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Disclaimer

When we make rules, we are required to publish:

« alist of the names of respondents who made representations
where those respondents consented to the publication of
their names,

e anaccount of the representations we receive, and
e anaccount of how we have responded to the representations.

In your response, please indicate:

« if you consent to the publication of your name. If you are
replying from an organisation, we will assume that the
respondentis the organisation and will publish that name,
unless you indicate that you are responding in an individual
capacity (in which case, we will publish your name),

« if you wish your response to be treated as confidential. We will
have regard to this indication, but may not be able to maintain
confidentiality where we are subject to alegal duty to publish
or disclose the information in question.

We may be required to publish or disclose information, including
confidential information, such as your name and the contents
of your response if required to do so by law, for example under
the Freedom of Information Act 2000, or in the discharge of
our functions. Please note that we will not regard a standard
confidentiality statement in an email message as a request for
non-disclosure.

Irrespective of whether you indicate that your response should
be treated as confidential, we are obliged to publish an account
of all the representations we receive when we make the rules.

Further information on about the FCA's use of personal data can
be found on the FCA website at: https://www.fca.org.uk/privacy.
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Chapter1

Summary

Why we are consulting

The UKis a global hub for commercial insurance. It provides expertise in underwriting
complex and specialty risks, and insuring risks from all over the world. In 2024 the
London market handled $187bn in gross written premium (GWP). Of this, 67% was from
contracts with customers outside the UK & Ireland. The UK retail insurance market plays
a vital role in providing security and peace of mind for consumers and businesses across
the UK economy.

As set outin our 2026 regulatory priorities report for insurance, we want to see a
competitive, innovative market that encourages new entrants, rewards high standards,
and ensures that innovation has tangible benefits. To achieve this we recognise that
our rules need to remain proportionate — delivering UK protections where reasonably
expected but not where there is limited connection to the UK; and avoiding prescription
where it delivers less benefits and can hinder innovation.

In December 2025 we published PS25/21. This delivered the first phase of our
programme of Simplifying the Insurance Rules. We also committed to further
simplificationin 2026. Feedback from firms and other stakeholders suggests there are
further opportunities to reduce complexity in the insurance conduct regime.

The proposals aim to:

« Simplify, clarify and update the rules: \We want to make the regulatory framework
easier to understand and apply, by removing prescriptive, duplicative and outdated
requirements. Instead we will focus on using the Consumer Duty (the Duty) and
other high-level requirements to deliver clearer good outcomes instead. This should
reduce complexity, better support compliance, and reflect different and evolving
business models. This should reduce complexity, better support compliance, and
reflect different and evolving business models.

« Supportinnovation and competition: A more proportionate and flexible regulatory
framework will give firms more flexibility to design how they deliver their products
and services, supporting innovation. It will also promote effective competition in the
insurance market in consumers' interests.


https://www.fca.org.uk/publications/policy-statements/ps25-21-simplifying-insurance-rules
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The changes we are consulting on are:

Narrowing the scope of our rules for non-UK business: Amending the territorial
application scope of our Insurance Conduct of Business Sourcebook (ICOBS)

and our Product Intervention and Governance Sourcebook chapter 4 (PROD 4).
The detailed insurance conduct requirements would apply where there is a clear

UK connection, based on the customer's habitual residence and, where relevant,
the location of the risk. This would reduce duplication and potential conflict with
overseas regulation or where there is no local regulation, it may more closely align
with what customers in that jurisdiction may reasonably expect by way of regulatory
protection. High-level requirements (such as the Principles (PRIN) (other than the
Duty) and the Senior Manager Arrangements, Systems and Controls sourcebook
(SYSC) rules) will maintain appropriate consumer protections. Alongside this
consultation, we are consulting on the application of the Consumer Duty to business
with non-UK customers. The approach we have taken to disapplying ICOBS and
PROD 4 is consistent with the approach to disapplying the Duty.

Removing unnecessary disclosure requirements: Removing certain disclosure
requirements across ICOBS that are duplicative or do not materially improve
customer understanding or support effective decision-making, and therefore no
longer deliver meaningful benefits to customers.

Increasing flexibility in means of disclosure: Giving firms greater flexibility in how
disclosures are provided to customers, including increased use of digital channels.
Firms must still provide required information in a durable medium. This must be
appropriate to the customer’s needs and way the product is distributed. Firms will
continue to be required to provide information on paper at the customer's request.

Simplifying rules for advised sales of insurance products: Simplifying the rules
that apply when insurance is sold with advice by removing references to ‘advice' that
do notinvolve a personal recommendation. This leaves a clearer distinction between
sales involving a personal recommendation and those that do not.

Amending rules for professional indemnity insurance (Pll): Amending the
currency denomination of minimum Pl levels for insurance intermediaries from
euros to pounds Sterling at an appropriate conversion rate, without reviewing or
changing the underlying minimum levels.

These proposals are consistent with our Strategy, including our commitment to
supporting competitiveness and growth, and our aim to be a smarter and more
proportionate regulator.

We considered Guaranteed Asset Protection (GAP) insurance as part of our wider work
to simplify the insurance rules in CP25/12. Following our recent market intervention
(2024), we are not proposing changes to existing GAP rules in this consultation. We

will collect more annual Value Measures data to assess the impact of our intervention
before we consider whether there is a need for any future substantive changes.
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These changes reflect a changing market and aim to future proof our regulatory
framework, relying on the Consumer Duty as much as possible. Most of these proposals
are optional, other than the changes to the scope of our rules for non-UK business, and
do not require firms to make changes. Some may opt to carry on operating as they are
now. We expect firms will adopt the changes where doing so would be beneficial for their
business and customers.

Who this consultation will be of interest to

This consultation is likely to interest:

e regulatedinsurers and insurance intermediaries (including those within the
Lloyd's market)

e insurance market trade associations
e« commercial insurance buyers

e businessrepresentatives

e retail consumers

e Cconsumer groups

e consumer representatives

How the proposals link to our objectives

Consumer protection

Our proposals aim to maintain an appropriate level of consumer protection.

We believe that detailed consumer protection requirements for business outside the
UK should be determined by local regulators. The Principles (other than the Duty) and
other high-level requirements (such as the SYSC rules) continue to apply to business

outside the UK.

For UK consumer business, we intend to remove some of the detailed prescriptive rules
that currently apply, including those on disclosure, instead relying on the Consumer
Duty to ensure that consumers receive good outcomes. In some cases, simplifying

our requirements will allow firms to adopt new approaches that may aid consumer
understanding and decision-making.

Competition

Our proposals will promote effective competition in the interest of customers.

Increased flexibility will allow firms to innovate and seek a competitive edge over
their rivals by tailoring their approach based on their business models and customers'’
circumstances, while maintaining appropriate levels of consumer protection. For
example, greater flexibility in how disclosures are provided should help firms design
more effective customer journeys. It should also help them adopt communication
methods that better reflect modern distribution practices.
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Increased clarity around the application of the rules should also lower barriers to entry
and expansion. This can support competition by making it easier for firms to operate
across jurisdictions and business models without disproportionate compliance costs.

Secondary international competitiveness and growth objective

Our proposals aim to strengthen drivers of competitiveness and growth.

More proportionate and clearer regulation, through narrowing the application of
rules where there is no clear UK connection and simplifying prescriptive disclosure
requirements, should reduce firms' compliance costs. It should also enhance the
attractiveness of the UK as a location for insurance business. This includes for
internationally active firms operating across multiple jurisdictions.

Wider effects of this consultation

Gibraltar-based firms and Temporary Permission (TP) firms

Where existing rules apply to Gibraltar-based firms or TP firms, our proposed
amendments will apply in the same way.

The Consumer Duty

Alongside this consultation, we have published a separate consultation proposing
changes to how the Duty applies to business with non-UK customers. The approach

we propose for ICOBS and PROD is consistent with the proposed approach for the

Duty. This means the Duty, ICOBS and PROD will be either applied or disapplied in full,
depending on the location of the customer's habitual residence and the state of the risk.

Our proposals on disclosure and advised sales are consistent with the Duty's aims
and objectives. Firms will still need to consider the Duty as they implement the
proposed changes.

Under our current Strategy we have set out that we will rely on the Duty as much as
possible for consumer protection, rather than making new rules. In this consultation, we
are drawing on the greater protections provided by the Duty which allow us to focus on
simplifying, and in some cases, removing existing requirements.

Environmental, social & governance considerations

Overall, we do not consider that the proposals are relevant to contributing to the
government's net-zero target. We will keep this under review during the consultation and
when considering whether to make the final rules.
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Equality and diversity considerations

We do not consider that the proposals materially impact any of the groups with
protected characteristics under the Equality Act 2010 (in Northern Ireland, the Equality
Act is not enacted but other antidiscrimination legislation applies). We will continue to
consider the equality and diversity implications of the proposals during the consultation
and will revisit them when making the final rules.

