European Parliament resolution on certain issues relating to motor insurance

1.
Rapporteur: Nickolay MLADENOV (EPP-ED/BG)

2.
EP reference number: A6-0249/2008 / P6-TA-PROV(2008)0386

3.
Date of adoption of the resolution: 2 September 2008

4.
Subject: motor insurance

5.
Competent Parliamentary Committee: Committee on Internal Market and Consumer Protection (IMCO)
6.
Brief analysis/assessment of the resolution and requests made in it:

The Resolution on certain issues related to motor insurance responds to the Commission's motor insurance report of June 2007 (report on claims representative and on legal expenses)
 and concludes, in strategic terms, that:

· The Commission should continue to closely monitor the effective functioning of market mechanisms and tools under the EU Motor Insurance Directives and to report periodically to Parliament on this. The Commission should coordinate and help where needed or where national authorities ask for assistance.

· In line with the principle of subsidiarity, there is no need for the harmonisation of national penalty provisions with regard to the reasoned offer procedure. The imposition of sanctions as well as the choice of which types and levels of provision are appropriate should be left to the discretion of Member States.

· The compulsory cover of legal costs by the insurance of the liable party would create a clear disincentive for resorting to out-of-court settlements, would potentially increase the number of court proceedings and therefore lead to an unjustified increase in the workload for the judiciary, and would risk destabilising the functioning of the existing and evolving voluntary legal expenses insurance market.

· The Commission should take, in partnership with Member States, the further steps necessary to raise awareness of legal protection insurance, as well as other insurance products, particularly in the new Member States, focusing on informing consumers of the advantages of being offered and holding one or another type of insurance cover.

7.
Reply to the requests and overview regarding the action that the Commission has taken or intends to take:

Concerning the resolution, the Commission:

· considers the intention to further monitoring of the effective functioning of the system introduced by the EU motor insurance Directives with a particular focus on the concerns and views of traffic accident victims. It should be stressed that over the last years, regular reporting to the European Parliament on motor insurance issues had become a well established practice and that it is looking forward to continued good co-operation.

· welcomes that, with regard to the reasoned offer procedure, the Resolution seems to confirm the Commission's stance on the matter, namely that national penalty provisions, although not equivalent, produce the desired effect and that therefore no harmonisation at EU level is needed. The Commission will stay vigilant and take steps, if necessary, against those Member States which do not fully comply with the directives' provisions in question. In line with the EP's suggestion, the Commission will aim at involving consumer organisations representing traffic accident victims in the process of assessing the effectiveness of the systems existing in the Member States.

· maintains that, as regards the legal expenses issue, a legally-binding solution would be very unlikely to provide clear benefits for road traffic accident victims; it might even lead to a distortion of well-established national systems of motor claims settlement. In addition, premiums would be likely to increase in those countries where either no or limited reimbursement of legal costs has been the practice so far. The Commission welcomes that the Resolution reflects some of these concerns and that it gives preference to market-led solutions, such as the use of voluntary legal expenses insurance. The Commission recognizes that in some markets this type of insurance cover is hardly used, and that better promotion is needed. The Commission, however, would like to underline that the market itself should accomplish this task.

· recognizes that there is room for improvement, especially in relation to the new Member States, as regards the degree of citizens’ awareness of the tools created by the EU motor insurance Directives, such as the claims representative mechanism or the existence of national information centres. The insurance industry should play a major role in this area. The Commission has itself contributed to the information need of both traffic accident victims and motorists through the publication of a number of motor insurance leaflets placed on the "Your Europe" portal.  Many other information sources exist at national level, such as automobile clubs, motor insurance bureaus, claims settlement agencies and others.
· assures that the outcome of the study dealing with compensation levels awarded to cross-border victims has in no way been prejudged. Quite to the contrary, the Commission is aiming at obtaining an objective, well founded and evidence-based analysis of the issue.
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