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Welcome

Welcome - MGAA and guests
* Learning objectives - Attendees of the briefing will have a clear understanding of and be able to:

Outline what actions have been taken by the FCA in relation to the value measures data
released on 20th September and why the FCA have taken these actions;

List the FCA’s 3 main areas of concern resulting from the value measures data and know why
these are relevant to an MGA

Describe what action the FCA expect to be taken at (co)manufacturer and distributor level in
relation to the assessment of Fair Value and implementation of the Consumer Duty.

Summarise which factors contribute to the value profile of a General Insurance product - and
how the FCA expect firms to measure and evidence these factors in establishing and proving the
fair value performance of products for consumers.

Explain what processes to follow and how technology can help MGAs measure value and
evidence compliance.
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Background - Consumer Duty CSR

A

Consumer Principle
A firm must act to deliver good
outcomes for retail customers

Cross-cutting Rules
Firms must
1. act in good faith toward retail customers
2. avoid forseeable harm to retail customers
3. enable and support retail customers to
pursue their financial objectives

Four Outcomes

1.Product and services 3. Consumer understanding
2.Price and value 4. Consumer support

www.icsr.co.uk 0000000 5
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Background - Expected Actions Reminder [CSR

Firms report value data to the FCA

A 4

FCA publishes value data in an easily accessible-and comparable format

\ 4 ¢ l
FCA Supervision reviews data and Firms observe the publication of value Mgdia and consumer groups bfecome
uses it in its engagement with Firms data ey ol oF e pulpERTen o

value data

A 4 A

Firms review the value of their

Fi datat
Irms compare data to peers products

Media and consumer groups publish
data and information commenting on

the performance of firms and products
A Firms must take the data into account |

i i G when monitoring products, and, as a — :
F':g:jsulé:era\fl:s Sc?tc?)r?\n :fc)emgnet/lrl)lﬁ result and wherei[?propriat’e caf®der Some consumers use this information
P & P ' to enhance their own understanding of

making changes measures of value for Gl products and
use this enhanced knowledge to shop
v around more

Media and consumer groups publish

data and information commenting on

PS20/9 (September 2020) the performance of firms and products

I
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Background- Annual Assessments CSR

FEA ROy “A firm’s board, or equivalent governing body, should
review and approve an assessment of whether the firm
= Z, is delivering good outcomes for its customers which are
Ao i consistent with the Duty, at least annually.”

Culture, Governance and Accountability
* Ensure customer outcomes are a key lens for important areas, such as Risk and
Internal Audit
* Ensure your strategy, governance, leadership, and people policies (including
incentives at all levels) lead to good outcomes for customers
* Assessment should include:
* results of your monitoring to assess whether products and services are
delivering expected outcomes in line with the Duty;
* anoverview of the actions taken to address any risks or issues; and
* how the firm’s future business strategy is consistent with acting to deliver good
outcomes under the Duty.

R
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CSR

VisRisk.

in collaboration with {CSR

Demo
Assessing fair value through complex distribution chains
The ability of VisRisk to provide comprehensive M| & Reporting

R
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a D-day: 20t September ICSR

FINANCIAL
CONDUCT
AUTHORITY

12 Endeavour Square
Londion
E20 1IN

Tel +44(0)20 7066 1000
Fax +44(0)20 7066 1099
www.fca org uk

20 September 2023

Dear CEO,

Insurance Market Priorities 2023-2025

th
29 July 2022 20 September 2023
May 2021 FCA Letters to FCA publish first full year
FCA Publish final rules on 30th September 2022 value measures data and
- Manufacturers &
pricing and enhanced

- : Transitional Period ends announce action.
Distributors expressing . o
product governance Portfolio Supervision
concerns on progress
letters sent.
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a D-day: 20th September CSR

Director of O
‘ Insurance (ﬁ(’
Q) - Supervision, Policy ». é

& Competition - <
Consumers & o
' Dear CEO,
Com petltl On Insurance Market Priorities 2023-2025

Matt Brewis 7C /N

lllllllll
chchchchch

20 September 2023

to see weakness in Ml, examples of insurers and intermediaries not sharing information, and
distribution chains that are longer than necessary.”