Measuring the impact of the proposals

We will monitor this through the sources referred to in the Rule Review Framework (RRF).

We want to understand take-up and benefits realised, without creating additional
burden. We intend to run a voluntary survey covering both the simplification changes
already implemented and those proposed in this consultation. We will do this once

firms have had time to consider and adopt the optional changes. This is likely to be late
2027 or early 2028. The survey will help us understand how firms have implemented

the proposals and any benefits realised. We will also assess whether benefits can be
guantified, recognising that firms may be more able to provide qualitative feedback than
detailed data.

In addition, we will continue to use regular supervisory and policy engagement with
industry to help us assess take-up and identify any issues.

Next steps

Please send us your comments by 4 September 2026. Annex 1 includes a full list of
consultation questions.

We propose that the rule changes will come into force shortly after they are made.
Given that these proposals simplify and, in some cases, reduce the prescriptiveness of
existing requirements, we are proposing a near immediate implementation date so that
firms can make use of the added flexibilities as soon as possible. However, the changes
to territorial scope would apply on a forward-looking basis only. Existing contracts will
continue to be subject to the rules that applied when they were entered into.
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Rules applying to business with customers
outside the UK

In this chapter we propose changes to the international application of the conduct

rules for non-investment insurance in ICOBS and PROD 4. These changes are intended
to provide that detailed UK conduct requirements apply where there is a clear UK
connection, but do not apply where doing so risks duplicating local requirements or is
unlikely to improve outcomes. We are also consulting separately in CP26/23 on changes
to the scope of the Consumer Duty including proposals to limit its application to retail
market business where the customer is in the UK. The proposed approach to the Duty
is aligned with the approach set out in this consultation for ICOBS and PROD 4 so that
these frameworks apply consistently based on the presence of a clear UK connection.

Background

Firms have consistently told us that insurance business involving customers or risks
outside the UK is overwhelmingly conducted through local firms in the overseas
jurisdiction and are subject to local regulatory requirements. However, elements of the
insurance conduct rules in ICOBS and PROD 4 can apply to insurance business carried
on from the UK, even where the customer and the insured risk are located outside the
UK. Applying UK insurance conduct rules alongside those local requirements can lead to
duplicative regulation and increased compliance costs without delivering added benefits
for customers.

Following feedback from firms, and based on available data, we know that in the
overwhelming majority of cases customers are already protected by local regulatory
frameworks that reflect local market conditions, consumer expectations and legal
requirements in the relevant jurisdiction. We consider it appropriate for UK conduct
requirements not to apply in the same way as they do for UK business, having regard
to regulatory expectations in the customer's home jurisdiction and the continued
application of high-level UK requirements such as PRIN which requires firms to pay due
regard to customers' interests and treat them fairly.

We recognise that there may be a small number of cases where customers or risks
outside the UK are not subject to local conduct requirements. However, where there
is no UK connection, we do not consider that the absence of local requirements
should, initself, determine the application of detailed UK conduct rules. High-level UK
requirements would continue to apply.

Membership of the International Association of Insurance Supervisors (IAIS) —a global,
standards-setting institution — covers approximately 97% of global insurance premiums.
This reflects the wide international reach of insurance regulatory and supervisory
frameworks. It spans 6 continents including the Americas, Africa and Europe. In addition,
around 61% of international insurance business carried on from the UK involves


https://www.fca.org.uk/publications/consultation-papers/cp26-23-consumer-duty-scope-and-proportionality
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customers injurisdictions such as the United States and Canada, where insurance
regulation is often more prescriptive than our own (e.g. price controls and minimum
coverage levels). This suggests that a significant proportion of international business is
already subject to local regulatory regimes.

Where our requirements apply even where there is little or no UK connection, they can
create complexity and uncertainty for firms operating internationally. This is particularly
the case in wholesale and London market business. In practice, they may act as a barrier
to entry or expansion. This may discourage firms from locating activity in, or offering
products from, the UK. There is scope to refine the international application of the

rules to make sure they are targeted and proportionate, while maintaining appropriate
standards of conduct where UK protections are reasonably expected to apply. In
CP25/12 and our engagement on the Consumer Duty, we committed to consulting on
whether the international application of the insurance conduct rules remain appropriate.
This consultation fulfils our commitment and is being published alongside proposals on
the application of the Consumer Duty to business with customers outside the UK.

Our proposals

We propose to limit the application of ICOBS and PROD 4 so that the requirements
apply only where there is a clear UK connection. We propose to determine the UK
connection based on the customer's habitual residence and the state of the risk.

For these purposes, habitual residence means the policyholder's residential address or
its place of establishment. We are including guidance that customers who give a British
Forces Post Office address should be treated as habitually resident in the UK. The state
of the risk is usually the same as habitual residence, but it can differ for products such as
property insurance where it is the country in which the property is situated.

As ICOBS and PROD apply in different ways, our proposals differ for each regime

but adopt the same overarching principles. They use similar concepts to determine
when the rules apply, although these are expressed differently to reflect their scope.

For example, we use the defined term 'overseas non-investment insurance product’

to capture when products fall outside the territorial scope. Whereas in ICOBS, the
application of the rules is determined at the level of the individual insurance contract and
minimises the need for wider consequential changes to the Handbook. These are set
out separately below.

ICOBS

ICOBS applies primarily at the level of individual insurance contracts and regulates firms'
conduct towards the customer entering into each contract.

We propose to disapply all ICOBS requirements where both the customer's habitual
residence and the state of the risk (if different) are outside the UK. This disapplication
will apply to both insurers and intermediaries throughout the distribution chain.

10
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Where either the customer is habitually resident in the UK or the insured risk is in the UK,
ICOBS would continue to apply. This approach seeks to make sure UK customers and
UK-based risks remain within scope of our detailed conduct requirements. This includes
in circumstances where there are mixed UK and non-UK factors.

PROD

PROD applies at product level and is concerned with the design, distribution and
monitoring of insurance products generally, rather than individual contracts. The PROD
requirements do not focus on individual customer interactions.

We propose to disapply PROD 4 based on the approach we took when we introduced the
concept of an overseas non-investment insurance product into our rules. PROD 4 will be
disapplied where:

e aninsurance product is only available for distribution to customers (and, if applicable,
for risks) outside the UK, and

o forallpoliciesissued or that will be issued under it, all policyholders are resident
outside the UK, and, if applicable, the risks are located outside the UK.

This means PROD 4 will be disapplied only where a product is exclusively for the non-UK
market. This will be the case even if non-UK customers make up the greater proportion
of the customer base. This ensures that products distributed to UK customers or
covering UK risks remain subject to UK product governance requirements. At the same
time, recognising that business through local firms outside the UK will typically be
subject to local regulations.

Alternative options not taken forward

A local regulation backstop

We considered whether it would be beneficial or necessary to include alocal regulation
backstop whereby the disapplication of UK conduct requirements would apply only
where the product and distribution activities are subject to local regulation. This
approach would provide additional consumer protection. However, it would also
introduce operational complexity and uncertainty — reducing the impact, clarity and
proportionality of the proposed changes. In our view, this is not necessary, as:

« Available data indicates that local regulation applies in most cases involving
customers or risks outside the UK (see paragraphs 2.3 —2.5).

o Other UK requirements, including the Principles (other than the Consumer Duty) and
SYSC rules, would continue to apply to activities carried on in the UK.

* The proposed approach maintains an appropriate level of protection for customers
outside the UK, taking into account the relevant jurisdiction and the continued
application of UK requirements.

11
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For these reasons, we do not propose to include an additional requirement based on
the existence of local overseas regulation. However, we are seeking respondents’
views on this.

Other criteria for determining connection to the UK

We considered whether the location of the firm should be part of determining the
connection to the UK. However, we have concluded that the customer's habitual
residence and the state of the risk are the most appropriate criteria. We are also not
proposing any changes to the way our rules currently apply based on where firms are
established.

Question1: Do you agree with our proposal to limit the application of
ICOBS where the customer is not habitually resident in the
UK, and where applicable, the insured risk is located outside
the UK? Please explain.

Question 2: Do you agree with our proposal to disapply the application
of PROD 4 where a non-investment insurance product
is only available for distribution to customers outside
the UK and, for all policies issued under the product, all
policyholders (and where applicable, insured risks) are
located outside the UK? Please explain.

Question 3: Do you agree that where either customers are habitually
resident in the UK or insured risks are located in the UK,
the ICOBS and PROD rules should continue to apply?
Please explain.

Question 4: Do you agree that an additional local regulation backstop
is not necessary, based on the existence of overseas
local regulation and the continued application of relevant
UK requirements (including the Principles and SYSC)?
Please explain.

