across national markets. It would be more feasible to give a general description of entry, ongoing and exit costs rather than trying to establish an exhaustive list on the EU level.

In any case, a uniform methodology based on a general description of entry, ongoing and exit costs should be used for all PRIIPs. This methodology should also be consistent with the methodology used for the UCITs-KID in order to respect a level playing field (cfr. our answer to question 23).<ESMA_QUESTION_PRIIPs_46>
1. Do you agree that guaranteed interest rate and surrender options should be handled in the above mentioned way? Do you know other contractual options, which have to be considered? If yes how?

<ESMA_QUESTION_PRIIPs_47>
A guaranteed interest rate is not a cost, but a characteristic of the product. Assuralia agrees with the mentioned SEC’s approach that an insurer should not disclose the fair value of embedded options as a cost. 

We should avoid including several cost indicators for several performance scenarios. Not only is the PRIIPs-document limited in length, but it would also create confusion with the retail investor rather than enhance his understanding of the product. Assuralia agrees that retail investors should not count certain costs twice. As surrender fees already have to be shown under article 8,g, (iii)  they should not be repeated in the cost section of the product. We would also like to point out that the cost for the manufacturer of including surrender options is reflected in the interest rate offered. This is an intrinsic  feature of the product, not an entry cost.
<ESMA_QUESTION_PRIIPs_47>
1. Should the methodology for the calculation of these costs be further specified? 

<ESMA_QUESTION_PRIIPs_48>
Cfr. our answer to Q47.
<ESMA_QUESTION_PRIIPs_48>
1. Do you think this list and breakdown is comprehensive? 

<ESMA_QUESTION_PRIIPs_49>
Assuralia agrees with the list of ongoing costs, except for the part with regard to profit sharing. Non-distributed profits can never be seen as a cost as the retail investor is not entitled to receive them by default. Profit sharing is an extra-contractual bonus that a retail investor may receive. Depending on the country sharing a part of the profits is mandatory by law, contractually agreed or at the discretion of the insurer.

Moreover, the amount of profit sharing and the non-distributed profit is usually not known upfront, which makes it impossible to include information with regard to non-distributed profits in the KID. As rightly concluded on the discussion paper on p. 104-105 the projected cash flows from future discretionary benefits will not easily be broken down on a per product or even a per contract basis with the existing Solvency II-valuation models. Insurers therefore have no basis to estimate future profit sharing and future non-distributed profits. 

We doubt the relevance of such information for the objectives of the KID. The KID should allow the retail investor to compare the return of a certain product with the return of another product. To do so he needs to know the costs charged on his investment and the returns he may receive. The non-distributed profit is none of both. Considering non-distributed profit as an opportunity cost for the retail investor takes the exercise beyond the objective of the PRIIPs-document. A retail investor has to deal with opportunity costs for each financial decision, even for the decision not to invest at all. 

Furthermore we would like to point out that certain costs defined as entry costs on p. 76 are or can be in our understanding ongoing costs, such as structuring costs and processing/operating costs, cfr. our answer to Q46.
<ESMA_QUESTION_PRIIPs_49>
1. Should the methodology for the calculation of these costs be further specified? How?

<ESMA_QUESTION_PRIIPs_50>
Assuralia sees no added value in harmonising the methodology for the calculation of these costs. Many of these costs will only apply depending on the individual decision of the investor (fund reallocation & costs on supplementary or regular payment). Retail investors receive personalised information on the costs applicable to the contract before signing the contract e.g. through an offer, policy conditions, … .  

The PRIIPs-document on the contrary is a standardised precontractual document that provides an overview of the general characteristics of the product to the public, without containing individual personalised information, in order to compare with the general information on other PRIIPs. Harmonising the calculation of these costs for inclusion in a semi-personalised KID would have a major impact on the underlying management systems of insurers. 
<ESMA_QUESTION_PRIIPs_50>
1. Should the methodology for the calculation of these costs be further specified? How?

