Insurance Distribution Directive (IDD)

o Why does it matter to intermediaries?

The Insurance Distribution Directive (IDD) entered into
force on 23 February 2016. The rules of the IDD apply to
the distribution of all insurance products. They are more
prescriptive for distributors offering insurance-based
investment products (IBIPs).

The Directive empowers the European Commission to
adopt, based on EIOPA proposal, technical rules
(Delegated Acts) in the area of product oversight and
governance, conflicts of interests, inducements, and the
assessment of suitability and appropriateness and
reporting to customers. These Delegated Acts were
adopted in 2017.

o State of play

Retail Investment Strategy (RIS)

On 24 May 2023, the European Commission published its
RIS package. The RIS comes as part of its 2020 Capital
Market Union (CMU) Action Plan, the stated aims of which
are to improve access for retail investors to financial
markets and at the same time ensure their protection. The
RIS consists of a legislative package that willamend a large
number of existing EU legal texts: it comprises a proposal
for an Omnibus Directive amending the IDD, MiFID II,
Solvency Il, AIFMD and UCITS and a proposal for a
Regulation amending the PRIIPs Regulation (see also
articles on MiFID Il and PRIIPs).

The proposed Omnibus Directive amends mainly the IDD

articles dealing with the distribution of IBIPs. The EC

proposed amongst others to introduce the following:

- a ban on inducements paid from manufacturers to
distributors for non-advised sales of IBIPs;

Trilogue

e Current situation

The Directive also empowers the European Commission to
adopt, based on an EIOPA proposal, an Implementing
Technical Standard (ITS) regarding the standardised
format of the IDD Insurance Product Information
Document (IPID) - the ITS was adopted in 2017- as well as
a Regulatory Technical Standard (RTS) reviewing the
minimum amounts of intermediaries’ Pll/financial
capacity every 5 years. So far, this has been done in 2019
and 2024.

- where advice is provided, insurance intermediaries
distributing IBIPs must inform their clients whether or
not the advice is provided on an independent basis;

- where advice is presented as independent by
intermediaries, they cannot accept inducements for
such advice; maintains the possibility for
intermediaries to provide non-independent advice and
receive inducements;

- anew “best interest of the clients” test replaces the
“no detrimental impact” test of the IDD etc.

However, many of the EC proposed amendments also
amend the IDD articles that apply to the distribution of
non-life and/or life products (for example, digital by
default disclosure of information, IPID for life products,
strengthened cooperation between home and host
Member States in cross-border cases etc.).

On 18 December 2025, the Council (Danish Presidency), EP Rapporteur and the European Commission negotiators
reached political agreements on the RIS file in trilogue. The final official text of the agreements (part amending the

IDD) are however still not yet available.

Some interinstitutional technical meetings (between the ECON Committee Secretariat of the EP, the Council Secretariat
(now under the Cyprus Presidency) and the Commission) then took place to finalise the wording of some provisions of
the political agreements, in particular, on key issues for intermediaries such as the inducement test - its criteria and its
level 2- and value for money. On 19 March, the Cyprus Presidency stated that the technical meetings on RIS were
concluded. It explained that “this milestone reflects months of constructive engagement, technical expertise and a
shared commitment among all institutions to strengthen the EU retail investment framework”.
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However it seems that some Member States (e.g.: France, Germany, Poland and the Czechia) believe that the outcome

of the technical meetings does not reflect what was agreed in the political agreement and asked to reopen the

discussions on some provisions. As far as the IDD and our sector are concerned, the provision is mainly Article 29a

on the inducement test. According to the Danish Presidency summary of the political agreement, it was explained that

the following- amongst others- had been politically agreed:

- Theinducement test will be limited to level 1, meaning that the empowerment of the EC to amend the inducement
test criteria has been removed.

- The concept of tangible benefit was replaced by proportionality of the inducement to the value of the product
and the level of service.

However, the above is not reflected in the outcome of the technical meetings. The concept of tangible benefit still
appears in point b) of the Article 29a and the article stillincludes in its paragraph 5 an empowerment of the EC to further
specify:

(b) the criteria for assessing compliance of insurance intermediaries and insurance undertakings paying or receiving
inducements with the obligation to act honestly, fairly and professionally in accordance with the best interests of
the customer., in respect of advice given on an independent basis;

(ba) the criteria for assessing whether the inducement provides a tangible benefit to the customer, as referred to in
paragraph 1, point (b);

(bb) the criteria for assessing whether the inducement is proportionate to the value of the insurance-based investment
product and the level of service, as referred to in paragraph 1, point (c);

(bc) the criteria to have an appropriate mechanism, as referred to in paragraph 1, point (e).

