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1. Executive Summary 

 

In its Press Release
1
 published on 27 March 2014, PensionsEurope “welcomed the Commission’s 

commitment to high standards of pension scheme governance and communications, but cautioned 

that some of the proposals risk creating unnecessary extra burdens for schemes”. 

 

PensionsEurope also welcomes that the proposal for a Directive on the activities and supervision of 

institutions for occupational retirement provisions (hereafter referred to as IORP II) does not contain 

any reference to harmonised solvency framework. Workplace pensions are based on social and 

cultural traditions and strongly linked to statutory public (first pillar) pension provision, which differ 

between Member States. For this reason, we do not believe that quantitative requirements can be 

harmonised in an appropriate way. IORPs cannot be regulated in the same way as banks and 

insurance companies. 

 

This paper aims to focus on the general approach of the proposal and on key general issues for 

PensionsEurope. In June/July 2014, PensionsEurope aims to publish a detailed Position Paper 

focusing on each article. This statement is organised as follows: After an introduction (chapter 2), this 

paper lists the new requirements in IORP II in chapter 3. The fourth chapter presents key statement 

on general aspects of the Directive proposal. In chapter 5, the paper displays PensionsEurope’s 

general views on conditions governing activities while the chapter 6 comments the information 

disclosure requirements. 

 

PensionsEurope stresses the importance of the following elements: 

 

Impact Assessment 

 

We regret that the European Commission did not take more time to provide a sound impact 

assessment for a Directive that will have consequences on millions of members and beneficiaries, 

employers, IORPs and competent authorities. We question the reliance of the figures put forward by 

the European Commission. For instance, the potential cost of the Pension Benefit Statement 

(estimated at 22 euros per members as a one-off implementation) and the Risk Evaluation for 

Pensions are difficult to estimate as the details of such requirements will be decided at Level 2, after 

mapping the already existing similar practices at national level. Therefore, any extrapolation at EU 

level seems not accurate and not based on facts.  

 

We would also like to point out that the Impact Assessment makes statements which are not based 

on evidence and which are factually wrong. For example, statements such as “a general lack of a 

comprehensive approach to risk management of financial institutions in the EU was revealed during 

the financial crisis” (page 3 of the Executive Summary) are clearly not true for all EU Member States.  

                                                           
1
 The Press Release can be found here: 

http://www.pensionseurope.eu/system/files/Press%20Release%2071%20-

%20PensionsEurope%20reaction%20to%20revised%20IORP%20Directive.pdf 
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IORPs are first and foremost institutions with a social purpose 

 

IORPs are institutions strongly embedded within national social models and primarily governed by 

social and labour law. This social purpose is reflected in the triangular relationship between 

employers, employees and the IORP, often through the involvement of the social partners. These 

features are absolutely essential and should be fully taken into account when regulating occupational 

pensions. The application of standardised consumer protection-type of legislation to IORPs misses 

both the specificities of the occupational pension sector and the national design of the pension 

systems.   

 

Cost issues 

 

PensionsEurope notes the inflation of articles compared to IORP I Directive and is extremely 

concerned about the costs arising from the Directive proposal for IORP II which are likely to exceed 

those foreseen by the Impact Assessment. The one-size-fits-all approach misses the necessary 

distinction between members and consumers as well as between individual and collective schemes 

and results for example in an unnecessary overload with regards to information disclosure 

requirements. In the end, PensionsEurope reminds that the costs will be borne by employers, 

members and beneficiaries thus lowering the level of pension benefits. 

 

Goals of the Directive 

 

PensionsEurope shares the goals of the European Commission to facilitate the development of 

occupational retirement savings and to provide sustainable and adequate occupational pensions to 

European citizens. However, we disagree on the means proposed by the European Commission. We 

do not agree that these goals can be fulfilled through enhanced cross-border activity and the 

provision of EU-standardised documents bringing no added value compared to existing national 

requirements.  

 

Proportionality 

 

PensionsEurope calls for a proportionate proposal, notably when designing delegated acts. Any 

regulatory change should take into account national diversity and give to the Member States the 

flexibility and the opportunity to tailor the requirements to fit their national systems. 

 

Delegated acts and review clause 

 

Considering the diversity of occupational pension systems across the EU and the central role played 

by national social and labour law, more flexibility should be given to the Member States in order to 

implement the IORP II Directive. 

 

Therefore, PensionsEurope calls for appropriate information at Level 1 giving flexibility for Member 

States to implement the Directive according to the specificities of their national pension systems. We 
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call for an adequate design of the delegated acts as well as good and efficient involvement of 

stakeholders in the development of these standards. Indeed, they should not be addressed with only 

limited opportunities for the Council, the European Parliament and stakeholders to get involved. 