<ESMA_QUESTION_PRIIPs_51>
Cfr.our answer to Q45 and Q50. 

As Assuralia is of the opinion that the information in the cost section of the PRIIP should only relate to the investment part of the product, costs for managing the insurance risk cover should not be taken into account. These costs will be included in the level of the biometric risk premium and shall as such already be communicated to the policy holder. It should be avoided that these costs are accounted for twice.
<ESMA_QUESTION_PRIIPs_51>
1. Should the methodology for the calculation of these costs be further specified? 

<ESMA_QUESTION_PRIIPs_52>
In Belgium the calculation of the maximum level of exit costs is determined by law (cfr. Art. 30, § 2 of the Royal Decree of November 14th 2003 regarding the life insurance activity). Further specification of the calculation of these costs is thus not necessary for the Belgian market.
<ESMA_QUESTION_PRIIPs_52>
1. Should the methodology for the calculation of these costs be further specified? How? Do fund related costs also exist for with profit life insurance products?

<ESMA_QUESTION_PRIIPs_53>
As surrender fees already have to be shown under article 8,g, (iii)  they should not be repeated in the cost section of the product, cfr. our answer to Q47. It should be avoided that these fees are accounted for twice by the consumer.
<ESMA_QUESTION_PRIIPs_53>
1. How to ensure that the look-through approach is consistent with what is applied in the case of funds of funds?

<ESMA_QUESTION_PRIIPs_54>
Both for feasibility and simplicity reasons a clear distinction should be maintained between the level of the insurance product and the level of the underlying funds.  

If the underlying of a PRIIP is not a PRIIP itself, then the manufacturers might not be able to provide all the information for the underlying which is required by the PRIIPs Regulation since there is no full “look-through”. This applies for example to UCITS funds, which are not obliged to disclose transaction costs. In this case, it should be ensured that the manufacturers are only obliged to disclose the information they are legally entitled to receive from the investment management companies. Any cost associated with an underlying fund will in any case be reflected in the net asset value of the fund.

We would also like to point out that detailed information on the cost structure of a fund can be found in the management agreement of a fund. Insurers will keep the management agreement of the underlying funds of their unit-linked and hybrid insurance products at the disposal of the consumer.
<ESMA_QUESTION_PRIIPs_54>
1. Should the methodology for the calculation of these costs be further specified? 

<ESMA_QUESTION_PRIIPs_55>
Cfr. Our answer to Q54.
<ESMA_QUESTION_PRIIPs_55>
1. Which above mentioned or further options do you support, and why? More generally, how to measure costs that are passed to policy holders via profit participation mechanisms? Would you say that they are known to the insurance company? Do you think an estimate based on the previous historical data is the most appropriate methodology for the calculation of these costs?

<ESMA_QUESTION_PRIIPs_56>
Assuralia does not agree with the statement that (non-distributed) ‘profit sharing’ is considered a cost (cfr. our answer to Q49). 

Secondly, from a retail investor’s perspective, the information on costs and returns is valuable to compare different PRIIPs products and make informed decisions, but information on profit that is not distributed to the customer does not serve this purpose. It should also be taken into account that depending on the country sharing a part of the profit is mandatory by law, contractually agreed or at the discretion of the insurer. 
<ESMA_QUESTION_PRIIPs_56>
1. Is this type of costs really specific to with-profit life-insurance products? Do you agree that these costs should be accounted for as on-going costs?

<ESMA_QUESTION_PRIIPs_57>
Cfr. Our answer to Q49 and 56. 

The costs for managing capital investments are neither costs charged directly to the retail investor, nor costs specific to with profit life insurance products. The surcharges according to the methods of regular payment chosen by the retail investor only apply to those with profit life-insurance products where a premium payment plan and the benefit at maturity are agreed upfront. They do not exist for life-insurance products with free premium payment. 
<ESMA_QUESTION_PRIIPs_57>
1. Do you think the list of costs of life-insurance products presented above is comprehensive? Which types of costs should be added? 