Some key provisions of the (non-official) political agreement ( from an IDD perspective)

The official and final text of the political agreement (the part that is amending the IDD) is not public yet. Based on our
sources, below are some key changes the RIS is expected to bring to the IDD:
- Inducements: no overall ban on commissions but a new inducement test to ensure that inducements do not
undermine the best interest of the client (example of criteria: tangible benefit),
- Nobestinterest test,
- Anew “light suitability test” for non-complex/ diversified / cost-efficient products for all types of advice,
- New“lighter” criteria to define “professional clients” (IDD uses MiFID definition),
- Manufacturers of products will have to design products with “Value for Money” in mind. In this respect supervisory
non-public benchmarks (IDD IBIPs) will have to be developed,
- Finfluencers will be regulated (written agreements). Member States are pushed to do more on financial
education.

Review of the IDD

According to the IDD, the Commission had to review the
Directive by 23 February 2021. In this context, it had to publish
areport on the application of IDD Article 1 and a general survey
of the practical application of IDD rules, taking due account of
developments in the retail investment products markets. The
reports have been postponed, and it is unclear if they will ever
be published. The IDD chapter on IBIPs will be amended by the
proposed Omnibus Directive that was published as part of the
RIS package at the end of May 2023. The review of the IDD is not
expected to be carried out under the current European
Commission (2024- 2029).
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EIOPA’s third IDD application report

On 31 March 2026, EIOPA published its third report on the application of the IDD
(obligation under IDD Article 41.4) . The report (and two annexes) is accompanied by a
factsheet highlighting the main takeaways, a dedicated webpage providing information
on the structure of the EU insurance distribution market in 2024/2025 and an Excel file
containing the results on insurance intermediaries’ market structure and cross-border
activity patterns. BIPAR and its national associations participated in the consultation
and webinar organised by EIOPA in preparation of the Report.

Some key findings

e Changes in the structure of the EU insurance distribution market

From 2020 to 2024, EIOPA explains that the total number
of registered insurance intermediaries in 24 Member
States decreased by 7.5%, continuing the long-term
downward trend observed in the first and second reports.
Possible reasons for the decline range from corporate
consolidation, cohorts reaching retirement age,
difficulties in attracting or retaining talent, stricter
professional requirements, increased supervisory
pressure and deletion of inactive intermediaries from
national registers.

EIOPA reports that the use of a fee-based remuneration
model in the EU insurance market is still limited as most

Impact of the regulatory framework

Regarding the quality of advice and selling methods,
EIOPA explains that they have improved in some
markets, but persistent shortcomings remain in others,
including post-sale (e.g. very long claims processing
times).

Within digital distribution, EIOPA indicates that
digitalisation in insurance distribution has progressed
slowly, mostly enhancing internal efficiency or
supporting simple products, while complex products
continue to rely heavily on face to-face advice, with
digital-only channels remaining limited.

Al is increasingly used across the insurance value chain,
including distribution, although adoption remains
uneven across jurisdictions and is often limited to
exploratory, pilot or back-office applications. Al is
deployed in multiple areas, such as pricing, underwriting,
claims processing and fraud detection, and its use in
insurance distribution is growing. While some NCAs
report advanced implementation in specific areas, many
markets are still in early exploratory or pilot phases.

Generative Al is increasingly being used through
chatbots and sales tools - a development that may
materially influence how some day-to-day activities are
carried out. Given that the IDD does not comprehensively
regulate digital channels or provide detailed guidance on
Al-based advice models, EIOPA says that there is scope

intermediaries were remunerated through commissions.
In 24 out of 28 Member States, the commission-based
model was the prevailing practice during 2024.

The number of online sales remained low in most
Member States in 2024, but is increasing on a yearly
basis, particularly in non-life insurance.

Between 2022 and 2024, the number of insurance
intermediaries holding cross-border passports rose by
10%, with most operating under freedom of services
(FoS).

for the regulatory treatment of these emerging
technologies to be clarified.

EIOPA points out that personalised pricing in insurance
raises fairness and supervision concerns, as insurers
often charge higher premiums to loyal customers and
apply non-risk-based, non-transparent price differences
beyond actuarial calculations. In addition to
personalised pricing, the increasing use of personalised
policy conditions enables tailor-made products but
raises significant supervisory challenges, particularly
where compensation outcomes are determined by
opaque (“black-box”) Al systems.