12
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Chapter 3

Disclosure and record-keeping requirements

In this chapter we propose changes to firm disclosure requirements in ICOBS 4 and
ICOBS 4.1A. We focus on what information firms must disclose and how disclosures
are delivered. Our aim is to make disclosures more meaningful for consumers, while
giving firms greater flexibility to communicate effectively. We are also making a small
correction to record-keeping requirements in ICOBS 6B.

ICOBS 4 - Firm disclosures

Background

ICOBS 4 currently requires firms to provide a range of disclosures about the firm,

its services and remuneration. General disclosures at firm and service level, such as
firm complaint procedures, give customers helpful, actionable information. Similarly,
remuneration information such as fee levels, provides clarity on the costs customers will
incur, enabling them to make informed decisions.

However, our review of the rules indicates that other disclosures can result in

firms providing long pages of compact text. For example, at firm and service level,
intermediaries must provide lists of insurers they ‘'may’ place business with. For
remuneration, insurers must disclose information about the potential ways employees
may be remunerated, without providing figures. These disclosures can obscure more
important information or contribute to customer overload. They are also unlikely to help
protect consumers or inform decision-making.

Research by Which? found that consumers are unlikely to read or understand long and
technical documents. Most consumers skim information and focus on what stands out,
rather than reviewing policy documents in any detail.

In PS 25/21 we stated that we would review information disclosure requirements as part
of further simplification work. In this consultation we propose to remove certain firm
disclosures which provide limited benefit and contribute to information overload, while
retaining disclosures that support decision making and customer understanding.

We recognise that developments in Al may increasingly influence how firms design and
deliver disclosures, including through more tailored or interactive communications.
Our proposals to simplify disclosure requirements and increase flexibility in format may
enable greater use of such technologies.

13
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Therefore, we are also interested in views on how these developments may affect
consumer engagement with disclosures, and whether our proposals could amplify any
benefits or risks in this area.

General firm and service level information

We propose to remove firm disclosures which risk distracting from more important
information or overload the customer. These include:

« Firm postal address — Consumers are more likely to use a firm's contact number,
website or email than a postal address. Additionally, this information is typically
available through other channels (for example, websites and correspondence) and is
easy for consumers to find if needed.

 Whether afirmis an insurance undertaking or an intermediary — These terms are
not well understood by those outside of the insurance industry and are unlikely to
increase customer understanding of the service being provided.

« Conflicts of interest — ICOBS 4 includes multiple disclosures about potential
conflicts of interest. These include whether an intermediary:

= Holds (directly or indirectly) 10% or more of the voting rights or capital in an
insurance undertaking

— Is acting on behalf of the customer or on behalf of the insurer

— Is contractually obliged to place business exclusively with one or more insurance
undertakings (and, if so, name them)

Some intermediaries may have relationships with multiple insurers and may be
acting for and on behalf of the insurer and consumer at different stages. These
disclosures canresult in long lists and dense text that consumers are unlikely to read
or recognise as conflict of interest information.

We consider that the disclosures referenced above do not materially enhance customer
understanding and can contribute to longer, more complex disclosures. Firms have
broader obligations in PRIN, SYSC and the Consumer Duty to identify and manage
conflicts of interest appropriately and to provide customers with information that
supports effective decision-making. Firms will still need to consider whether disclosure
is necessary in a given case to meet those obligations.

Remuneration information

We propose to remove disclosures about the 'nature and basis’ of remuneration received
by intermediaries and the remuneration of employees. Our intended outcome is shorter,
clearer disclosures that better support informed decision-making.

We introduced these disclosures regarding remuneration when implementing the
Insurance Distribution Directive (IDD). We no longer consider that these requirements
are reflective of our regulatory approach. The focus of our rules is on the manufacturer

14
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ensuring fair value of the product rather than disclosing remuneration information and

relying on the customer to consider whether the remuneration is fair. This is consistent
with research by Which?, showing that customers do not engage with buying insurance
in the way they might for other financial products.

In practice, the IDD derived requirements have led to firms providing high-level and
categorical descriptions of the potential ways firms and employees may be remunerated.
These statements can become overly long and result in information overload.

We propose to remove these contextual remuneration disclosure requirements. Firms
would still be expected to make sure that any remuneration they receive is consistent
with the provision of fair value and that conflicts of interest are appropriately managed.

Firms would also be expected to comply with their general law obligations. ICOBS

4 currently includes guidance on compliance with the general law in the context of
commercial insurance. This may include commission disclosure on request. We propose
to amend this guidance so that it is framed more generally, making it clear that an
insurance intermediary should consider general law regardless of whether the customer
is a retail or commercial customer.

Additional changes

Advice — We propose changes to the advice disclosures in the next chapter.

Pure protection — We propose to align pure protection business with the standard
disclosure requirements in ICOBS 4 by removing ICOBS 4.2. ICOBS 4.2 provides more
prescriptive safeguards for pure protection business. For example, in non-advised
sales firms are required to ensure customers understand that they are responsible
for determining whether a policy meets their demands and needs. However, the
broader ICOBS disclosure framework has since evolved, with a greater emphasis on
ensuring that information is clear, relevant and supports effective customer decision
making. Additionally, the Consumer Duty now places a strong, cross cutting obligation
on firms to meet the information needs of retail customers and ensure they can

make timely and properly informed decisions. In this context, we consider that the
prescriptive requirements in ICOBS 4.2 are no longer necessary to achieve the intended
policy outcomes.

Except where we explicitly propose deletions or amendments, we are retaining all other
disclosure requirements.

These proposals do not affect product-related disclosures in ICOBS 6, or rules linked to
issues raised by the Which? super-complaint.

15
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ICOBS 4.1A — Means of disclosure

Background

ICOBS 4.1A sets out the requirements on how information must be provided to
customers, reflecting the approach in the IDD. Under this framework, information must
be provided in a durable medium and electronic media is only permitted if the 'durable
medium'’ conditions in (1) and (4) of the glossary definition are satisfied. The rules also
focus oninformation being provided in writing. Firms are required to obtain an 'active
and informed choice' from customers before providing disclosures in electronic form.
This approach was intended to ensure that customers are given a choice over how they
receive information and are not defaulted into electronic communications.

However, in practice, these requirements often lead to information being provided
on paper and firms may find it difficult to re-engage customers after sale to switch
to alternative formats. This is the case even where digital communication may better
support engagement.

We want our rules to reflect how consumers buy and engage with insurance today, which
is increasingly digital. We also want to align insurance disclosure rules more closely with
our approach in other consumer finance sectors such as retail banking. The position in
retail banking reflects a more outcomes-focused approach to the format of disclosure.
It gives firms greater discretion in how information is presented to consumers while
preserving consumer protection.

Record keeping requirements — minor change to ICOBS 6B

When we made changes in Handbook Notice 132 to decommission the General
Insurance Pricing Attestation, we omitted to make a connected change to the related
record-keeping requirement in ICOBS 6B.2.57. We are taking the opportunity to rectify
this by removing the reference to the person responsible for the attestation. We

want to make clear that firms should consider the context of the business conducted
between the firm and the customer and deliver disclosures in a durable medium that is
appropriate in the circumstances. For example, where a customer buys a policy online,

it will usually be appropriate to provide disclosures digitally, unless the customer asks for
paper. This reflects customer expectations as they are more likely to receive disclosures
in a format that is consistent with the purchasing journey.

Our proposals

We propose to change the disclosure rules so that disclosures do not default to
paper delivery.
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Our proposed amendments can reduce costs for firms. This is because requirements
willemphasise that firms have flexibility to communicate with customers through
different channels where they support understanding and engagement. This will
improve innovation, enabling firms to use methods such as pictorial and generative Al to
deliver messages.

We do not intend to make customers paperless where that would be inappropriate.
Consistent with the Consumer Duty, firms should consider customers' needs and
characteristics of vulnerability when deciding how to communicate. Paper may remain
the most effective way to make communication accessible. Importantly, firms must
provide paper disclosures free of charge where a customer requests it.

Firms will be expected to make the option of requesting paper format clear and easily
accessible for consumers, in line with consumer support obligations linked to the
Consumer Duty. For example, where a consumer purchases a product through a
website, we would expect the option to request paper documents to be available on
that website (such as through a tick box or link they can click to make the request).

An example of poor practice would be where the consumer purchases the product
online but is required to use a different contact method (such as via phone) to request
paper documents.

The Duty continues to apply. Firms must meet the information needs of retail
customers and equip them to make decisions that are effective, timely and properly
informed. Firms must also continue to comply with their obligations under the
Equality Act.