Above all, the use of delegated acts in such important aspects should not undermine the competence 

of the Member States in the area of pensions 

 

2. Introduction 

 

Under the current European supervisory regime, workplace pensions are regulated by the IORP 

Directive (Directive 2003/41/EC). The Directive contains several requirements for IORPs, but allows 

Member States to impose additional rules at national level. It is not by coincidence that the current 

IORP Directive was designed in such a flexible way as it is the only possible way to cover the varied 

workplace pension landscape in the EU. This diversity is due to several factors, such as the link 

between occupational pensions and first pillar (State) pension provision, the link between 

occupational pensions and national social and labour law and the differences in taxation of 

occupational pension plans. It should be always kept in mind that second pillar pensions depend a lot 

on the design of other pension pillars (especially social security). Furthermore, the role of social 

partners in occupational pensions varies substantially between Member States. These features are 

designed in a different way by the Member States according to their pension system in order to 

achieve pension adequacy.  

 

However, according to the European Commission, the IORP I Directive needs to be revised because: 

 

− The economic and financial crisis revealed vulnerabilities in the pension sector particularly 

with regards to governance;  

− There is a need to take into account the changes of the occupational pension landscape with 

a clear shift from Defined Benefit (DB) schemes to Defined Contribution (DC) schemes; 

− Regulatory divergences, overlapping requirements and excessively burdensome cross-border 

procedures must be reduced in order to strengthen cross-border activity of IORPs; 

− There is evidence of significant gaps in the level of information provided to the members and 

beneficiaries. 

 

In April 2011, the European Commission asked EIOPA for advice on the review of the IORP Directive 

in order to create an EU-wide legislative framework for IORPs. After having carried out two public 

consultations, EIOPA delivered its final advice
2
 to the European Commission on 15 February 2012. 

Based on the Solvency II structure, the advice proposed to modify the IORP Directive into a three 

pillar framework covering quantitative requirements (1
st

 pillar), governance and other qualitative 

requirements (2
nd

 pillar) as well as disclosure requirements (3
rd

 pillar). After a Quantitative Impact 

                                                           
2
 https://eiopa.europa.eu/fileadmin/tx_dam/files/consultations/consultationpapers/CP06-11/EIOPA-BOS-12-

015_EIOPA_s_Advice_to_the_European_Commission_on_the_review_of_the_IORP_Directive.pdf 
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Study
3
 (QIS) carried out by EIOPA in end-2012, the European Commission decided to postpone the 

part relating to capital requirements and to propose a review of the IORP Directive covering only 

governance and information disclosure aspects. 

 

On 27 March 2014, the European Commission published a proposal for an IORP II Directive
4
 as part of 

a package
5
 on long-term investment. In order to tackle the challenges listed above, the European 

Commission established four main objectives to fulfil through the IORP II Directive proposal:  

 

− Enhance cross-border activities by removing prudential barriers for cross-border IORPs; 

− Ensuring good governance and risk management;  

− Improving information to members and beneficiaries and; 

− Ensuring that supervisors have the necessary tools to effectively supervise IORPs. 

 

 

3. New requirements in the IORP II Directive proposal 

 

The IORP II Directive proposal is a review of IORP I Directive including elements from EIOPA’s Advice 

to the European Commission.  

 

First of all, some definitions have been clarified (sponsor undertaking, host Member State, 

transferring institution). The new definition of the “home Member State” determines it as a Member 

State in which the IORP has been authorised or registered and in which its main administration is 

located. The term “place of main administration” refers to a place where the main strategic decisions 

of the IORP’s decision making body are made. We note that uncertainty could arise from this 

definition as it is possible to see situations where the place of registration and the place of main 

administration of the IORP are located in a different Member State. 

 

Several modifications have been made with regards to cross-border activities. A modified Article 

(Article 12) on cross-border activities clarifies that sponsoring undertakings can sponsor institutions 

which already carry out or propose to carry out a cross-border activity. The Article also ensures that 

IORPs carrying out cross-border activity shall not be subject to additional information requirements 

by the host Member State in respect of the members which that cross-border activity concerns. 

Furthermore, the Directive lays down new rules (Article 13) for the cross-border transfer of pension 

schemes which must be subject to prior authorisation by a competent authority of the home 

Member State of the receiving institution.  

 

                                                           
3
 https://eiopa.europa.eu/fileadmin/tx_dam/files/publications/reports/EIOPA-BoS-13-124_-

_Report_on_QIS_on_IORPs-20130704.pdf 
4
 http://ec.europa.eu/internal_market/pensions/docs/directive/140327_proposal_fr.pdf 

5
 More information can be found here: http://ec.europa.eu/commission_2010-

2014/barnier/headlines/news/2014/03/20140327_en.htm 
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New provisions on investment rules also stress that Member States cannot restrict institutions from 

investing in long-term instruments that are not traded on regulated markets.  

 

A complete new Title III on “Conditions Governing Activities” has been added. This part lays down the 

rules based on EIOPA’s advice and relative to governance requirements. It provides general 

governance requirements for fit and proper management and remuneration policy. It also includes 

requirements on different functions such as risk management, internal audit and actuarial function.  

Finally, it lays down rules on risk evaluation for pension, outsourcing and depositary.  

 

The new Title IV concerns the information to be given to members, prospective members and 

beneficiaries. The Directive includes an obligation to IORPs to provide information (such as rights and 

obligations of the parties, risks and investment options, default options etc.) at different pension 

stages and, every year, a pension benefit statement for the individual.   