According to EIOPA, while the IDD is technology
neutral, it lacks clear rules for Al-driven insurance
distribution, raising challenges around supervision,
accountability, and compliance, as chatbots can replace
human advisors and operate across borders. Tools
operated by non-EU companies can make enforcement
difficult if unlicensed advice is provided. Moreover, Al-
driven distribution may conflict with the IDD’s
professional and organisational requirements. IDD
Article 10 obliges distributors and their employees to
possess adequate knowledge, skills and good repute,
which Al tools, as non-human entities, cannot fulfil, yet
they may effectively replace professionals. This also
raises unresolved questions regarding accountability
and liability for Al-generated advice.
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The second part of the Report ends with a section with examples where additional guidance on the regulatory

framework was needed:

EIOPA had identified several areas of the IDD which are
difficult to apply for insurance distributors and to
supervise for NCAs, given the lack of clarity. For
example, following an ECJ judgement in relation to group
insurance in 2022 (C-633/20), further clarifications were
needed at national level under which conditions a
policyholder of a group insurance contract acts as an

responsibilities between home/host NCAs for ensuring
compliance with the obligation concerning group
insurance.

NCAs also report ongoing challenges in interpreting and
supervising IDD rules, for example on the scope of
insurance distribution, remuneration arrangements,
digital disclosures, CPD requirements, POG compliance

insurance

intermediary and on the split of and interaction with the Al Act.

Impact on the supervisory framework

EIOPA lists some supervisory concerns that arise from the application of IDD conduct of business requirements.

On inducements, for example, despite growing regulatory attention and supervisory action over the past years, EIOPA
explains that misaligned incentives and insufficient transparency remain threats to consumer protection in some
markets, particularly with regard to the distribution of life insurance or credit protection insurance.

In several Member States, EIOPA explains that NCAs identified remuneration systems, particularly related to life
insurance or CPI, which may conflict with the duty to act in the best interests of the customer:

o

“In France and Iceland, national supervisors are closely monitoring the risk that remuneration provides an
incentive to insurance distributors to recommend a particular product which is not in the best interests of the
customer, given evidence that some firms are trying to circumvent remuneration regulations.

In Hungary and Portugal, despite EIOPA’s warning to insurers and banks on CPI, high levels of commissions that
could result in conflicts of interest continue to be a concern as commission levels of 50% of GWP were still
observed.

In Italy, supervisory activities on a specific case uncovered a remuneration scheme in which the insurer paid
distributors commissions upfront for the sale of life insurance policies. These commissions were advanced during
the first 3-5 years of the contract and calculated on future premiums expected over a 20-25-year (or longer)
payment plan, thereby having an impact on the solvency of the insurers. Furthermore, in the case of a broker with
a large sales network, it was found that most commissions were

paid to managers who had no direct contact with customers,

with no evidence of any contribution to ensuring the

customers’ best interests.

In Ireland, in 2024, the legislator reviewed the prohibition to

use the word “independent” when receiving commissions,

noting that improvement is required on the use of the term

“independent” and  disclosures of  remuneration

arrangements. Similarly, the Romanian Financial Supervisory

Authority identified situations where the insurer did notinform

on remuneration received and qualified participations in the

insurer, and applied sanctions.

In Norway, a legislative proposal is being discussed to use the possibility in the EU regulatory framework (IDD,
MiFID Il and UCITS) to ban the receipt of remuneration from, or payment of remuneration to, third parties other
than the customer, when distributing savings products. The proposal aims at eliminating conflicts of interest
that can arise when intermediaries receive remuneration or commissions from parties other than the
customer”.

EIOPA will build on these findings to promote supervisory convergence and support the implementation of the Retail
Investment Strategy and the eventual review of the IDD.

BIPAR 2025-2026 Annual Report || 12



EIOPA’s report on sanctions under the IDD

On 6 March 2026, EIOPA published on its website its latest data on sanctions imposed under the IDD on insurance
distributors. It is in a more “user-friendly, interactive form” to the previous 5 EIOPA annual reports. The various graphs
published on the EIOPA website provide an overview of the sanctions imposed by national authorities NCAs under the IDD.
Itincludes data between 2018 and 2024:

Total number of sanctions: Since the introduction of new
rules for the distribution of insurance that were brought
by the IDD in 2018, the number of sanctions peaked in
2021 (5151), with 1,656 sanctions imposed in 2024.

Types of sanctions: The most commonly used sanction
has been the withdrawal of the registration (i.e. the
license) of the company. In 2024, withdrawals of
registration represented 51% of all sanctions imposed by
national authorities. The graph published on the EIOPA
website shows the split between sanctions based on
breaches of the rules in different chapters of the IDD
across Member States in 2024.

For 2024, looking more specifically at sanctions for
breaches of the information and conduct of business
rules and additional requirements for insurance-based
investment products (Chapters V and VI of IDD), the
majority of these types of sanctions concerned the
general principles for appropriate conduct of business
by insurance distributors, such as always acting
honestly, fairly and professionally and in accordance
with the best interests of their customers.