<ESMA_QUESTION_PRIIPs_58>
Although the comments in the consultation document are difficult to understand, the costs identified do not all seem to be correct cfr. our answer to Q49 and 56. 

All costs deduced from the investment of the consumer must be taken into account, regardless of what these costs are called. These do not include so-called indirect ‘opportunity costs’, such as non-distributed profit sharing. Not only is it impossible to cypher them, they are also irrelevant for a retail investor when comparing different PRIIPs.
<ESMA_QUESTION_PRIIPs_58>
1. To what extent are those two approaches similar and should lead to the same results?

<ESMA_QUESTION_PRIIPs_59>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_59>
1. In comparison to structured products, do you see any specificity of costs of structured deposits? Do you think that the potential external guarantees of structured deposits might just have to be taken into account in the estimation of the fair value of these products?

<ESMA_QUESTION_PRIIPs_60>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_60>
1. Do you agree with the above mentioned list of entry costs? Which of these costs are embedded in the price? Should we differentiate between “delta 1” and “option based” structured products? In which cases do you think that some of these costs might not be known to the manufacturer? Which of these types of costs should be further defined?

<ESMA_QUESTION_PRIIPs_61>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_61>
1. To what extent do you think these types of costs should be further defined and detailed? 

<ESMA_QUESTION_PRIIPs_62>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_62>
1. How would you estimate ex ante the spread referred to above in (b), in the case the product is listed as in the case it is not? Should maximum spreads, when available, be considered? Should the term “proportional fees” be further defined? Which definition would you suggest?

<ESMA_QUESTION_PRIIPs_63>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_63>
1. Do you agree with the list of costs outlined above? Which types of costs would require more precise definitions? To what extent should the methodology be prescriptive in the definition and calculation methodologies of the different types of costs?

<ESMA_QUESTION_PRIIPs_64>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_64>
1. Would you include other cost components? 

<ESMA_QUESTION_PRIIPs_65>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_65>
1. Under which hypothesis should the costs of the underlying be included?

<ESMA_QUESTION_PRIIPs_66>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_66>
1. How would you deal with the issue of the amortization of the entry costs during the life of the product? For derivatives it will be notably important to define what the invested capital is, in order to calculate percentages. The possibilities include: the amount paid (i.e. option premium price or initial margin/collateral) or the exposure (to be defined for optional derivatives). Do you see other possible approaches on this specific point?

<ESMA_QUESTION_PRIIPs_67>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_67>
1. Do you think that there are products with ongoing hedging costs (to ensure that the manufacturer is able to replicate the performance of the derivative component of the structured product)? 

<ESMA_QUESTION_PRIIPs_68>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_68>
1. Do you agree with the general framework outlined above? 

<ESMA_QUESTION_PRIIPs_69>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_69>
1. Which criteria should be chosen to update the values in the KID when input data change significantly?

<ESMA_QUESTION_PRIIPs_70>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_70>
1. As the evolution of underlying asset/s should be taken into account, are there specific issues to be tackled with in relation to specific types of underlying? To what extent should the RTS be prescriptive on the risk premium?

<ESMA_QUESTION_PRIIPs_71>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_71>
1. Are you aware of any other assumptions to be set?

<ESMA_QUESTION_PRIIPs_72>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_72>
1. Having in mind that most of the applied models in banking are forward looking (e.g. using implied volatility instead of historical volatility) which are the pros and cons of backward looking approach and forward looking approach? 

<ESMA_QUESTION_PRIIPs_73>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_73>
1. Do you think that there are other risk free curves that could be considered?

<ESMA_QUESTION_PRIIPs_74>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_74>
1. Do you think that there are other market data that could be used to determine the credit risk? Do you think that implied credit spreads from other issuer bonds (other than structured products) could be used?

<ESMA_QUESTION_PRIIPs_75>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_75>
1. How would you determine the credit risk in the absence of market data and which are the criteria to identify the comparable?