 

Finally, the Title V specifies the scope of prudential supervision and clarifies requirements and 

provisions with regards to prudential regulation and supervision. It includes information to be 

provided to the competent authorities and introduces the supervisory review process which aims to 

identify IORPs with financial, organisational or other features susceptible to produce a high risk 

profile. 

 

 

4. Key statements 

4.1 Impact Assessment 

 

PensionsEurope notes that the Impact Assessment proposed by DG MARKT did not receive a positive 

opinion from the Impact Assessment Board. We regret that the European Commission did not take 

more time to provide a sound impact assessment for a Directive that will have consequences on 

millions of members and beneficiaries, employers, IORPs and competent authorities. 

 

The Impact Assessment refers to problem drivers in the area of governance such as “IORP 

management lacks professionalism”, “risk management is not consistent and systemic”, “assets are 

not protected” and “members do not receive pension information”. Although we acknowledge that 

improvements are always possible, we deem these problem drivers very general and not reflecting 

the reality of the occupational pension sector in the European Union. 

 

After a request from the European Commission in end-2012, PensionsEurope conducted an Impact 

Assessment
6
 based on EIOPA’s Advice. PensionsEurope’s members received very few responses from 

IORPs as the process raised a lot of questions. It was very difficult for IORPs because of the 

uncertainties contained in the questionnaires and the difficulties for each jurisdiction to interpret 

                                                           
6
 Available here: 

http://www.pensionseurope.eu/system/files/PensionsEurope%20Input%20IA%20pillar%20II%20%26%20III%20

-%20update%20-%202013-07-18.pdf 
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EIOPA’s Advice requirements. Indeed, IORPs had problems when applying general principles on 

governance and disclosure requirements to the respective national legislative frameworks.  

 

In the input provided to the European Commission, PensionsEurope warned that “the content of this 

paper cannot be extrapolated at country level. Indeed, the very low number of respondents and the 

difference between the respondents make it impossible to extrapolate. Furthermore, only relatively 

big IORPs were able to provide responses within the time frame provided by the European 

Commission. As a result, the outcomes exposed in this paper are not representative of the IORP sector 

at all”.  This statement is crucial and that is why we question the reliability of the overall Impact 

Assessment accompanying the IORP II Directive proposal. 

 

Finally, we regret that this Directive proposal was not used as a basis for the Impact Assessment as it 

would have given at least some of the information needed to provide input to a reliable Impact 

Assessment. We fear that the costs arising from the IORP II Directive proposal will be much higher 

than those foreseen by the European Commission. 

 

4.2 IORPs are first and foremost institutions with a social purpose 

 

As stated by the EU Commissioner on Employment and Social Affairs: “Pension funds are there — 

first and foremost — to serve a social purpose”
7
. They are strongly embedded within social models 

and are primarily governed by social and labour law. This social purpose is reflected in the triangular 

relationship between employers, employees and the IORP through the involvement of the social 

partners. This relationship is fundamental and is not represented adequately in the IORP II Directive 

proposal. Indeed, the proposal is focusing on the role of the IORP and often omits the employee-

employer relationship and the role of the social partners. In numerous Member States, occupational 

pensions are mainly based on a voluntary commitment by the employer. Therefore, any kind of 

overcharging or inadequate regulation could negatively influence employers and prevent them from 

providing good occupational pensions to their employees and thus being counterproductive to the 

political agenda to strengthen and increase the diffusion/coverage rate of occupational pensions.       

 

IORPS are not pure “financial service providers”
8
 but social institutions operating on financial 

markets. Workplace pensions fundamentally differ from financial products, which is why the 

occupational pension sector shall not be seen as a “market” where “products” are sold to 

“consumers”. Workplace pensions are provided as an employment benefit where the employees and 

employer are effectively deferring some of the employees pay until retirement. This is not a financial 

product that a consumer chooses to purchase. We are very concerned that the European 

Commission is using terms such as “pension industry”, “competition”, “consumer protection” or 

“IORP market”. This is not a good basis to review a Directive covering such an important sector for EU 

citizens because we are convinced that these concepts underpin the understanding of what 

workplace pensions genuinely are. 

 

                                                           
7
 http://europa.eu/rapid/press-release_SPEECH-13-32_en.htm 

8
 Recital 20 of the IORP II Directive proposal 
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Furthermore, the proposed Directive assumes that all occupational pensions are offered on an 

individual basis although occupational pensions are often offered as a collective agreement. In many 

cases, a single member does not make any decision in relation to the IORP other than ending the 

relationship with the employer. This leads to apply individual consumer protection-type of regulation 

to IORPs and undermining the role of social partners in the occupational pension sector as well as the 

provisions of national social and labour law (for example the role played by pension protection 

schemes in different member states).  

4.3 Cost issues  

 

PensionsEurope is extremely concerned about the costs arising from the Directive proposal for IORP 

II. The one-size-fits-all approach misses the necessary distinction between members and consumers 

as well as between individual and collective schemes and results for example in an unnecessary 

overload with regards to information disclosure requirements.  