Number and types of sanctions per Member States in
2024: 1DD sanctions were imposed in 24 Member States,
while in the remaining 6 Member States (Iceland,
Luxembourg, Lithuania, Slovakia, Spain and Sweden) no
IDD sanctions were imposed.

Total value of fines per Member State in 2024: Fines
were imposed in 11 Member States in 2024 - Belgium,
Cyprus, Czechia, Estonia, Germany, Greece, Hungary,
Italy, Poland, Portugal and Romania. Across these 11
Member States the total value of IDD fines within that
Member State ranged from 10,000 EUR to 516,000 EUR.
The graph published on the EIOPA website shows that in
2024 the highest number of fines were imposed for
breaches of the professional and organisational
requirements, but the total value of fines was higher for
breaches of the product oversight and governance
requirements.

EIOPA explains that sanctions data can reveal relevant aspects, such as areas of the rules
where there has been significant non-compliance by distributors. However, given that
sanctions are generally targeted at individual companies or individuals, the data
provides only a partial perspective of conduct or supervisory issues. Hence, full
conclusions regarding the effectiveness of supervision of the rules by national
authorities, cannot be drawn based only on the number of sanctions

This report is based on Article 36(2) of the IDD, which states that national competent
authorities shall provide EIOPA annually with aggregated information regarding all
administrative sanctions and other measures imposed and that EIOPA shall publish the

information in an annual report.
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o BIPAR’s position/key messages

Retail Investment Strategy

BIPAR’s position

- BIPAR and its members support the CMU
which aims to ensure that retail investors
o can take full advantage of the capital
markets and to put capital markets at the
service of people, offering them both
increased investment opportunities and
strong investor protection. Intermediaries, close to
consumers, are key in realising these objectives. The
800,000 insurance and investment intermediaries in
all corners of the EU that BIPAR represents, are mainly
small locally operated entities. They are highly
regulated and supervised. Intermediaries “nudge”
people and families to think about their risks related
to their patrimony, retirement and longevity. These
intermediaries are remunerated for their services via
either a fee or a commission system. This
remuneration is regulated and transparent.

BIPAR believes that the changes to the current
regulatory framework should be limited to the
minimum. It is too early to evaluate the effects of the
IDD. Changing regulation without allowing existing rules
to be embedded in reality is not only expensive for the
industry but also for supervisors and creates legal
uncertainty for consumers.

Next steps

Retail Investment Strategy

Once the final texts are officially agreed by the EP and
the Council, the texts will be revised (by the lawyer
linguists of the EC). They are expected to be officially
approved by the EP and the Council “in the near
future”(June for the Council and September for the EP)
and are expected to be published in the EU’s Official
Journal at the end of June/July 2026.

o Links

- IDD

There should continue to be choice between
remuneration systems. It is unfortunate that
commissions are defined as inducements.
Commissions are already highly regulated, and the
commission system avoids an advice and a solicitation
gap. Instead of bans on remuneration, it would be
preferable to have better disclosures, for example, for
all product costs that have aninfluence on the potential
return, to be clearly disclosed.

There are too many changes to the general chapter of
the IDD and they impact the non-life insurance
distribution without any impact assessment having
been carried out on this aspect.

Too many “crucial” definitions are left to level 2 or 3
which makes it impossible to assess the impact of the
proposal. BIPAR believes that it should be left to
Member States to decide about options (subsidiarity).

The EU subsidiarity and proportionality principles are
not taken into account enough.

Around Around early

2029:

mid-2028:

MS will have to New rules will start

transpose the new rules applying 30 months
24 months following following their
their publication in the publication

EU’s OJ

- Delegated Regulation on POG requirements for insurance undertakings and distributors
- Delegated Regulation on information requirement and conduct of business rules applicable to

the distribution of IBIPs

- Delegated Regulation of 2024 amending the IDD with regard to RTS adapting the base euro
amounts for Pll and for financial capacity of intermediaries
- EIOPA 3" report on the IDD implementation

- EIOPAIDD sanction report

- Proposal for an Omnibus Directive

- Council's mandate on RIS
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32016L0097
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32017R2358
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32017R2359
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32017R2359
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400896
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400896
https://www.eiopa.europa.eu/publications/third-idd-application-report_en
https://www.eiopa.europa.eu/data-sanctions-imposed-insurance-distributors_en#total-number-of-sanctions-over-the-years
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2023%3A279%3AFIN&qid=1685023056276
https://www.consilium.europa.eu/en/press/press-releases/2024/06/12/retail-investment-package-council-agrees-on-its-position/