<ESMA_QUESTION_PRIIPs_76>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_76>
1. How would you include the counterparty risk in the valuation? Would you include specific models to include counterparty risk in valuation (CVA models)? How would you consider the counterparty risk for pure derivatives?

<ESMA_QUESTION_PRIIPs_77>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_77>
1. In which circumstances do you think parameters cannot be computed/estimated using market data? What would you suggest to deal with this issue? 

<ESMA_QUESTION_PRIIPs_78>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_78>
1. Would it be meaningful to prescribe specific pricing models for structured products, derivatives and CFDs? If yes which are the pros and cons of parametric and non-parametric models?

<ESMA_QUESTION_PRIIPs_79>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_79>
1. What should be the value of x? (in the case of UCITS, x=5, but the extent to which this is appropriate for other types of PRIIPs, notably life-insurance products, is unclear). 

<ESMA_QUESTION_PRIIPs_80>
The PRIIPs Regulation invites the ESAs to develop draft regulatory technical standards with regard to the methodology underpinning the calculation of costs. It does not seem to ask for a minimum required holding period for records of calculations of costs.

In case the ESAs consider this specification necessary and part of their mandate, Assuralia is in favour of a level playing field with UCITS (x=5). This would also be in line with record keeping periods deemed necessary under other legislations such as art. 25 of the regulation n° 600/2014 of 15 May 2014 on markets in financial instruments and amending regulation n° 648/2012.
<ESMA_QUESTION_PRIIPs_80>
1. Should this principle be further explained / detailed? Should the terms “rank pari passu” be adapted to fit the different types of PRIIPs? 

<ESMA_QUESTION_PRIIPs_81>
Further explanation is not necessary.
<ESMA_QUESTION_PRIIPs_81>
1. What should be the relevant figure for the initial invested amount to be taken into account for the calculation of cost figures? Should a higher initial investment amount be taken into account not to overestimate the impact of fixed costs? How should the situation of products with regular payments be taken into account for that specific purpose? (Would an invested amount of 1 000 euros per period of time be a relevant figure?) 

<ESMA_QUESTION_PRIIPs_82>
An initial invested amount of 1000 euros for the calculation of cost figures for all PRIIPs can confuse retail investors, for instance in cases where the minimum amount is higher or when this amount does not fit the purpose of the product. An investor will for example, typically want to invest relatively small amounts on a regular basis in a savings product, whereas he will typically invest only one or few, relatively high sums in an investment product. It should also be noted that if this is not taken into account any fixed costs in PRIIPs with a high minimum amount of subscription will weigh through much more in the KID calculation than they would in reality.

Considering the very broad scope of the Regulation, setting a fixed initial invested amount for the very diverging products under the PRIIPs-scope does not seem appropriate. A KID manufacturer should therefore have the choice between the fixed amount of 1000 euros and, where relevant for the consumer, a customised amount that takes into account the characteristics of the product in question. This option offers the advantage that the investor will be provided with suitable, recognizable product-tailored information. <ESMA_QUESTION_PRIIPs_82>
1. For some life-insurance products, the costs will differ on the age of the customer and other parameters. How to take into account this specific type of PRIIPs for the purpose of aggregating the costs? Should several KIDs for several ages be considered?

<ESMA_QUESTION_PRIIPs_83>
As biometric risk premium is not a cost (cfr our answer to question 54) we disagree with any obligation to produce separate KIDs for different age groups. 

If the ESA’s would continue to consider the biometric risk premium as a cost, Assuralia would like to highlight the following issues: 

- The KIDs length is restricted to 3 pages and the document has to be oriented towards a wide audience.   Differentiating KIDs on the basis of personal characteristics does not fit that format;
- The suggestion to elaborate different KIDs for insurance PRIIPs for several age groups creates a competitive disadvantage for insurers vis-a-vis other PRIIPs- and UCITs-manufacturers that do not have to make a multitude of KIDs for one product; 
- The height of the biometric risk premium depends not only on the age of the consumer, but also on other parameters. Focussing on age only would create the false impression that other parameters do not interfere, while creating different KIDs for each of these other parameters would not only confuse the consumer as to whether they all refer to the same product, but would also be practically impossible: Several of these parameters can apply to one individual consumer which would mean that a KID should be created for all possible combinations of parameters. This would generate a multitude of KIDs for a single product.

