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BIBA response to CP09/26 

The British Insurance Brokers’ Association (BIBA) is the UK’s leading general insurance organisation, representing the interests of insurance brokers, intermediaries and their customers. 

BIBA represents 2,400 insurance brokers and intermediaries, including 1,700 FSA authorised firms. Insurance brokers and intermediaries distribute nearly two-thirds of all UK general insurance. In 2007, insurance brokers and intermediaries generated £1.5 billion of invisible earnings and they introduce £22 billion of premium income into London’s insurance market each year.

BIBA is the voice of the industry, advising members, the regulators, the Government, consumer bodies and other stakeholders on key insurance issues.  BIBA provides unique schemes and facilities, technical advice, guidance on regulation and business support and is helping to raise, and maintain, industry standards. BIBA works closely with the Chartered Insurance Institute to provide training to those working in the industry and actively participates in helping the industry and its customers deal with some of the major issues of the day.

BIBA members provide professional advice to businesses and consumers, playing a key role in identification, measurement, management, control and transfer of risk.  They negotiate appropriate insurance protection tailored to individual needs and operate to a very high standard of customer service with the aim of ensuring peace of mind, security, financial protection and the professional advice required.

BIBA’s views 
BIBA greatly welcomes the FSA’s desire to introduce a fairer and more transparent basis upon which regulated fees are levied to individual firms. 

The concept that, as far as is reasonably possible, the fee should reflect the true cost of regulating each firm is correct and deserves support.

Although we fully understand this Consultation Paper is seeking specific comment on the proposals to introduce a fairer manner by which regulatory fees are subdivided, we are finding it extremely difficult to gain a consensus from our members because of the universal view that the overall cost of regulation, applying to the A19 fee block, is completely disproportionate compared to the rest of the EU.

The two main proposals, outlined in the Consultation Document, relate to the introduction of (firstly) an increased minimum fee and (secondly) the removal of the tapering of fees in respect of larger firms by the introduction of a straight-line recovery policy.  
· Minimum fees
The concept a minimum fee should be sufficient to cover the costs of regulating an individual firm, without cross-subsidy, is accepted as being fair and proportionate.

However the proposal to increase the minimum fee from £450 to a £1,000 is overwhelmingly rejected on the basis that the budget itself is vastly more than it should be for regulating the A19 community when compared to the rest of EU. 

As you are aware insurance intermediaries are only included within FSA’s regulatory scope due to the Insurance Mediation Directive. 
As BIBA is an active member of the European Federation of Insurance Intermediaries (BIPAR), we asked it to prepare a summary of the regulatory fees paid by insurance intermediaries across the EU and we replicate below the details as they apply to the larger western European states.

	Country
	Details of fees

	
	

	Belgium
	In 2009: 

Basic registration fee: € 155  

Specific registration fee: € 46,50 per each person in charge of distribution

The method of calculation and rates used are defined by ministerial decree (very complicated system  When the number of intermediaries decreases, the tariffs increase. 



	France
	Registration, which must be renewed each year, is subject to prior payment to the register of an annual registration fee set at €50 by a ministerial order of 3 November 2006.  


	Germany
	€200 to 250 (cost varies according to regional chambers of commerce) plus €10 to 20 for every other European country in which the intermediary intends to render his services.  Registration: €25.



	Ireland
	Band
Income Range

€
Amount
€
1
0 – 50,000
135
2
50,001 – 250,000
270
3
250,001 – 600,000
810
4
600,001 – 1,000,000
1,400
5
1,000,001 – 1,250,000
2,150
6
1,250,001 – 1,500,000
3,225
7
1,500,001 – 4,000,000
6,450
8
4,000,001 – 6,000,000
12,400
9
6,000,001 – 7,500,000
17,200
10
Over 7,500,000
19,400


	Italy
	a) section A (insurance agents)

a1) natural persons € 63

a2) legal persons € 292

b) section B (insurance and reinsurance brokers)

b1) natural persons € 63

b2) legal persons € 292



	Netherlands
	Annual fixed fee € 827 plus
>1fte to 21fte = €160,70 per fte

21fte to 201 = €146,52 per fte


	Spain
	Fee is only for new registration and it is not necessary to renew each year. Exclusive agents (natural persons) will pay €10. Tied agents, insurance and reinsurance brokers (natural persons) will pay €60. Insurance brokers, reinsurance brokers firms (legal persons) and bancassurance operators will pay €140.



Although we understand that this Consultation Paper is not seeking views on the FSA’s budget, nonetheless our membership cannot support the suggestion that the revised minimum fee of £1,000 is remotely reasonable when the existing limit of £450 is considered more than adequate in the rest of EU.  
Additionally, to add to the annoyance of our membership, the Consultation Paper points out that the burden of the new minimum fee will be most strongly felt in the insurance intermediary sector.  It is therefore important that the FSA does not lose sight of the fact that the proposed increase in the minimum from £450 to £1,000 will have a significant impact on the very smallest regulated firms; very largely operating in a very low risk area.  As £450, when compared to the rest of the EU, is considered excessive then it is understandable that the suggested £1,000 is now seen as unacceptable. 
· Straight-line recovery policy
In answer to – 

Q5: Do you agree with our proposed adoption of a straight line recovery policy? 

We agree that for those fee blocks where the supervisory approach is consistent, the adoption of a straight-line recovery policy is a sensible move.

However, only a small proportion of insurance intermediaries are directly supervised and this would lead us to question the appropriateness of a straight-line recovery policy in the A19 fee block.

We appreciate the level of fees payable by insurance intermediaries should be driven by the costs of supervising our sector. 
However, a significant part of the cost of supervising insurance mediation activities currently comes from your ongoing work in the payment protection insurance (PPI) market. Whilst this is not exclusively an issue for non-insurance specialist firms, the lion’s share of your costs are driven from such firms and we have significant concerns that the insurance specialist intermediaries are once again being asked to cross-subsidise the cost of supervising others.

For the new fee structure to operate fairly, it is imperative that the underlying budget has a transparent and accurate assessment of costs applying to our specific sector without cross-subsidy or other unfair costs – for example our sector should not bear any costs associated with deficits in the FSA pension fund in respect of liabilities that pre-date the regulation of our sector.    
In conclusion BIBA welcomes the move towards greater transparency in fee setting but our membership is seeking far greater transparency around the ‘value for money’, bearing in mind that most of them do not have a dedicated supervisor.