 

Contrary to the Impact Assessment provided by the European Commission, PensionsEurope doubts 

whether the benefits of this Directive proposal will outweigh the costs in the medium to long term. 

Indeed, most of the benefits supposed to arise from IORP II are expected to result from more cross-

border activity of IORPs. The main reasons for low cross-border activity are not tackled in this 

Directive proposal, so we do not see why cross-border activity would increase significantly. On a 

more general approach, we are also sceptical about the real demand for cross-border IORPs (both 

from the member’s and employer’s perspective) and the related “economies of scales”. 

 

In the end, PensionsEurope reminds that the costs will be borne by employers, members and 

beneficiaries thus lowering the level of pension benefits. 

 

4.4 Goals of the Directive 

 

In many occasions, PensionsEurope has stressed the importance of qualitative and disclosure 

requirements for IORPs and therefore welcomes that the Commission has proposed to improve 

governance and information requirements.  

 

Furthermore, PensionsEurope welcomes the European Commission’s interest in the role of IORPs in 

the long-term financing of the European Union. We consider the inclusion of the proposal for IORP II 

in a long-term investment package as an important signal and we welcome that Member States shall 

not prevent IORPs from investing in instruments that have long-term profile and are not traded on 

regulated markets, multilateral trading facilities or organised trading facilities. We would like to 

stress that the introduction of Solvency Capital Requirements as proposed in the Holistic Balance 

Sheet approach would be very harmful in this regard. 

 

As correctly addressed by the Communication on long-term financing presented by the European 

Commission on 27 March 2014, long-term investment encompasses many more aspects than solely 

investment restrictions. Also, provisions concerning long-term investment are marginal in the 
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Directive proposal. That is why we doubt the IORP II proposal will drastically incentivise IORPs to 

invest more in long-term assets. 

 

Although PensionsEurope acknowledges that the enhancement of cross-border activity of IORPs is 

important, it should not be seen as a priority when it comes to EU pension policy. We note that in 

previous rounds of consultations, the differences in social and labour laws, taxations and the fully 

funding requirement of cross-border IORPs were seen by stakeholders as the main hurdles for low 

cross-border activities. However, it is important to note a potential trend towards consolidation of 

the occupational pension sector resulting from the many new governance and information 

requirements. 

 

Nevertheless, there is demand by some multinationals to bring together their pension schemes 

which they operate in different Member States. This has not to be mixed up with upcoming plans of 

EIOPA to introduce a second regime for personal pension products which in fact are provided by 

financial service providers and are very different than traditional pension benefits provided by 

employers to employees. 

 

For PensionsEurope, the most important objective is to increase the number of European citizens 

covered by a workplace pension in order to cope with both the demographic and economic 

challenges facing next generations. Many Member States have started reforming statutory pension 

provision in recent years, as pay-as-you-go arrangements are becoming increasingly difficult to 

sustain due to the ageing of European population. The sovereign debt crisis has put even more 

pressure on Member State budgets. Therefore, it will become ever more important to stimulate 

funded workplace pensions in order to reduce the risk of old-age poverty. If this is not done, there is 

a danger that inadequate pension provision may also pose a threat to the sustainability of public 

finances. 

 

The White Paper “An Agenda for Adequate, Safe and Sustainable Pensions”
9
 stressed the importance 

of developing complementary private retirement savings. As explained in the Explanatory 

Memorandum, this Directive shares this goal and aims to facilitate the development of occupational 

retirement savings. This goal is particularly important in the current historical phase, characterized by 

a raise of political risks for IORPs (i.e. the risk of nationalization of IORPs’ assets). However even if 

PensionsEurope shares the same goal, we doubt this proposal is likely to succeed in such as task. 

 

4.5 Proportionality 

 

According to the Impact Assessment accompanying the Directive proposal, there are around 125.000 

IORPs in Europe. A majority are small institutions; that is why proportionality principle is essential. 

PensionsEurope welcomes that the European Commission is keeping the de minimis threshold even if 

the number of members is not the only variable to take into account when assessing proportionality. 

Therefore, PensionsEurope calls for a proportionate proposal, notably when designing delegated acts 

as it is currently unclear how the complexity and the nature of the pension schemes will be assessed 

                                                           
9
 Available here: http://ec.europa.eu/social/main.jsp?catId=752&langId=en&moreDocuments=yes 
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in order to apply IORP II requirements with proportionality. Indeed, proportionality is a wide and 

sometimes unclear concept, particularly when applied to governance and management 

requirements. Therefore, any regulatory change should take into account national diversity and give 

to the Member States the flexibility and the opportunity to tailor the requirements to fit their 

national systems.  

 

4.6 Prudential supervision 

 

PensionsEurope has concerns with the new Title on prudential supervision. As the rules in the 

Directive are designed according to the objectives set in the Directive, the objectives are of utmost 

importance. Defining an adequate objective is the first step towards adequate rules. Therefore, if the 

objectives are not suitable, the rules will not fit specificities of occupational pensions either.  