We also propose minor additional changes to simplify the rules. We propose to remove
the option for firms to make disclosures by means of a website (which meets the website
conditions) but does not constitute a durable medium. We invite firms to feedback on
whether this requirement is ever used in practice, and examples of the mediums used.
We also propose to simplify the existing language requirement for disclosure, with one
more consistent with other parts of our Handbook, that also reflects market practices.
So we propose that disclosure must be provided in English or any other language agreed
by the parties.

Question 5: Do you agree with our proposed removal of certain
general and firm level disclosure requirements? If not,
please specify.

Question 6: Do you agree with our proposed removal of certain
remuneration disclosure requirements? If not,
please specify.

Question7: Do you agree with our proposed changes that firms can
determine the appropriate disclosure format based on the
circumstances of the transaction, subject to consumers
being able to easily request paper format? If not, please
explain why.
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Question 8:

Question 9:

In the context of our proposals to simplify disclosure
requirements and allow greater flexibility in how
information is provided, what role do you expect Al to play
in how firms communicate with customers? Are there any
implications for consumer understanding or outcomes we
should consider?

Do you agree with our proposed minor changes to simplify
the means of disclosure rules in ICOBS 4.1A? In particular,
are there any circumstances where firms make disclosures
by means of a website (which satisfies the website
conditions) where it does not constitute a durable medium?
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Chapter 4

Standards for advised sales

In this section we propose changes to the standards for advised sales of
non-investment insurance contracts. These changes are intended to simplify the
requirements for firms providing advice.

Background

Most consumer non-investment (general) insurance contracts are sold without advice.
Advice is more common for commercial insurance, although sales to SME commercial
customers are typically non-advised. Advice is most commonly provided for large
commercial insurance transactions. These are excluded from our detailed ICOBS rules
as the parties do not require the same regulatory protections.

Our ICOBS rules impose different requirements for advised and non-advised sales.
Where no advice is given, firms are required to:

» Make sure any contracts they propose to the customer are consistent with the
customer's demands and needs.

* Provide information about the product to help the customer make an
informed decision.

If firms do provide advice, they must make sure it is suitable. However, several additional
rules apply depending on whether the advice amounts to a personal recommendation and
whether it is offered on the basis of a fair (or in some cases a fair and personal) analysis of
the market. For example, firms giving a personal recommendation must provide a written
explanation as to why the product best meets the customer's needs. This requirement
does not apply to other advice. These distinctions mean the rules create multiple different
categories of advised sale, each with slightly different requirements.

Our engagements with industry have shown that the distinction between regulated
advice and other activities is not always clear. This is especially so where a firm may be
providing multiple services of which arranging insurance is just a part. Many have said
using the term ‘advice' risks the referred to above rules being applied too broadly.

Our proposals

We propose to simplify the requirements for advised sales. Our aimis to have 2
categories of sale —advised and non-advised.
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4.12

Advised sales

Currently the rules distinguish between a personal recommendation as defined in
Article 53 of the Regulated Activities Order (RAO) and other things which may amount
to ‘advice' but would not be a personal recommendation.

We propose to remove the latter category. This would mean a firm would only be subject
to the advice rules if they are providing a personal recommendation for the insurance
arrangements they are selling. This will simplify the requirements on firms by creating a
clearer boundary between advised and non-advised sales. It will limit the additional rules
for advised sales purely to situations where the firm is providing advice as defined by

the RAO. This will mean that some sales currently classed as advised will cease to be so,
although we think these situations are rare in practice.

We also propose to remove the requirement for firms to disclose whether they are
giving a personal recommendation or advice on the basis of a fair (and personal) analysis
of the market. In our view, this is not required to help customers understand the
proposed arrangements.

We also propose to remove existing guidance in ICOBS 4 about the use of panels
to determine whether a fair analysis of the market is being undertaken. Under our
proposed changes, the guidance is no longer necessary.

Question 10: Do you agree with our proposals to limit rules on advised
sales to sales involving a personal recommendation? Please
explain your answer.

Question 11: Do you agree with our proposal to remove the distinction
between advised sales which do and do not involve a fair
(and personal) analysis of the market? Please explain
your answer.

Non-advised sales

We will retain the requirement to inform the customer whether the firm is providing a
personal recommendation or just information.

Our other standards for non-advised sales will remain the same. Sales which currently
involve advice not amounting to a personal recommendation will be subject to these
standards. This includes the requirement that all contracts proposed must be consistent
with the customer’'s demands and needs.
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Chapter 5

Professional indemnity insurance

Background

MIPRU 3 sets out the minimum professional indemnity insurance (Pll) requirements

for firms carrying out specified insurance, home finance or Mortgage Credit Directive
(MCD) article 3(1)(b) credit intermediation activities, subject to certain exceptions as set
outin MIPRU 3.1.1R.

Minimum indemnity limits vary by activity. MIPRU 3.2.7R sets fixed amounts for
insurance distribution activity with an alternative aggregate amount calculated by
reference to 10% of a firm's annual income (subject to a £30 million cap). MIPRU 3.2.9BR
sets separate fixed amounts for MCD credit intermediation activity. The proposals in
this chapter relate to these specific amounts which are currently denominated in euros.

IPRU-INV 13 sets minimum PIl requirements for personal investment firms, including
those which are IDD insurance intermediaries. IPRU-INV 13.1.10R sets the minimum
limits of indemnity, denominated in euros, at the same amounts as MIPRU 3.2.7R for
those personal investment firms that are also insurance intermediaries.

These limits originate from EU legislation: the Insurance Mediation Directive (IMD),
Insurance Distribution Directive (IDD) for insurance intermediaries, and the Mortgage
Credit Directive (MCD) for home finance intermediaries.

Table 2 sets out the current minimum limits of indemnity under MIPRU 3 for insurance
intermediaries and MCD article 3(1)(b) credit intermediaries and IPRU-INV 13 for IDD
insurance intermediaries.

Table 1: Current minimum limits of indemnity

Applicable firms Rule Limit of indemnity | Current amount
Firms carrying oninsurance | MIPRU 3.2.7R and For asingle claim €1,300,380
Firms carryingon MCD For a single claim €460,000
article 3(1)(b) credit MIPRU 3.2.9BR
intermediation activity Inaggregate €750,000

* The aggregate limit for insurance intermediaries under MIPRU 3.2.7R applies as the higher of the stated amount and 10% of annual income,

subject to a £30 million cap. This cap does not apply to firms subject to IPRU-INV13.1.10R.
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Why we are proposing this change

Our proposalis to convert the euro-denominated minimum limits of indemnity into
sterling to remove the dependency on GBP/EUR exchange rate movements and align
the denomination of the requirement with the currency in which most UK firms transact
and hold Pll policies.

Under MIPRU 3, insurance intermediaries and MCD article 3(1)(b) credit intermediaries
along with IDD insurance intermediaries under IPRU-INV 13 are required to maintain PlI
cover that satisfies the minimum limits of indemnity at all times. Where a firm's Pll policy
is denominated in a currency other than euros, MIPRU 3.2.8R and IPRU-INV 13.1.15R
require firms to take reasonable steps to verify that their cover is at least equivalent to
the euro minimum when the policy is effected and at each renewal.

As aresult, firms are exposed to risks of non-compliance and uncertainty in assessing
whether their Pll cover remains sufficient over time. Because the limits are expressed
in euros, a sterling-denominated policy that satisfied the requirement at inception may
fall below the required sterling equivalent before renewal if sterling weakens against the
euro during the intervening period, without any change to the policy terms.

Moving to sterling rather than euro-denominated minimums would mean that a
sterling-denominated policy would satisfy the requirement at inception and would
remain compliant regardless of subsequent exchange rate movements. For firms
holding sterling-denominated Pl policies, expressing the limits of indemnity in sterling
removes the need for the equivalence check under MIPRU 3.2.8R and IPRU-INV
13.1.15R, which removes an additional burden on firms and their compliance costs.

Furthermore, there is no longer any basis in UK law that requires them minimum
amounts to be denominated in euros. The minimum limits of indemnity in MIPRU 3
and IPRU-INV 13 are expressed in euros yet operate as domestic requirements for
FCA-authorised firms.

Some firms hold Pll policies denominated in currencies other than sterling, for example,
those placed in the Lloyd's market or with international insurers, which may arise

where firms use insurers permitted under MIPRU 3.2.1R, MIPRU 3.2.3R and IPRU-INV
13.1.5R. In these cases, we would retain the equivalence check at policy inception and
at each renewal, but we would compare their cover against a fixed sterling, rather than a
euro, amount.