“We are concerned that when reviewing firms’ Consumer Duty implementation plans, we continue

the total price and the quality.”

“Firms need to consider premium finance as part of their fair value assessments and should be able
to demonstrate how they have considered this additional cost, including the relationship between

“We have found very few instances of firms suspending or withdrawing a product due to the
findings of their fair value assessment.”

www.icsr.co.uk 0000000
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e FCA Concerns CSR

CONDUCT

AUTHORITY implemented and embedded the rules overall;

2. certain firms and specific products where intelligence shows
that customers may not be receiving fair value - and whether
firms are able to show that their value assessment of those
products is in line with FCA rules;

3. initial indications from FCA supervision of firms shows
deficiencies in product governance and a lack of adequate
management information.

FEA e 1. the extent and quality to which insurance firms have

1y
il 7

7 N

“We are particularly concerned that some distribution
arrangements we saw do not clearly demonstrate how fair
value is being delivered. We have seen what would appear to
be high commission levels, and it was not clear how these
products were being assessed to show they were consistent
with fair value.”

R
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e FCA Concerns: GAP

FINANCIAL
CONDUCT
AUTHORITY

©
©

CSR

“only 6% of the amount

customers pay in premiums is
paid out in claims”

“examples of some firms paying
out up to 70% of the value of
insurance premiums in
commission”

www.icsr.co.uk
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0 Where next? CSR

FINANCIAL
NDUCT
‘ ‘ THORITY
General Insurance Yalue Measure - Products
Fro [ y Claims Freque Clai ance rate A ims t N E ims o ge number i 0 en)
GAP inzurance [dd-on] 034 35,53 £2,201.00 a7EN B67.835 £74,726,828.00 437T%
GAP inzurance [Stand-alone) 150 33,303 £623.36 063 1351075 £233. 6306400 EATH
E#cess pratection [for motar insurance] [Add-on] bl 9327 £404.75 080 327,714 £26,600,145.00 LY
Perzonal aceident [Add-on] A7 36,063 213167 1403 272308 £43,514,226.00 13523
Perzonal acecident [Stand-alone) 058 24.53% £3178.85 B.71% 1526327 £33,738,523.00 1350
Payment protection [credit card store cards and per) 077 8646 £3.43161 B0 463,712 £37.023 469.00 2220
Home emergensy [Add-on] el 2654 E137.17 4.36% 4221818 £57,71LE07.00 26.23%
Payment protection [mortgage] (A1) 24T az2.24% £3,833.82 BATH 134,311 £64,057,343.00 2776
Excess protection [for motor insurance] [Stand-aloi 150 A7.TTH £403.65 051 1381333 £23.T17 634.00 2373
Key cover (Add-on) 132 86,76 £314.95 3T 1300227 £12.554 653.00 30602
Trawel - annual european [Al] B.O7= TE.15 £1,146.91 4085 2,094,333 231,650 ,445.00 186
Trawel - single trip [Stand-alone] TIEx Tl £1,15061 354 4,754 586 £850,136,283.00 32T
YWehicle cosmetic insurance [Stand-alone) 2782w 89,355 £275.05 1.01% 380,589 £63,914,535.00 336D
Home emergency [Stand-alone] FAT0 7087 £135.35 nazx 4,305,630 £1,196,63:3 550.00 3376
Home - contents only (A1) 300 TEI2 ELGTITT 668 4,136,673 £437,495,107.00 304
Extended warranty - mator (Stand- alone] Z34En 8766 78102 122% 359,035 £139,601,433.00 39045
Eistended warranty - electrical goods [Stand-alone] 13,76 99,19 £180.32 4902 4514957 £470,15,517.00 41462
Trawel - annual worldwide (A1) 0,58 G156 £1,827.55 4342 1858512 E366,423,736.00 41932
Diental insurance [All) BE3X 9472 E121.79 1762 1403634 25,214, F02.00 4233
Giadget (including mobile phone) (Add-on) 12545 9768 240164 636 2,243,985 £2738,245,176.00 4399
Pet - time limited [All) 2670 8933 £671.61 1502 985,130 253, 74294100 4993
Home - (buildings and contents cambined) (A1) 4TH TE.3Ew £3733.28 e 14,504,167 £4,185,395,837.00 8037
Pet - mazimum benefit (A1) 24 BB 9399 EETZTE 15602 B34.270 E176,776,7E5.00 BOE3
Home - buildingz anly [All] ok - P24 EV.GAx £4,266.18 noax 2043239 £394,4734 435.00 BE.292
Gadget (including mobile phone] [Stand-alone] 0,582 9228 £343.63 7.6 4,980,298 E2T2156,301.00 B7.4722
Fatar cycle (Al BESK 9842 £4 56767 380 1326789 £291,759,200.00 BOET
Felatar (Al 062 99,062 EZZBINY 637 F3467. 734 14,610,008, 733.00 B G120
Fat - covered For life (A1) BB 96,345 E06162 0,362 4,019,616 £1,445,10€,411.00 ER042
Healthcare cash plan (1] 20217 9291 EE2TI 010z 2,208,370 E388,077 376.00 BE83
After the event legal expenses [All] 422 .75 0402 4465236 £116,484 ,502.00
Before the eyent legal expenses - home (Al 027 B2 965 R et 10,536,963 £175,172,040.00
Before the eyent legal expenses - motor (A1) 0,952 QB 43 023 19,762,408 £27E,821,823.00
Wehicle breakdown [Add-on) NEGx 93T 176 TA4E3E36 £314 863 BET.00
Wehicle breakdown [Stand-alone] FIEEX 9641 209 7930285 E882,17E,269.00