 

The main objective of prudential supervision laid down the proposed IORP II Directive (Article 59) and 

Solvency II (Article 27) are almost identical. Both texts state the protection of members and 

beneficiaries (or policy holders in Solvency II) as the most important objective. The proposed focus 

on the sole protection of members and beneficiaries in IORP II does not fit occupational pensions. 

Indeed, members and beneficiaries of occupational pensions are protected first and foremost by 

national social and labour law.  

Taking the specific character of occupational pensions into account, from our perspective, there 

should be two main goals of prudential regulation: Supporting IORPs as well as protecting members’ 

and beneficiaries’ interests. We therefore suggest that the main goal of IORP supervision should be 

supporting IORPs and protecting their members. 

Prudential supervision of IORPs should acknowledge that IORPs have a social purpose. They are 

established in conformity with national social and labour law and practice and are – by definition – 

linked to an employment relationship, intended to provide a supplementary pension for employees. 

Therefore, the list defining the scope of prudential regulation stated in Article 60 should not lead to 

undermining national social and labour law(s). So far there has been no definition of “EU prudential 

regulation” and there is currently no clear distinction between EU prudential regulation on the one 

hand and national social and labour law on the other. The objective of the list is to clearly categorise 

certain areas as prudential regulation and cut it out of the scope of the national social and labour 

law. It follows from the nature of IORPs as pension institutions with a social purpose, that their 

prudential regulation cannot be separated by EU legislation from national social and labour law, 

when it includes provisions on the issues defined as prudential by the IORP II directive. This should be 

included in the Directive in the Article 60 as a second paragraph: “When transposing this Directive, 

Member States shall take into account national social and labour law. “ 

We would like to emphasise that even in the areas which clearly fall under prudential regulation, it is 

necessary to adapt any prudential requirements so that they fit national social and labour law(s). For 

this process, a good an efficient cooperation with the Member States is crucial; this cannot be 

decided unilaterally by EIOPA and the European Commission. Therefore, the IORP II Directive should 
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make it unmistakably clear that every action related to occupational pensions that is legal under 

national labour law will be also legal under national prudential law. 

 

4.7 Delegated acts and review clause 

 

The European Commission is empowered to develop draft regulatory technical standard on both the 

Pension Benefit Statement (Article 54) and the Risk Evaluation for Pensions (Article 30) which are two 

very important aspects of the IORP II Directive. Also, the European Commission is empowered to 

adopt a delegated act with regards to remuneration policy (Article 24(3)). PensionsEurope will pay 

close attention to the design of delegated acts at Level 2.  

 

The priority is to give Member States the necessary flexibility to fit the Directive into their national 

systems and therefore avoiding Level 2 legislation. However, in the event of a Lamfalussy procedure, 

PensionsEurope calls for appropriate information at Level 1 as well as good and efficient involvement 

of stakeholders in the development of these standards and calls for an adequate design of the 

delegated acts. Above all, it is crucial to ensure that the use of delegated acts in such important 

aspects shall not undermine the competence of the Member States in the area of pensions.  

 

Article 75 sets the reasonable objective to review the Directive, but the timeline is very ambitious 

concerning the new requirements. A report is supposed to be presented four years after the 

Directives enter into force while Member States have to bring the Directive into force by December 

2016 (Article 78). Assuming the Directive is adopted in late 2015, this would mean a report in 2019, 

which would have to be prepared in late 2018 / early 2019 – only two years after the Member States 

transposed the Directive. 

 

Moreover, according to Recital 57, EIOPA will be consulted in order to review and report on the 

implementation and the effectiveness of the Directive notably on the application of rules regarding 

the funding of technical provisions, regulatory own funds, solvency margins and other aspects 

relating to the financial solvency situation of IORPs. This Recital should not be a seen as a mandate to 

develop Solvency II-type of requirements in the near future. 

 

 

5. Conditions governing activities 

 

 

The above-mentioned approach leads to the application of certain governance requirements that do 

not fit the framework of the workplace pension systems which apply in the Member States.  
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Functions requirements 

 

The requirements for fit and proper management should not prevent social partners to sit in the 

administrative, management or supervisory body of the IORP. As stated by the OECD
10

, “the 

governing body should collectively have the necessary skills and knowledge to oversee all the 

functions performed by a pension fund, and to monitor those delegates and advisors to who such 

functions have been delegated”. Thus, the fit and proper requirements should apply to the 

administrative, management or supervisory body of the IORP as a whole and not require all 

individuals to fulfil all the criteria. The fit and proper requirements for individuals would not fit with 

existing systems of governance such as the UK’s system of lay trustees and could also lead to conflicts 

in Member States where IORPs have to respect the principle of co-determination (also involvement 

of the employee representatives). 

 

With regards to remuneration policy, the proposed Article 24 can be complex, in particular bearing in 

mind the delegated act which will bring a host of Level 2 regulation (Article 24(3)). As the Article 

currently stands, it does not take into account the triangular relationship which adds further to the 

implementation problems. Indeed, in some cases, members of the administrative, management or 

supervisory body of an IORP do not receive any remuneration from the IORP but are paid by the 

sponsoring company. Furthermore, such a person can also perform other functions within the 

sponsor company than managing the pension scheme. Such situation should not lead to the public 

disclosure of sensible remuneration information.  