This proposalis not a review of the adequacy of the minimum limits of indemnity, or an
assessment of the current calibration against the claims experience or market practice
in the intermediary sector, nor a comparison with Pll standards in other jurisdictions.
Our sole objective is to express the existing requirements in sterling at a technically
appropriate exchange rate so that the effective minimum level of protection provided to
consumers and counterparties does not change as a result of the conversion.
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Our conversion methodology

Our approach was to derive a central rate from a multi-year average of official exchange
rate data, round the converted amounts to a level of precision supported by the inherent
variability of the rate, and cross-check the results against the current spot rate.

To determine sterling equivalents for the 4 limits of indemnity in Table 2, we used daily
spot exchange rate data published by the Bank of England under series designation
XUDLERS. The daily spot exchange rate is quoted as the number of euros per pound
sterling and sourced from the Bank of England'’s Statistical Interactive Database.

This series records the number of euros per pound sterling on each business day; a euro
amount is therefore converted to sterling by dividing by this rate. We applied a five-year
lookback window, drawing on 1,262 business day observations spanning 4 May 2021

to 1 May 2026.

We selected a 5-year window because it captures a broad and representative range of
macroeconomic conditions without extending into the period of pronounced structural
depreciation of sterling that followed the 2016 referendum.

The window spans multiple interest rate cycles and encompasses the:

e appreciation of sterlingin 2021 and early 2022,
« sharp depreciation episode of September 2022, and
e more gradual sterling softening through 2025.

Taken together, this range of conditions supports a central rate that is well-grounded
and not materially skewed by any single macroeconomic event.

As the central rate for the conversion, we used the 95% trimmed mean of daily
observations over the 5-year window. The 95% trimmed mean is the arithmetic mean
computed after excluding the most extreme 2.5% of observations at each tail of the
distribution. This estimator moderates the influence of the most extreme individual
daily rates without requiring subjective judgements about which observations to treat as
exceptional. The resulting central rate is 1.1674 euros per pound. The simple arithmetic
mean over the same periodis 1.1673. This represents a negligible difference confirming
that no individual observations materially affect the central estimate.

The converted amounts are expressed to the nearest £10,000. To assess whether this
level of precision is appropriate, we considered how much the sterling equivalent of each
limit would naturally fluctuate over the course of a year as a result of normal day-to-day
movements in the GBP/EUR exchange rate, without any change to the underlying euro
amount. This natural fluctuation ranges from approximately £22,000 to £91,000 across
the 4 limits of indemnity. Since this range of natural variation is substantially larger

than £10,000 for every limit, rounding to the nearest £10,000 does not overstate the
accuracy of the converted amounts. It is consistent with the degree of certainty that the
exchange rate data can reasonably support. We round midpoint amounts upward.
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As a further cross-check, we compared the proposed amounts against the GBP/EUR
spot rate prevailing on 1 May 2026, which was 1.1577. This is approximately 0.8% below
the 5-year trimmed mean, reflecting a period of modest sterling weakness relative to
the recent average. Applying this spot rate produces rounded sterling equivalents that
are £10,000 higher for each of the 4 limits of indemnity — a difference of one rounding
step. This means that even if a different but equally defensible rate had been used, the
proposed rounded amounts would change by at most one £10,000 step. This represents
a difference that falls well within the natural annual variability of the rate described.

Figure 1 illustrates the GBP/EUR daily spot exchange rate over the 5-year analysis
period, showing the 95% trimmed mean used as the central conversion rate alongside
the 5th and 95th percentile bounds and the +1 standard deviation annual volatility band.

Figure 1: GBP/EUR daily spot rate, five-year window (4 May 2021 - 1 May 2026)
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Source: Bank of England Statistical Interactive Database, series XUDLERS (spot exchange rate, euro into sterling). Data cover the period 4 May 2021 to
1 May 2026.

Our proposed sterling amounts

Table 2 sets out the proposed sterling equivalents for the minimum fixed limits of
indemnity in MIPRU 3 and the corresponding limits in IPRU-INV 13.

Table 2: Proposed sterling equivalents for minimum limits of indemnity

Proposed

Limit of Current sterling

Applicable firms Rule indemnity amount amount
Firms carrying on MIPRU 3.2.7R For asingle claim | €1,300,380 £1,110,000

insurance distribution and IPRU-INV

€1,924,560 £1,650,000
activity 13.1.10R In aggregate™
Firms carryingon MCD For asingle claim | €460,000 £390,000
article 3(1)(b) credit MIPRU 3.2.9BR

In aggregate €750,000 £640,000

intermediation activity

* The aggregate limit for insurance intermediaries under MIPRU 3.2.7R applies as the higher of the stated amount and 10% of annual income,

subject to a £30 million cap. This cap does not apply to firms subject to IPRU-INV13.1.10R.
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Consequential amendments

Implementation of the sterling limits will require amendments to MIPRU 3.2.7R, MIPRU
3.2.9BR and IPRU-INV 13.1.10R, which will be updated to replace euro amounts with the
sterling equivalentsin Table 3. There will be no change to the income-based component
or £30 million aggregate cap.

MIPRU 3.2.8R and IPRU-INV 13.1.15R, which currently require firms with non-euro
denominated policies to verify equivalence to euro minimum limits at inception and
renewal, will be updated rather than removed to require verification against the sterling
minimum. This is a simpler and more certain reference point.

The new sterling limits would apply from the date the amending instrument comes into
force. We recognise that some firms may hold policies at that date that were arranged
on the basis of euro limits and have not yet fallen due for renewal. We therefore propose
a transitional provision for such firms. Under the transitional, firms may rely on their
existing cover without needing to check the amount against the revised rule in line with
MIPRU 3.2.8R or IPRU-INV 13.1.15R until the next renewal or extension of their policy
following the effective date. In any event, firms must comply with the new sterling

limits no later than 12 months after the instrument comes into force, unless they plan
to adhere to MIPRU 3.2.8R or IPRU-INV 13.1.15R as relevant. We invite views in Q14 on
whether this approach is appropriate.

We also propose to update Section E (Professional Indemnity Insurance) of the Retail
Mediation Activities Return (RMAR) in SUP 16 Annex 18 Aand the accompanying
guidance notes in SUP 16 Annex 18B, which currently reference euro denomination, so
that firms report their limits of indemnity in sterling. Firms holding policies denominated
in a currency other than sterling should report the sterling equivalent.

Question 12: Do you agree with our proposal to express the minimum PII
limits of indemnity in MIPRU 3 and IPRU-INV 13 in sterling
rather than euros? If you do not agree, please explain why.

Question 13: Do you agree with the methodology we have used to
determine the sterling equivalents, including the use of
a five-year trimmed-mean exchange rate rounded to the
nearest £10,0007? If you do not agree, please explain what
alternative approach you would consider appropriate.

Question 14: We propose that firms should be permitted to rely on their
existing Pll cover until the next renewal or extension of
their policy following the effective date of the new sterling
limits, subject to alongstop of 12 months from the date
the instrument comes into force. Do you agree with this
approach? Please explain your view.
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Questions in this paper

Question 1: Do you agree with our proposal to limit the application of
ICOBS where the customer is not habitually resident in
the UK, and where applicable, the insured risk is located
outside the UK? Please explain.

Question 2: Do you agree with our proposal to disapply the application
of PROD 4 where a non-investment insurance product
is only available for distribution to customers outside
the UK and, for all policies issued under the product, all
policyholders (and where applicable, insured risks) are
located outside the UK? Please explain.

Question 3: Do you agree that where either customers are habitually
resident in the UK or insured risks are located in the UK,
the ICOBS and PROD rules should continue to apply?
Please explain.

Question4: Do you agree that an additional local regulation backstop
is not necessary, based on the existence of overseas
local regulation and the continued application of relevant
UK requirements (including the Principles and SYSC)?
Please explain.

Question5: Do you agree with our proposed removal of certain
general and firm level disclosure requirements? If not,
please specify.

Question 6: Do you agree with our proposed removal of certain
remuneration disclosure requirements? If not,
please specify.

Question7: Do you agree with our proposed changes that firms can
determine the appropriate disclosure format based on the
circumstances of the transaction, subject to consumers
being able to easily request paper format? If not, please
explain why.

Question 8:  Inthe context of our proposals to simplify disclosure
requirements and allow greater flexibility in how
information is provided, what role do you expect Al to play
in how firms communicate with customers? Are there any
implications for consumer understanding or outcomes we
should consider?
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Question 9:

Question 10:

Question 11:

Question 12:

Question 13:

Question 14:

Question 15:

Do you agree with our proposed minor changes to
simplify the means of disclosure rules in ICOBS 4.1A?

In particular, are there any circumstances where firms
make disclosures by means of a website (which satisfies
the website conditions) where it does not constitute a
durable medium?

Do you agree with our proposals to limit rules on advised
sales to sales involving a personal recommendation? Please
explain your answer.

Do you agree with our proposal to remove the distinction
between advised sales which do and do not involve a fair
(and personal) analysis of the market? Please explain
your answer.