https://www.fca.org.uk/publications/data/general-insurance-value-measures-data-2022
T
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e Conclusion CSR

Sheldon Mills: Executive Director, Consumers and Competition

“How many of you here have heard the expression: 'Just eat the frog?'” 1

“After the deadline, we will take a pragmatic and proportionate approach

and will help those who are taking their final steps towards meeting the
standards of the Duty.” 1

“Of course, we have a duty to take action, particularly against serious breaches, and we always go

after the worst offenders who are at risk of having the biggest impact on our financial services
industry.” 1

1. Sheldon Mills, Call of Duty: How putting customers front and centre will help industry innovate. 22" February 2023

www.icsr.co.uk 0000000
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CSR

VisRisk.

in collaboration with {CSR

Demo
Workflow management across first and second lines of defence
Action management

R
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° Conclusion CSR

* The FCA have been true to their word and taken decisive action against firms they
perceive have failed to properly implement the Fair Value and Consumer Duty rules

* The FCA have published the value measures data to help firms, not embarrass them
- but they expect you to use it.

* There is a very clear expectation that all parties in the distribution chain will work
together to deliver better outcomes for consumers.

* There is technology available to simplify the process and provide enhanced
governance, controls and reporting to firms.

R
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Learning Objectives - Check?

Learning objectives - Attendees of the briefing will have a clear understanding of and be able to:

Outline what actions have been taken by the FCA in relation to the value measures data
released on 20th September and why the FCA have taken these actions;

List the FCA’s 3 main areas of concern resulting from the value measures data and know why
these are relevant to an MGA

Describe what action the FCA expect to be taken at (co)manufacturer and distributor level in
relation to the assessment of Fair Value and implementation of the Consumer Duty.

Summarise which factors contribute to the value profile of a General Insurance product - and
how the FCA expect firms to measure and evidence these factors in establishing and proving the
fair value performance of products for consumers.

Explain what processes to follow and how technology can help MGAs measure value and
evidence compliance.
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QUESTIONS ?
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Linked [

Kenneth Underhill
Director, ICSR

Kenneth.Underhill@icsr.co.uk

07715 655745

www.icsr.co.uk

Want a VisRisk demo? Click here:

—)

VisRisk.

n collaboration with ICSF
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