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(A) Context 

Institutions for Occupational Retirement Provision (lORPs) are important for financing of 
Europe's economy and in promoting social cohesion in several Member States. Covering 
over 20% of the EU's labour force and managing assets worth over €2.7 trillion, they play 
a role in meeting the challenges in attaining adequate, safe and sustainable pensions across 
the EU. Adopted in 2003, the IORP Directive introduced minimum harmonisation of 
prudential standards and mutual recognition of supervision. A debate on the possible 
changes to the directive started in 2008. In its resolution of 21 May 2013, the European 
Parliament considers that the IORP II proposal should strengthen prudential standards for 
governance and risk management and transparent information disclosures. 

(B) Overall opinion: NEGATIVE 

The report still needs to be significantly improved in a number of important respects. 
First, the problem definition should better demonstrate the existence of the stated 
problems, in particular, those related to specific problems 2 and 3 (i.e. governance 
and risk management weaknesses and disclosures ineffectiveness) by substantiating 
them with evidence. Moreover, considering the low proportion of cross-border 
lORPs, the report should better explain why Member States cannot address specific 
problems 2, 3 and 4 (i.e. insufficient supervisory powers) on their own, and explain 
why EU action is necessary now. The presentation and analysis of the options should 
be streamlined by identifying alternative options. The report should also better 
demonstrate the effectiveness of the planned measures, notably the standard Pension 
Benefit Statement, and critically assess the proportionality of the retained measures, 
such as the harmonisation of supervisory powers, given that only 0.01% of lORPs are 
cross-border. 

Given the nature of these concerns, the LAB requests DG MARKT to resubmit a 
revised version of the LA report on which it will issue a new opinion. 

* Note that this opinion concerns a draft impact assessment report which may differ from the one adopted. 
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(C) Main recommendations for improvements 

(1) Further improve the problem description. The problem definition sections need to be 
reinforced, in particular regarding the relevance of both the arguments put forward and the 
evidence backing them. The description still concentrates too much on what should be done 
instead of why it should be done. The drivers listed in section 3.3.3 should then focus more 
on the real market and regulatory failures instead of on what is missing in the IORP 
Directive. Thus, if demonstrable, the lack of incentives to conduct proper risk management 
could be an example of a market failure and the lack of clarity in the Directive on what 
cross-border activity is could be an example of a regulatory failure. Regarding the evidence 
presented the causal link between the data/examples and the identified problem is not 
always clear. For example, considering the important domestic bias of pension funds' 
portfolios (notably regarding fixed income investments) differences between countries in 
terms of investment returns do not seem to be a clear-cut proof for the existence of 
differences in the quality of governance and risk management. Furthermore, the fact that 
Europeans are worried about their pensions does not appear to be a relevant example 
illustrating the problem of members not receiving easy to understand pension information 
(specific problem 3). If no further evidence is available to underpin some of the problems, 
the report should at least strive to refer to stakeholders' views in order to support statements 
such as 'lORPs may not take a systemic approach to their own risk assessment' or 
'[members of defined benefit and hybrid schemes] are not aware that pensions are not fully 
guaranteed'. In addition, the report should further develop the baseline scenario to give a 
clearer idea of the scale of the problem by, for example, clarifying how many Member 
States have made use of the possibility of introducing additional quantitative investment 
restrictions and how different those additional requirements are from one Member State to 
the other. Likewise, the average time to set up a cross-border IORP is reported, but in the 
absence of a reference to the average time for setting up a domestic IORP, the reader 
cannot conclude whether that is disproportionate or not. Finally, the report should not rule 
out the 'no action' option from the very first line (of the problem definition section). 

(2) Better demonstrate the need for EU action. Given the small munber of cross-border 
lORPs and the concentration of the IORP market in a few Member States, the report should 
better explain why action at national level would not be effective in addressing the 
identified problems. Thus, while the necessity of EU action to address prudential barriers to 
cross-border lORPs (specific problem 1) is presented in a clearer way, the report still fails 
to explain why Member States cannot deal on their own with the other 3 specific problems 
(in particular that of insufficient supervisory powers). The report should also give a clearer 
idea of the development potential for an IORP single market, by better explaining how big 
the demand for cross-border lORPs is. Currently, the anecdotal evidence provided in annex 
E is confusing and sometimes illustrates obstacles to the establishment of cross-border 
lORPs that are not relevant (e.g. language barriers). Finally the report should explain if this 
proposal would not benefit from the re-examination of the solvency related issues. 

(3) Better present objectives and options. The report should put forward truly measurable 
operational objectives (e.g. to increase the munber of cross-border lORPs) against which 
the success of the retained measures can be assessed. The list of monitoring indicators 
should then be revised to align them with the new set of operational objectives. The 
structure and presentation of the set of options considered should be substantially reviewed. 
The approach of identifying alternative options for each operational objective multiplies the 
number of options and renders the exercise artificial, since in a number of cases no real 
choice exists (notably regarding operational objectives 1, 3, 7 and 8). Alternatively, 
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packages of options could be defined upfront, e.g. differing on the level of ambition. Each 
package would then aim to address all objectives to a lesser or larger extent. Furthermore, 
clarity would be enhanced if the description and the analysis of the options were presented 
in different sections. 

(4) Better assess the options and better demonstrate the effectiveness and 
proportionality of the retained measures. On the basis of a streamlined set of options, 
the report should better assess some important impacts, such as on SMEs or Member 
States. For example, it is not clear how outsourcing would mitigate the burden for small 
lORPs related to the new requirements, or how significant the additional required 
supervisory resources would be. Furthermore, the report should still better demonstrate the 
effectiveness of the retained measures and assess the impact of the expected short-term 
additional costs on the uptake of lORPs. For example, it is currently difficult to see why a 
standardised pension benefit statement would be more effective than personalised 
information in providing clear and relevant information. In this context, the report should 
clarify whether the standardised statement has been tested with pension fund beneficiaries 
(or whether it will be tested ahead of the forthcoming corresponding delegated act). 
Moreover, the report should better justify why harmonising supervisory powers and the 
pension benefit statement are considered proportionate measures at this stage (when only 
0.01% of the lORPs are cross-border). Concerning the quantification included in the 
analysis, the report should explain the logic behind the assumptions made or, alternatively, 
clarify whether they have been cross-checked with stakeholders/national supervisors. 
Given that the greatest estimated benefits stem from missed returns due to bad risk 
management, the report should in particular justify why it is assumed that 10-25% of 
lORPs are badly managed. The views of stakeholders on the different options should be 
more openly discussed. 

Some more technical comments have been transmitted directly to the author DG and are expected to be 
incorporated in the final version of the impact assessment report 

(D) Procedure and presentation 
The length of the executive summary should be brought closer to the 10 translation-page 
limit (i.e. 15,000 characters). 

(E) IAB scrutiny process 

Reference number 201 l/MARKT/002 

External expertise used No 

Date of IAB meeting Written procedure 

An earlier version of this report was submitted to the IAB in 
July 2013, for which the Board issued an opinion on 6 
September 2013. 
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