Do you agree with our proposal to express the minimum
Pll limits of indemnity in MIPRU 3 and IPRU-INV 13 in
sterling rather than euros? If you do not agree, please
explain why.

Do you agree with the methodology we have used to
determine the sterling equivalents, including the use of

a five-year trimmed-mean exchange rate rounded to the
nearest £10,0007? If you do not agree, please explain what
alternative approach you would consider appropriate.

We propose that firms should be permitted to rely on
their existing Pll cover until the next renewal or extension
of their policy following the effective date of the new
sterling limits, subject to alongstop of 12 months from
the date the instrument comes into force. Do you agree
with this approach? Please explain your view.

Do you agree with our cost benefit analysis? If not, please
explain why and provide supporting data.
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Cost benefit analysis

Executive Summary

1. The proposals in this CP are intended to simplify the rules for insurance businesses,
reducing their compliance costs whilst maintaining appropriate protections for
consumers. The changes will potentially impact all firms in the UK insurance market,
although the impacts are likely to vary by firm depending on the type of business
firms are involved in. For example, firms who have significant business with customers
outside the UK are likely to be impacted more than those whose business is entirely
focus on the UK.

2. Overall, the changes are intended to be deregulatory as they remove or simplify existing
requirements rather than introduce new ones. Firms are not required to change their
approach where it already meets the standards under the existing rules. Because of this,
any changes to systems or processes, and the associated impacts, are expected to be
optional and limited.

3. This analysis applies a Rebalancing Risk approach, explicitly assessing the trade-offs
between risks of harm and expected benefits. Rather than seeking to eliminate all risks,
we consider whether a more proportionate level of risk-taking could deliver improved
outcomes, while ensuring that any resulting harm remains within tolerable limits.

4. Aside from familiarisation costs, we do not expect firms to face new direct costs as
a result of the proposals. Any other costs incurred, and all benefits, are indirect and
will depend on how firms respond to the reduced prescriptiveness of the rules. Firms
that choose to make changes may reduce their compliance burden and achieve some
cost savings over time, for example by simplifying disclosures or internal processes.
We consider these changes to be aligned with a more proportionate regulatory
approach, in which risks of harm remain within acceptable bounds and are mitigated by
existing safeguards.

5. We expect that firms may adjust how they meet the regulatory standards under the
revised rules, in response to the reduced prescriptiveness of the requirements.

Introduction

6. The Financial Services and Markets Act (2000) requires us to publish a cost benefit
analysis (CBA) of our proposed rules. Specifically, section 138l requires us to publish a
CBA of proposed rules, defined as ‘an analysis of the costs, together with an analysis of
the benefits that will arise if the proposed rules are made'.

28



Financial Conduct Authority
Consultation Paper

10.

11.

In this CBA, we assess the impact of our proposed changes to our insurance conduct
rules. We provide monetary values for the impacts where we believe it is reasonably
practicable to do so. Where not, we provide a qualitative explanation of their impacts.

The Market

The UK insurance market is large and diverse, covering both retail and commercial lines
and includes a wide range of business models and distribution chains. The prevalence
of long and complex distribution chains, particularly in commercial and wholesale
insurance, means that they can involve insurers, Lloyd's managing agents, managing
general agents (MGAs) and multiple layers of intermediaries.

London has historically been a key centre of insurance activity and the London Market
(and umbrella term for the specialist commercial (re)insurance broking and underwriting
communities in London) has a significant international dimension. A substantial
proportion of business written in the UK is for customers who are not habitually resident
in the UK or for risks located outside the UK. This international activity is an important
source of revenue and competitiveness for the UK insurance sector and is especially
relevant for the proposals relating to the international application of ICOBS and PROD.

Changes to conduct requirements typically have effects across several different types
of firm. The diversity of the market means our proposed changes have the potential

to affect the entire insurance market, including; insurers, Lloyd's managing agents,
MGAs and insurance intermediaries operating within the UK market. Our estimate of
the number total number of firms in the insurance market, and thereby affected by this
proposal, is listed in Table 1. This is based on FCA regulatory data.

Table 1: Regulated insurance firms by type

Firm type Firm numbers
Life Insurers 129
Lloyd's and London Market Intermediaries 343
Lloyd's Managing Agents and London Market (Re) Insurers 204
Personal and Commercial Lines Insurance Intermediaries 3327
Personal and Commercial Lines Insurers 191
Price Comparison websites 11
Total 4,205

Using our Standardised Costs Model (SCM), we separate these firms by size to assess
the differingimpacts of the proposals. Firms are categorised by size based on their
annual fee paid to the FCA. Our estimated numbers by firm size is provided in Table 2.
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Table 2: Regulated insurance firms by size

Firm size Firm numbers
Large 57
Medium 251
Small 3,897
Total 4,205

To note that whilst our proposals on disclosure and advice standards have the potential
to impact the entire insurance sector, in practice, the number of impacted firms will likely
be lower for several reasons:

e Firstly, some firms only conduct business for larger commercial customers or
specialist risks, to which our disclosure and advice rules do not apply. Thereis no
available data from which we could reliably determine which firms deal exclusively
with large/specialist risks. However, our knowledge of the market suggests the
number is likely to be low as most firms deal with a broader range of customers
and products.

« Secondly, some firms do not provide personal recommendations and so will not be
impacted by the changes to our advice rules. There is no available data from which
we could estimate this.

e Thirdly, our proposals to disapply ICOBS and PROD rules for business with non-UK
customers will only impact those firms who conduct such business. We do not have
data on every insurer, managing agent and intermediary who conducts business
for non-UK customers to accurately estimate the exact number of affected firms.
However, we know that international business is predominantly conducted either
through Lloyd's or by other firms operating in the London Market. These firms are
represented by a range of trade associations, such as the International Underwriting
Association (IUA), the Lloyd's Market Association (LMA) and the London &
International Insurance Brokers' Association (LIIBA). We have therefore estimated
the number of impacted firms based on membership of these organisations. Whilst
there could be other UK firms undertaking business with customers outside the
UK, we consider that this provides a reasonable basis for estimating the number of
impacted firms. Based on this, we estimate the changes willimpact 139 underwriters
(either insurers or Lloyd's managing agents) and 166 intermediaries. We do not have
any data which would allow us to categorise these into small, medium and large firms.

e Lastly, the proposal to amend the professional indemnity insurance requirements will
impact all 3,681 insurance intermediaries but will not impact insurers.

Further, not all of our proposals willimpact firms in the same way. The impact will depend
on factors such as whether a firm does business with customers outside the UK, the
extent to which itis affected by the disclosure proposals, and whether it provides
personal recommendations. The proposals may have a significant impact on some firms
whilst others may not be impacted at all. Given the breadth of the UK insurance market
and the role of intermediated distribution and cross-border business, our proposals on
disclosure, advice standards and scope have the potential to affect many firms across
different size categories.
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Problem and rationale for intervention

We have identified instances where aspects of the current regulatory framework

may no longer operate in a proportionate way, given changes in the market and the
development of our wider framework including the Consumer Duty. In some cases,
firms incur regulatory costs that do not deliver commensurate benefits to consumers
or markets. Aspects of the current framework can lead to inefficient outcomes, where
firms undertake compliance activities that do not improve consumer protection.

These inefficiencies can increase firms' operating costs, which may be passed on to
consumers through higher prices or reduced product value. In some cases, they may
also reduce product availability where it becomes commercially unviable to serve certain
customer groups.

There are also instances of regulatory duplication and over-complexity which can deter
entry and product development, limiting the range of products and services available
to consumers. For internationally active firms, duplication between UK and overseas
regulatory requirements may also reduce the attractiveness of the UK as a place to

do business.

We set out more details of the resulting harms below.

Increased compliance costs arising from over-complexity and
duplication

Following feedback from industry from a series of roundtables and in response to
CP25/12, we have identified areas where our rules may lead to duplicative processes
and increased compliance costs for firms. This is because firms must comply with
local regulation as well as the Duty even when the customers they are serving are
outside of the UK.

In addition, we have heard that the complexity and length of disclosure requirements,
and the current default position of information being provided on paper, can increase
firms' operating costs. Over time, these costs may be passed on to customers through
higher prices, although the evidence on the extent to which this happens is limited.

We have also heard from industry that an increased regulatory burden can reduce
access for some customers. This is most likely to arise where specialist providers such
as MGAs may face barriers to develop products for customers not routinely well-served
by providers in the mainstream market (such as those with complex medical conditions
or previous convictions). These firms may have fewer compliance resources compared
to larger firms and may also be dealing with a higher proportion of vulnerable customers.
Firms have told us that this can deter innovation by increasing the cost and risk
associated with developing, launching and marketing new products. These challenges
may act to reduce the overall attractiveness of London as a place to do business,
impacting the growth and competitiveness of the UK economy.
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This evidence suggests that currently the Duty may be applied in a more risk-averse way
than necessary, ultimately leading to disproportionate costs relative to the reductionin
harm. This suggests that there is scope for a more proportionate rebalancing of risk.