Already at present, any retail investor can ask for an exact calculation of the premium for his individual case. In Belgium it is required by law to also inform him at the precontractual stage of the segmentation criteria used by the insurer. There is no need to include this personalised information in a non-personalised product information document. 
<ESMA_QUESTION_PRIIPs_83>
1. Do you agree with the abovementioned considerations? Which difficulties do you identify in the annualisation of costs?

<ESMA_QUESTION_PRIIPs_84>
There are no particular difficulties in the annualisation of costs, as long as the necessary assumptions are set. General principles can be set at the European level. The further choice of the assumptions is better left to the PRIIPs manufacturers under the supervision of the national competent authority. This option offers the advantage that the investor will be provided with suitable, recognizable product-tailored information.

However, it will be difficult to achieve the goal of transparency by using an average value in the denominator. If one insurer has contracts with a higher average net investment than another insurer but uses exactly the same cost structure and level of costs, the TCR for his products will still be lower, which is not correct. Moreover, Assuralia would like to stress that calculations based on the idea of an ‘average consumer’ could be misleading for retail investors, as they will not correctly grasp the fact that their own characteristics could differ from this ‘average consumer’. Consumer preference and behaviour can also differ from market to market and thus cannot be predefined at the European level.

It should also be noted that as different denominators will have to be used for different kind of PRIIPs this will hamper comparison between PRIIPs-products. In the case of multi-option products it is unclear which net assets should be taken into consideration. 

It would be preferable to work with a set of predefined standardised examples for the different PRIIPs to calculate a summary cost indicator. This methodology offers two advantages: 
- it would allow for the calculation of an aggregated cost figure that can be compared amongst PRIIPs; 
- it does not create the impression with the consumer that the figure is exactly reflecting his specific situation.

<ESMA_QUESTION_PRIIPs_84>
1. Which other assumptions would be needed there? In the case of life-insurance products, to what extent should the amortization methodology related to the amortization methodology of the premium calculation? To what extent should the chosen holding period be related to the recommended holding period?

<ESMA_QUESTION_PRIIPs_85>
Assuralia agrees that several assumptions need to be made in order to annualize the costs. This does not limit itself to the data needed to calculate the numerator, but also to the denominator, such as whether the amount invested is paid through a lump sum, a regular payment or a free premium payment. The chosen holding period should indeed be related to the recommended holding period.

In order to enhance comparability and provide non-misleading information to retail investors, Assuralia is in favour of fixed scenarios that are not linked to an ‘average consumer’. Taking account of the non-harmonised nature of the European life insurance market, these fixed scenarios should be determined at the national level. This offers several advantages: 
- it would allow for the calculation of an aggregated cost figure that can be compared amongst PRIIPs; 
- it does not create the impression with the consumer that the figure is exactly reflecting his specific situation.

It should also be noted that this approach would be easier to implement for insurers within the limited timeframe available.
<ESMA_QUESTION_PRIIPs_85>
1. This definition of the ratio is taken from the CESR guidelines on cost disclosure for UCITS. Is it appropriate also in the case of retail AIFs? Should it be amended? Another approach to calculate these costs is to calculate the ratio of the total of these amortized costs to the invested amount in the fund. However in that case the question remains as to how to aggregate this ratio with the on-going charges ratio. Another possible approach could be to use the ratio between the total amount of costs over the holding period and the average net investment (assumed during the whole period, in order to take into account future additional investments, partial withdrawals, payments (i.e. programmed investments or disinvestments)). Do you think this approach would be appropriate?