 

The Article 25(3) requires the person or organisational unit carrying out the key function to be 

different from the one carrying out a similar key function in the sponsoring undertaking unless they 

are granted an exemption. This provision could therefore imply drastic changes, particularly for the 

audit function which is often carried out by the same person for cost efficiency purposes.  

 

We understand the requirement to separate the key functions in IORP and in the sponsoring 

undertaking as a means to avoid a possible conflict of interest. However, a conflict of interest does 

not exist if the employer is liable and therefore has an interest in a good exercise of the function. 

Therefore this paragraph 25 (3) should be turned around to generally allowing IORPs to benefit from 

the resources of their sponsoring employer, but give the competent authorities in the Member 

States the power to revoke this right. Article 25 (3) could read as follows: “If there is a proven conflict 

of interest and taking into account the size, nature, scope and complexity of the activities of the 

institution, the competent authority shall require the institution to ensure that the person or 

organisational unit carrying out the key function shall be different from the one carrying out a similar 

key function in the sponsoring undertaking.” 

 

Finally, PensionsEurope supports the legal protection of whistle-blowers (Article 25(6)). However, the 

whistle-blowing responsibility should not be compulsory, thus leaving the Member States to decide 

on its implementation.  

                                                           
10

 OECD guidelines for pension fund governance. Available here: http://www.oecd.org/pensions/private-

pensions/34799965.pdf 
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 Risk Evaluation for Pensions (REP) 

 

PensionsEurope questions the efficiency of the Risk Evaluation for Pensions and states that many 

elements listed in the article can be covered by proper existing Asset and Liability Management 

(ALM) studies. 

 

Provisions on the REP are still vague and would be detailed at Level 2. PensionsEurope calls for a 

good and efficient involvement of stakeholders in the development of the delegated acts for the Risk 

Evaluation for Pensions. Above all, the use of delegated acts in such important aspects should not go 

against the competence of the Member States in the area of pensions. The methods to identify and 

evaluate the risks which are to be determined through a delegated act can clearly not be used to 

introduce a Holistic Balance Sheet or anything comparable to the framework of Solvency II. Therefore 

we welcome the unambiguous wording of Article 30 that delegated acts shall not impose additional 

funding requirements. 

 

Outsourcing 

 

In case of outsourcing, an obligation for IORPs is proposed (in Article 33(6)) to notify competent 

authorities about outsourcing of key functions and other activities and about any subsequent 

important developments with regard to those functions or activities. 

 

With regard to this obligation, first of all the aims and the scope thereof should be made clear. In our 

view, an extensive interpretation of this obligation should be avoided because this would lead to a 

huge (and unnecessary) administrative burden for IORPs and as a consequence higher costs and 

decreased pension benefits for plan members. In our opinion the proposed obligation should 

preferably be related to important developments in (the scope of) the outsourcing relation between 

the IORP and the service provider concerned.  

 

Appointment of a single Depositary: 

 

PensionsEurope stresses that Member States should have the decision of whether to make the 

appointment of a depositary compulsory. However in several Member States, IORPs outsource in 

practice several activities and functions such as asset management to an external institution. When 

this institution would be exercising these activities by means of an asset pooling structure, this 

institution will (on the basis of the AIFMD-directive) also be obliged to appoint a depositary (for each 

fund involved in the pooling structure). Introducing an obligation to appoint a depositary also for the 

IORP would turn out to be an obligation which is both “double” (in addition to the already existing 

depositary-obligation for the external institution) and meaningless (because on the level of the IORP 

there will be nothing left in which a depositary could play a role). As a consequence IORPs which 

have fully outsourced such activities to a single external institution which already has a depositary 

should be excluded from this obligation to appoint a depositary. 
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6. Information to be given to prospective members, members 

and beneficiaries 

 

 

Pension Benefit Statement (PBS) 

 

PensionsEurope acknowledges that Defined Contribution (DC) schemes are growing in Europe but 

also recognises that this is not the case in all the EU Member States.  The starting point of the PBS is 

to raise information disclosure for DC schemes. However, it includes all types of schemes (Defined 

Benefit and hybrid) while DB, DC and hybrid schemes bring different benefits, choices and risks to the 

members.  

 

The PBS is also supposed to cover both individual and collective schemes – even though they are very 

different in their respective structures. The one-size-fits-all approach proposed by the Commission 

also misses the necessary distinction between members of occupational pension schemes and 

consumers of ordinary financial products and leads to the application of individual consumer-type 

Key Information Documents to all members regardless of the type of pension promise. When 

designing informing requirements, the value added for members and the related costs should be the 

guiding principles – but we do not find this thought in the proposed text. This approach leads to 

require the disclosure of unnecessary standardised information as shown in the following examples: 

 

- With regards to disclosure of costs (Article 49), although the disclosure of costs can be an 

important feature when choosing a DC pension scheme, it is less useful when employees are 

automatically enrolled in a scheme with no investment choice and no possibility to move to 

other IORP. The disclosure of costs can be an important aspect but it is not as relevant when 

individual members do not have a choice in relation to the action they can take. Also, in 

many cases, the sponsoring undertaking supports the IORP by carrying out some of its 

administrative functions. This is very often done without imputing costs to the IORP. As a 

consequence, it seems difficult to accurately compare the costs of different IORPs.  