The scope of application of the insurance conduct rules in ICOBS and PROD 4 is
currently determined primarily by where activities are carried out, rather than where the
customer or the insured risk is located. This can result in simultaneous application of UK
and overseas conduct requirements to the same international insurance business.

Industry has told us that the vast majority of international insurance business is
conducted through local firms and is subject to local regulation in the relevant
jurisdiction. Data from the London Market Group (LMG) shows that 67% of business
written through the London market (by gross written premium) involves customer
or risks located outside the UK and Ireland. Applying UK conduct rules alongside
these overseas regimes can lead to duplicative regulatory requirements, increasing
complexity, compliance costs and uncertainty without necessarily improving
customer outcomes.

The intended outcomes of these changes are to reduce regulatory duplication and
uncertainty for firms operating internationally. This will address the harms we have
identified by lowering costs and promoting innovation in the industry.

Unnecessary disclosure requirements adding complexity to consumer
decision making

The insurance conduct rules include a range of prescriptive disclosure requirements
intended to address information asymmetries and support informed consumer
decision-making. However, in some cases, both the volume of information required

and the prescriptive way in which it must be provided can reduce the effectiveness of
disclosures and contribute to information overload for consumers. Research conducted
by Which? shows the factors that consumers consider when selecting insurance. The
most significant factors identified were price, whether the cover was ‘comprehensive’
and the excess. Other factors were related to things like the firm's reputation and the
consumer's previous experiences. The changes we are proposing relate to specific
disclosure requirements that are not central to these decision factors. For example,
intermediaries are currently required to provide names of insurers they may place
business with, which results in long lists consumers are unlikely to understand as conflict
of interest information. Firms are also required to include high-level descriptions of the
potential ways employees may be remunerated, which provides limited value without
additional context. Stakeholders have told us that certain disclosure requirements

can add complexity to customer journeys without materially improving customer
understanding or outcomes. This can be exacerbated where firms have limited flexibility
over the format or medium of disclosure, limiting their ability to present information in
ways that reflect how customers engage with insurance in practice. In some instances,
these requirements may increase compliance costs for firms, particularly where
disclosures duplicate information required under other rules.
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Overly complex standards for advised sales

The rules for advised sales are intended to ensure that customers receive suitable
advice and that firms act in customers'interests. However, we have identified that

the current framework includes multiple categories of sale, with slightly different
requirements applying to each. In practice, these distinctions can overlap and add
complexity without clearly improving customer outcomes. Firms have told us that this
complexity can increase compliance costs and regulatory uncertainty, particularly where
similar risks are addressed through multiple, closely related requirements. This can
divert resources away from supporting customers effectively.

Options

In designing our proposals, we considered the 'do nothing' option. However, this was
discounted because it would allow the issues highlighted above to continue unchanged
and would therefore not address the underlying concerns identified.

We also considered whether a regulatory backstop was required which would mean rules
would only be disapplied for UK business where local conduct regulations applied to
protect consumers. We discounted this because we considered it unnecessary and it
would conflict with our aims of reducing burden on firms.

Our proposed intervention

Our proposed intervention is to amend the rules, reducing burden on firms whilst
maintaining appropriate consumer protections. These changes are:

« Disapplying the insurance conduct rules for business with customers outside the UK,
defined as being where the customer's residence and (if applicable) the state of the
risk are not the UK.

« Removing some disclosure requirements relating to the firm and the scope of its
services, which provide limited benefit to consumers.

«  Simplifying the rules on advised sales so that they only apply where a firm is providing
a personal recommendation, and removing different requirements depending on
whether advice involves a fair (and personal) analysis of the market.

« Changing the currency denomination of professional indemnity insurance limits
from euros to Sterling.

The intervention rebalances the application of risk within the Consumer Duty by
clarifying its scope and supporting a more proportionate approach in the insurance
market. This is intended to reduce unnecessary compliance activity and allow firms to
deploy resources more efficiently, while maintaining risks of harm within tolerable limits.
Consistent with a Rebalancing Risk approach, we have considered whether the proposed
changes could cause risks of harm to exceed those limits. We consider this unlikely.
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Figure 1: Causal chain: Regulatory Failure
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Figure 2: Causal chain: Impact of insurance rules simplification package
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The causal chainillustrates how our proposed intervention will address the harm and
drivers of harm. We have set out the key steps that need to happen between our
intervention and the final outcomes for our proposals to be successful.

Disapplying rules to business with customers outside the UK

We propose to amend the application of ICOBS and PROD 4 so that UK insurance
conduct requirements only apply where there is a clear UK connection. For ICOBS, this
would be based on where the customer is habitually resident and if the insured risks are
in the UK. For PROD 4, this would be based on whether products are made available or
distributed to UK customers. For international business outside these circumstances,
the relevant requirement would be disapplied.

Changes to disclosure requirements

We propose to amend or remove selected disclosure requirements where they provide
limited additional benefit to customers in practice, while retaining disclosures that are
important for consumer understanding and consumer protection. We also propose to
introduce greater flexibility in how disclosures are provided allowing electronic disclosure
to be the default where appropriate to the business context, whilst ensuring customers
can request paper or alternative formats where needed.

Changes to standards for advised sales

We propose to rationalise the existing advice framework by simplifying it into two clear
categories: sales involving a personal recommendation and non-advised sales. The
intended outcome is to provide greater clarity for firms and customers about when
advice is being given, while ensuring that sales involving a personal recommendation
continue to be subject to appropriate safeguards and suitability requirements, so that
consumer protections remain in place for those who rely on regulated advice.

Professional indemnity insurance limits for intermediaries

Allinsurance intermediaries are required to hold Pl insurance. The minimum cover
levels are currently denominated in euros. We proposed to amend this so they are
denominated in Sterling. We will maintain the cover levels as they are using a suitable
conversation rate.

Baseline and key assumptions

Our baseline assumes that, in the absence of the proposals, current rules and guidance
continue to apply and the market continues to operate largely as it does now, with all of
the associated harms.
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Key assumptions

The analysis in this chapter is based on a number of key assumptions which are
set out below:

e We estimate the impact of our proposals over a 10-year appraisal period to
acknowledge that costs and benefits continue past the year of implementation.

e Wediscount costs and benefits at 3.5% per year (in accordance with our CBA
guidance) to determine the present value of the stream of costs and benefits
expected in future years.

e Asallinsurers, Lloyd's managing agents and intermediaries affected by our proposals
are subject to our regulation, we have assumed they already have in place the
necessary systems, controls and processes to comply with our rules in ICOBS,
PROD, SYSC, TC and the Consumer Duty.

« Asour proposals will provide firms with greater flexibility on the application of our
rules, we assume that our intervention will not affect the whole population of firms
we identified to the same extent. We do not have any reliable data to identify which
firms will be impacted to a greater or lesser extent.

e Theimpact will be dependent on whether or not firms decide to apply the new rules,
so the benefits will be indirect. The rules are permissive and firms will be able to
continue operating as they are now if that suits their business model. We assume
that firms will only act on the flexibility if they decide it is beneficial to their business.
It is likely firms will need time to review the proposals and determine what, if any
changes, they wish to adopt. Any changes may also be implemented incrementally.
For that reason, we cannot accurately assess how many firms will adopt the changes,
and to what extent.

« Any costs or benefits associated with guidance reflect those assessed under the
original Consumer Duty policy, as the guidance clarifies existing expectations and
does not introduce new obligations. Costs and benefits arising from rule changes are
treated as new, reflecting the removal of existing regulatory obligations.

We have not quantified the potential impacts on competition in detail. Whilst we have
heard that the regulatory burden may currently be having some negative impacts on
competition, itis not practical to quantify what the impact on competition would be
from this proposed deregulation, especially as our proposals are permissive in nature.
We are therefore unable to quantify industry wide benefits.
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Summary of Impacts

The following table details a summary of the costs and benefits we expect firms to incur.
We expect firms to incur one-off direct familiarisation costs of £0.9m in aggregate.

As our proposals are all permissive firms will only incur further indirect costs should they
choose to make changes to their operating models, which we expect they will do only
where it is beneficial following the introduction of these proposals.

If all firms choose to make changes, we estimate they could incur costs of up to £0.6m
for gap analysis. We also estimate firms may incur aggregate indirect I'T costs for
changes to disclosure requirements of up to £2.2m.

We also estimate annual quantified benefits to firms of £36k — £130k per firm should

they take advantage of these proposals. This includes compliance costs savings and

a reduction in the amount of paper documents firms must send out to consumers. In
addition, we consider there will be a range of unquantified benefits.