<ESMA_QUESTION_PRIIPs_86>
As the retail investor should be able to compare different products it seems appropriate to use the same definition of the ratio as is used for the cost disclosure for UCITs, especially since unit-linked life insurance PRIIPs can invest in UCITs. However, as stated in our answer to question 84, using an average in the denominator has important drawbacks.
<ESMA_QUESTION_PRIIPs_86>
1. What would be other options to define the TCR ratio in the case of life-insurance products? What about the case of regular payments or regular increasing? Which definition would you favour? How to ensure a level playing field and a common definition with the other types of PRIIPs in this regard? Another possible approach could be to use the ratio between the total amount of costs over the holding period and the average net investment (assumed during the whole period, in order to take into account future additional investments, partial withdrawals, payments (i.e. programmed investments or disinvestments)). Do you think this approach would be appropriate? To what extent do these possible calculation methodologies fit the case of insurance products with regular payments? 

<ESMA_QUESTION_PRIIPs_87>
For Assuralia consistency in the methodology to be used for the different PRIIPs is of utmost importance. However, as stated in our answer to question 84, using an average in the denominator has important drawbacks.
<ESMA_QUESTION_PRIIPs_87>
1. What would be other options to define the TCR ratio in the case of structured products? Do you identify other specific issues in relation to the TCR if applied to structured products? Another possible approach could be to use the ratio between the total amount of costs over the holding period and the average net investment (assumed during the whole period, in order to take into account future additional investments, partial withdrawals, payments (i.e. programmed investments or disinvestments)). Do you think this approach would be appropriate? For derivatives, it might be the case that it is necessary to further define the concept of investment to be used as denominator of the ratio. Possibilities include the use of the actual sums paid and received (i.e. initial margins, variation margins, collateral postings, various payoffs, etc.) or the use of the exposure (i.e. market value of the derivative underlying). Do you think these approaches would be appropriate?

<ESMA_QUESTION_PRIIPs_88>
For Assuralia consistency in the methodology to be used for the different PRIIPs is of utmost importance. However, as stated in our answer to question 84, using an average in the denominator has important drawbacks.
<ESMA_QUESTION_PRIIPs_88>
1. This definition of the ratio is taken from the CESR guidelines on cost disclosure for UCITS. Is it appropriate also in the case of retail AIFs? Should it be amended? Another possible approach could be to use the ratio between the total amount of costs over the holding period and the average net investment (assumed during the whole period, in order to take into account future additional investments, partial withdrawals, payments (i.e. programmed investments or disinvestments)). Do you think this approach would be appropriate?

<ESMA_QUESTION_PRIIPs_89>
For Assuralia consistency in the methodology to be used for the different PRIIPs is of utmost importance. However, as stated in our answer to question 84, using an average in the denominator has important drawbacks.
<ESMA_QUESTION_PRIIPs_89>
1. These different aforementioned principles are taken from the CESR guidelines on cost disclosure for UCITS. Is it also appropriate in the PRIIPs context?

<ESMA_QUESTION_PRIIPs_90>
As stated in our answer to question 84, using an average in the denominator has important drawbacks. Using ex-post data does not allow for comparability and is misleading for a retail investor as this means working with averages which will not necessarily fit his specific situation. Assuralia is therefore in favour of fixed scenarios that are not linked to an ‘average consumer’, see our answers to question 84 and 85.
<ESMA_QUESTION_PRIIPs_90>
1. To what extent do the principles and methodologies presented for funds in the case of on-going charges apply to life-insurance products?

<ESMA_QUESTION_PRIIPs_91>
For Assuralia consistency in the methodology to be used for the different PRIIPs is of utmost importance. However, as stated in our answer to question 84, using an average in the denominator has important drawbacks. We also refer to our answer to question 54, both for feasibility and simplicity reasons a clear distinction should be maintained between the level of the insurance product and the level of the underlying funds.
<ESMA_QUESTION_PRIIPs_91>
1. Do you think this methodology should be further detailed? To what extent do you think this methodology is appropriate and feasible (notably in terms of calibration of the model)? It might indeed be considered that valuation models for Solvency II usually are not likely to be designed for per contract calculations. Life insurers may restrict the calculation of technical provisions in the Solvency II-Balance-Sheet to homogenous risk groups. Furthermore they are allowed to use simplified calculation methods if the error is immaterial at the portfolio level. As profit sharing mechanisms in many countries are applied on the company level and not on a per contract level, projected cash flows from future discretionary benefits will not easily be broken down on a per product or even a per contract basis with the existing Solvency II-Valuation-Models. 

