Mr Brendan Burgess 

Chairman 

Consultative Consumer Panel 

c/o Financial Regulator 

College Green 

Dublin 2 

24 February 2006 

Dear Mr Burgess 

I refer to recent correspondence concerning endowment mortgages and to your most recent email of 10 February 2006 to George Treacy. I have set out the Financial Regulator’s position on this issue below. 

The Financial Regulator wrote to the Joint Oireachtas Committee on Finance and the Public Service (JOC) in December 2005 to advise of the findings of the survey and of the role and powers of the Financial Regulator and the Financial Ombudsman in addressing issues that arose in relation to shortfalls and to information flows in this area. The JOC was advised in the letter of December 2005 of the dates on which the surveys were issued. 

The surveys were carried out for internal purposes with the aim of collecting information on the endowment market that would provide us with an indication of the number of endowment policies and mortgages that are currently in force, and the scale of potential shortfalls. The data collected is a snapshot in time; carrying out subsequent surveys to update the data would not bring any critical new perspectives to bear on the matter. An additional aim of the surveys was to ascertain whether the insurance industry was complying with its obligations under the Consumer Credit Act, 1995 and the Life Assurance (Disclosure of Information) Regulations, 2001 to issue statements to customers on the status of their policies, and also to ascertain what type of information they provide to customers beyond their statutory responsibilities. 

The agreement reached with the industry was based on the need to close possible information gaps to customers rather than on the results of the data. The fact that there are customers who are facing shortfalls indicated to us that it is necessary to ensure that customers are aware of potential shortfalls and of the consequences of a shortfall in a timely manner and on a regular basis. 

The insurance industry already had statutory responsibilities in 2004 to issue information to endowment policy customers since 1996. However, the Financial Regulator felt that there was scope to improve the regularity of the information flow between all providers and customers and to improve the level of information issued to all customers, particularly those facing a shortfall, regardless of the provider from which they had bought the policy. Thus, the Financial Regulator engaged in discussions with the insurance industry to address these points. The insurance industry has now agreed to issue statements and information to customers on an annual basis with effect from 1 April 2006. We will be meeting the IIF shortly to discuss the content of the statements. The reference to this agreement and the relevant figures that were collected are contained in the statement issued to the JOC, which has previously been furnished to the Panel. 

Over the past number of years, the Financial Regulator’s resources have been focussed on the design and development of a code of conduct containing rules and obligations for the providers of financial products and services. This new code will contain concrete principles and rules that require providers to ensure that only suitable products are sold to consumers and that they are given the necessary information and disclosures about the product prior to purchase. 

In the context of life policies and the code, we will include a provision in the code, which will place an obligation on insurance companies to advise policyholders of the existence of a secondary market on which they can sell the policy, in cases where the policyholder seeks information on the early surrender 

of the policy. This issue has been discussed with insurance industry representatives. 

Looking to the future, there will be a strong consumer protection framework in place which will have the support of the powers of the Financial Regulator and the Ombudsman, thus making the financial services industry a more balanced market place between provider and consumer than existed in the past. 

Yours sincerely 

Brenda O’Neill 
Deputy Head of Consumer Protection Codes