 

- The Article 49(d) is particularly irrelevant when occupational pension depends on the first 

pillar pension provision. For example in Finland, one can say that occupational pension does 

not exist by itself because the accrued occupational pension depends on the first pillar 

pension accumulated. The amount of occupational pension in DB-pensions does not exist 

separately from first pillar pensions so giving accurate information on occupational pension is 

not only very expensive, it is also quite useless to a scheme member because it only gives 

balance on the capital accumulated on current year although the pension benefit might 

ultimately be equal to zero few years after.  

 

- Regarding the employer contributions (Article 49), some industry-wide schemes (for example 

in Germany) operate using the collective equivalence principle which means they do not 

have individual accounts for each employee. It is therefore not possible to list the employer 

contributions for each individual.  
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- In Sweden, there are different types of IORPs, all of them being closely linked to the 

employer. For example, the Swedish pension foundations are prohibited to carry any pension 

liabilities. The sole purpose of a pension foundation is to secure pension liabilities of the 

employer, including managing the assets of the foundation, which serve as collateral related 

to the liability carried by the employer. The responsibility for paying the pensions always 

remains with the employer. When the first IORP Directive was implemented into Swedish 

law, the fact has been highlighted that an employer can secure pensions with a mix of 

insurance, balance sheet and pension foundation. Each employee can have his pension 

secured in different ways according to these options for the employer. It is impossible and 

would be very misleading if the employee would get information from each part or IORP. 

Furthermore pension foundations do not have information about each and every employee 

whose pension or part of the pension is secured in the foundation. Pension foundations can 

consequently not give out some of the information required by the PBS. 

 

- In Belgium, the existing pension statement is ruled by national social and labour legislation. 

The proposed PBS would imply drastic changes to meet the new IORP II requirements. Both 

legislations have a different approach, put different emphasises and use different pre-

defined formats. A PBS for a pension plan executed by an IORP (ruled by IORP II and by 

national social and labour law) would differ from a PBS for a pension plan executed by an 

insurance company (only ruled by national social and labour law). 

 

- The Pension Benefit Statement seems to assume annuity entitlements by default. Member 

States such as Belgium have mainly lump sum entitlements. 

 

This non-exhaustive list of examples show that the PBS items to be disclosed shall be tailored to the 

pension promise and to national legislations. Besides, we also note that some Member States such as 

the Netherlands are moving towards more simplified, understandable and layered information. 

Furthermore, according to PensionsEurope, the PBS would not be in line with EIOPA’s opinion on 

disclosure of information
11

 which advices to use different layers of information as well as references 

to other sources of information. As stated in the EIOPA, “just providing sufficient legally and 

technically relevant information has proven not to be effective, and can even be counter-productive”. 

Moreover, we question the feasibility of producing the PBS on two pages when it takes six pages of 

the Directive to set out what should go in it. 

 

In addition, the requirement for IORPs to provide a standardised pension benefit statement for the 

individuals every 12 months and free of charge, will drastically raise costs in some Member States, 

without sometimes bringing real added value to members and beneficiaries. Unnecessary costs must 

be avoided because at the end, any extra costs will be paid by the members and the beneficiaries.  

 

                                                           
11

 Good practices on information provision for DC schemes (EIOPA, 2013). Available here: 

https://eiopa.europa.eu/fileadmin/tx_dam/files/publications/reports/Report_Good_Practices_Info_for_DC_sc

hemes.pdf 
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To avoid both unnecessary information disclosure and the related costs, PensionsEurope proposes 

that the Member States get more flexibility to tailor the information requirements to fit their 

national systems. The Directive should focus on guidelines and principles rather than on details. Then 

each Member State should be able to decide on national requirements based on both national 

legislation and the type of pension promise. This approach would keep the essence of the PBS and 

would enable flexibility for Member States in order to avoid costly overlap with requirements already 

existing at national level. 

 

Information to be given to prospective members before enrolment (Article 55) 

 

PensionsEurope emphasised the focus of the IORP II Directive proposal on the employee-IORP 

relationship, therefore omitting the role of the employer. The requirement on information to be 

given to prospective members before enrolment shows the consequences of this wrong starting 

point. Indeed, this article might be difficult to implement in practice. For example, pre-enrolment 

requirements do not fit schemes which operate on the legal basis of a collective agreement. These 

agreements often stipulate that the pension scheme membership will commence with the first day of 

employment, it is often non-optional and paid for solely by the employer. Providing pre-enrolment 

information for these types of schemes will be difficult or, in some cases, impossible for IORPs 

because it would have to be given to applicants before they sign their employment contract – a 

process in which the IORP is not involved. 