<ESMA_QUESTION_PRIIPs_92>
The ESAs are right in stating that the valuation models for SII are not designed for per contract calculations. It would be preferable to work with a set of predefined standardised examples for the different PRIIPs, which should be set at the national level. This offers several advantages: 
- It would allow for the calculation of an aggregated cost figure that can be compared amongst PRIIPs; 
- it does not create the impression with the consumer that the figure is exactly reflecting his specific situation.

It should also be noted that this approach would be easier to implement for insurers within the limited timeframe available.
<ESMA_QUESTION_PRIIPs_92>
1. Do you identify any specific issue in relation to the implementation of the RIY approach to funds?

<ESMA_QUESTION_PRIIPs_93>
Assuralia is of the opinion that the cost aggregation for the different kinds of PRIIPs should be based on the same methodology in order to achieve a minimum level of comparability. Assuralia advocates that this methodology should not take into account biometric benefits and biometric risk premium. 

Assuralia is of the opinion that the different parameters that have to be taken into account in order to aggregate costs of life insurance PRIIPs are the following:
1. Performance has to be simulated based on the performance of the underlying for unit-linked life insurance, performance of guaranteed life insurance has to be based on the current interest rate offered by the insurer;
2. The performance scenarios should be consistent with the scenarios that have to be set up according to other insurance legislation (such as Solvency II and MiFID);
3. The term of the product taken into account should be either the maturity date of the contract or, if none is set, the recommended holding period.

The most difficult challenge will lie in the aggregation of costs that are not fixed at inception. There are for example insurance PRIIPs where the retail investor can decide at any moment during the lifetime of the contract what to pay. The premium inflow for these products is therefore completely random and at the choice of the consumer. For each new premium payment the consumer could theoretically get a different guaranteed interest rate.

Depending on the solution that will ultimately be decided concerning the treatment of multi-option insurance PRIIPs, the methodology might need to be adapted to be applicable for these products.
<ESMA_QUESTION_PRIIPs_93>
1. In addition to the abovementioned issues and the issues raised in relation to TCR when applied to structured products, do you identify any other specific issue in relation to the implementation of the RIY approach to structured products?

<ESMA_QUESTION_PRIIPs_94>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_94>
1. Do you agree with the above-mentioned assessment? Should the calculation basis for returns be the net investment amount (i.e. costs deducted)? Do you identify specific issues in relation to the calculation per se of the cumulative effect of costs?

<ESMA_QUESTION_PRIIPs_95>
Assuralia suggests assuming a 0% growth and thus disregarding this factor. Otherwise even more uncertainty is built into the calculation, which will make the final result too hypothetical to be useful.

The calculation basis for returns should in any case be the gross premium (as is used in the examples in the annex) and not the net invested amount. Otherwise certain costs will be counted twice when calculating the RIY on the basis of these returns.
<ESMA_QUESTION_PRIIPs_95>
1. Is this the structure of a typical transaction? What costs impact the return available to purchasers of the product?

<ESMA_QUESTION_PRIIPs_96>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_96>
1. What costs impact the return paid on the products?

<ESMA_QUESTION_PRIIPs_97>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_97>
1. What are the potential difficulties in calculating costs of an SPV investment using a TCR approach?

<ESMA_QUESTION_PRIIPs_98>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_98>
1. What are the potential difficulties in calculating costs of an SPV investment using a RIY approach?

<ESMA_QUESTION_PRIIPs_99>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PRIIPs_99>
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