 

Information to be given to members during the pre-retirement phase (Article 56) 

 

The Directive proposal is unclear about what kind or information has to be provided by the IORP and 

what “advantages and disadvantages” would entail. It can be interpreted either as a simple 

presentation of the different opportunities offered to the future beneficiary or as a more detailed 

investment advice. The latter is problematic because the IORP may not have all the information 

required for a proper advice (for example other sources of income) and/or may not be legally 

authorised to act as a pension advisor.  

 

Also, we note that the Article 56 of the Directive Proposal implies fixed retirement age as a basis 

which is not always the case in practice. 

 

Information to be given during retirement (Article 57) 

 

Regular information requirements during the pay-out phase only seem adequate if changes can still 

occur and the member can still make decisions regarding pay-out type and investment. We would 

therefore suggest deleting Article 57 (1) and only leave Article 57(2) in place to ensure that 

beneficiaries who do still have choices and/or bear investment risk are informed.  

 

Finally, regarding all information requirements regardless of the phase they are provided in, we 

would like to stress that they are likely to bring additional costs. While these costs can be justified if 

the provision of information provides additional value to members, this is not the case if the 
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information does not bring any benefit. It is important to remember that any increase in cost is likely 

to be reflected in lower levels of benefits.  

 

 

7. Conclusion 
 

 

PensionsEurope welcomes the intention of the Commission to improve governance and information 

provision for IORPs and that no additional capital requirement has been included in the proposed 

Directive. We also welcome new provisions relative to long-term investment
12

.  

 

PensionsEurope agrees with the European Commission that the European occupational pension 

sector is facing important challenges. The outcomes of the financial and economic crisis, the shift 

from DB to DC and hybrid schemes and the changes in prudential regulations need to be adequately 

tackled by all the stakeholders. In the round of consultations that followed European Commission’s 

Call for Advice to EIOPA, PensionsEurope agreed on improving qualitative and disclosure 

requirements while strongly rejecting the harmonisation of solvency capital requirements for IORPs 

through the so-called Holistic Balance Sheet concept.  

 

While reviewing the European supervisory framework for IORPs, the European Commission should 

bear in mind that in many Member States occupational pensions are mainly based on a voluntary 

commitment by the employer. Therefore, any kind of overcharging or inadequate regulation could 

negatively influence employers and prevent them from providing good occupational pensions to 

their employees and thus being counterproductive to the political agenda to strengthen and increase 

the diffusion/coverage rate of occupational pensions.          

 

We regret the lack of reference to the social aspect of IORPs in this Directive, focusing only on IORP-

members relationship and consumer protection-type of rules. Furthermore, we warn about the focus 

on DC schemes and the impact it may have on existing DB and hybrid schemes and those who take a 

collective approach to pension provision. This approach misses the core features of workplace 

pensions and leads to apply costly and excessive governance and information standards that do not 

fit existing national legislations. That is why we call for the Directive to lay down a framework, which 

the Member States can then fill out with more detailed requirements to fit their national 

characteristics. 

 

We note this proposal is presented as a “minimal” harmonization exercise. We fear that for a lot of 

small and medium sized IORPs in Europe, the new governance requirements and information 

disclosures will create an excessive administrative burden and generate costs which will jeopardize 

pension provisioning via IORPs (as well as via group insurance due to the Solvency II costs). Many 

European Member States already have significant detailed disclosure requirements and having to 

                                                           
12

 “Member States cannot prevent IORPs to invest in instruments that have a long-term profile and are not 

traded on regulated markets, multilateral trading facilities or organised trading facilities” (Article 20(6c)).  
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change these, without any obvious benefit, will incur significant costs. Proportionality measures and 

working with a “comply or explain” approach can give Member States more flexibility to take into 

account national specificities and would be more appropriate for smaller and medium sized IORPs. 

PensionsEurope also stresses that efficient and comprehensive exchange of best practices is an 

important mean to achieve the goals of the White Paper. 

 

PensionsEurope also notes that the proposed IORP II Directive failed twice to pass the Impact 

Assessment of the European Commission. The current Impact Assessment proposed by the European 

Commission exposes drastic costs increases which will have to be borne by members and 

beneficiaries and we fear these increases to be higher than those foreseen by the Commission.  

 

During the next months, PensionsEurope will study the Directive proposal thoroughly within its 

Working Groups and will issue a detailed Position Paper in June/July 2014. 

 

 

 

 

___________________________ 
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About PensionsEurope 

 

 

 

 
 

PensionsEurope represents national associations of pension funds and similar institutions for 

workplace pensions. Some members operate purely individual pension schemes. 

 

PensionsEurope has 23 member associations in EU Member States and other European countries 

with significant – in size and relevance – workplace pension systems
13

. 

 

PensionsEurope has established a Central & Eastern European Countries Forum (CEEC Forum) to 

discuss issues common to pension systems in that region. 

 

PensionsEurope member organisations cover the workplace pensions of about 80 million European 

citizens. Through its Member Associations PensionsEurope represents approximately € 3.5 trillion of 

assets managed for future pension payments. 

 

PensionsEurope Members are large institutional investors representing the buy-side on the financial 

markets. 
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