Although firms would not be required to make any changes, we have estimated (present
value) net direct cost to business in Table 3 below. Due to the permissive nature of

our proposals, any benefits firms realise are indirect and therefore are not included in
this estimate.

Although we have not quantified total benefits, we consider the proposals likely to

be net beneficial to firms, as the one-off direct and indirect costs are expected to be
outweighed by ongoing, recurring savings over time from lower compliance costs. We
therefore include break-even analysis at the end of the costs section toillustrate the
scale of benefits required for the proposals to break even.
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Table 3: Summary table of benefits and costs

G Benefits (£) Costs (£)
roup
affected Iltem description One off Ongoing One off Ongoing
Direct Costs and benefits
Firms Familiarisation costs £0.9m
Indirect Costs and Benefits
Firms Gap Analysis £0.6m
Disapplying ICOBS and PROD for non-UK business
Firms Potential general costs saving £35k-£120k None expected
per firm from
reduced
compliance
costs.
Unquantified
benefitsin
promoting
innovation.
Consumers | Greater Unquantified None expected
innovation and
competition
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G Benefits (£) Costs (£)
roup
affected Iltem description One off Ongoing One off Ongoing
Changes to disclosure requirements
Firms Reduction in amount of information disclosed None expected £1k - £10k per None expected
firm
Firms IT Costs £2.2m
Firms Reductionin paper documents None expected Partially None expected None expected
quantified (per
document
savings only)
Consumers | Reductionin | Unquantified benefits None None expected
amount of fromimproving quality expected
information | and focus of disclosures
disclosed on key information

Changes torules on advised sales

Firms Potential general costs saving Unquantified as likely minimal None expected
savings from firm not having to
comply with current requirements.

Consumers | Greater clarity on scope of services offered Unguantified —minimal if at all

Changes to Pl levels for insurance intermediaries

Firms General costs & benefits Unquantified None expected None expected
as likely minimal
savings

Consumers None expected
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In Table 4 below, we have estimated present value direct costs to business, and the
Equivalent Annual Net Direct Cost to Business (EANDCB).

Table 4: Net direct costs to firms

Total (Present Value)
Net Direct Cost to
Business (10 yrs) EANDCB

Total net direct cost to business
(costs to businesses — benefits to £0.9m £0.1m
businesses)

Benefits

We expect benefits to arise from reduced compliance activity, allowing firms to adopt
a more risk-based approach. The proposals are therefore expected to increase net
benefits by reducing unnecessary costs without a corresponding increase in harm.

Disapplying ICOBS and PROD for non-UK business

Based on available data and our assumptions, we estimate that the proposed changes
could affect approximately:

o 139 underwriters (either insurers or Lloyd's managing agents), and
e 166intermediaries.

Benefits to firms

We expect firms that choose to adopt the revised application of ICOBS and PROD 4
will benefit from reduced compliance costs arising from no longer having to comply
with overlapping UK and overseas conduct requirements for the same international
insurance business. These benefits are expected to be ongoing and primarily indirect,
reflecting a reduction in duplicative compliance processes.

In CP 22/26 we estimated ongoing annual benefits to firms per year from reduced
compliance costs of between £35k and £120k (adjusted for inflation). We use this as an
indicative estimate of benefits firms may realise should they choose to make changes
following our proposals. These figures are based on a limited sample of firms who
responded to a voluntary request for information in 2022. We have not been able to
obtain more recent data. There is a significant difference between the higher and lower
estimates because the impact on firms will depend on how much non-UK business they
undertake. Firms whose business is primarily focused on the UK are likely to receive
significantly less benefit than firms whose business is entirely outside the UK. Itis also
likely that smaller firms will save less than larger firms.
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50. As our proposals are permissive, we are unable to estimate industry wide benefits as
this will depend on how firms react to our proposals and how they adapt their operating
models as a result. However, we estimate any realised benefits by firms will be on the
lower-end of our scale. This is because we understand most impacted firms do both
UK and non-UK business, so they will still need to have the same structures in place for
their UK business as rules will continue to apply as they do now. Only firms doing no UK
business will benefit at the higher level, and our understanding is that is very few firms.

Benefits to consumers

51. Consumer protections will continue to apply where UK conduct rules are reasonably
expected to do so, including for UK residents and UK-based risks. Consumers may
benefit from greater innovation and competition in the insurance market as reduced
compliance burden encourages new entrants into the market. We are unable to
guantify this as it depends on firms' dynamic responses to the proposals and evolving
market conditions.

52. It is possible consumers may benefit from cost savings being passed on to them in lower
prices. However, there is limited available evidence as to whether this will happen and it
is likely to depend on a range of other factors outside our control (such as competitive
dynamics in the local insurance market).

Changes to disclosure requirements and standards for advised sales

53. Based on available data, we estimate that the proposed changes on disclosure
requirements and standards for advised sales have the potential to affect a maximum
number of 4,205 firms.

Benefits to firms

54. We expect firms who adopt the proposed changes to disclosure requirements and
standards for advised sales to benefit from reduced compliance burdens associated
with producing, maintaining and delivering prescriptive or low-value disclosures, as well
as from reduced complexity in categorising and applying advice requirements.

55. These savings are expected to arise from reductions in staff time spent preparing,
reviewing and updating disclosure documents, as well as reduced system and process
costs associated with maintaining prescriptive requirements. These estimates are
based on qualitative evidence and should be seen as indicative.

56. For disclosure requirements, we estimate that firms could realise ongoing cost savings
between £1k and £10k per firm per year, with this range reflecting differences in firm
size, business models and current approaches to disclosure (e.g volume and complexity
of information produced). These figures are based on cost estimates (adjusted for
inflation) provided to us when the rules were introduced. As we are removing the rules,
rather than amending or replacing them with others, we consider this an appropriate
measure of the benefits firms will receive.
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Increased flexibility in the means of disclosure is also expected to generate additional
cost savings from reduced reliance on paper-based communications. We estimate
these savings to be approximately £1.80 — £4.74 per document sent electronically,
depending on volume, although these estimates may vary depending on firms' existing
distribution channels and customer preferences. The broad range reflects differing
costs firms may incur depending on the weight of documents sent, production costs
and the class of delivery service used.

We cannot quantify aggregate savings because there is no available data on the amount
of disclosure documents currently being provided in paper form or on the extent to
which firms are likely to adopt the greater flexibility to provide information digitally.
However, we expect the overall benefit to firms to be most significant where firms
distribute a large volume of customer communications, especially if they currently
provide most of these on paper.

For changes to standards for advised sales, we expect any cost savings to be indirect,
and likely to be modest, arising from reduced compliance complexity where firms no
longer need to apply multiple overlapping advice categories, leading to reduced staff
time spent categorising and evidencing advice processes.

Benefits to consumers

We anticipate that consumers will benefit from clearer, more focused disclosures that
reduce information overload and support better engagement and decision-making.
Greater clarity around advised and non-advised sales is also expected to help customers
better understand the nature of the service they are receiving, without reducing existing
consumer protections. However, we are unable to quantify this as it depends on how
consumers respond to the changes in information provided.

Changes to Pl limits for insurance intermediaries

This change willimpact 3,679 insurance intermediaries. We do not expect the change
to have any material benefits for either firms or consumers because we are maintaining
the levels of Pl cover required. The only change is to the currency denomination of
those levels.

Costs

Direct Costs to firms

Familiarisation costs

To ensure firms are compliant we expect them to familiarise themselves with any
new rules. This costs reflects the transition required by firms to move to a more
proportionate risk position.
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This estimate is based on the overall population of firms potentially in scope of our
proposals comprising 57 large firms, 251 medium firms and 3,897 small firms.

The firm population are used to derive the total cost estimates using our standardised
cost model. This CP contains 23 pages of policy documentation for firms to familiarise
themselves with. We estimate the cost of this based on the length of the consultation
paper and the legal appendix, and how many staff we expect will need to read and
analyse them.

It is estimated a team of 20 compliance staff at large firms, 5 at medium firms, and
2 at small firms will need to read the consultation paper. We have estimated this to be
30 pages long, taking 1.5 hours for each person to read.

The CP also includes 40 pages of legal instrument. A further 4 legal staff at large firms,
2 at medium firms, and 1 at small firms will need to read this, taking each team member
at alarge firm 28 hours to review the document, 21 hours at a medium firm and 7 hours
atasmall firm.

The costs by firm size we expect will be:

o« Large: £2,200
e Medium: £500
e Small: £200

We therefore expect total one-off familiarisation costs to firms of £0.9m. We think this
represents an upper bound estimate, as it assumes that all firms within the relevant
populations undertake a full review of the proposals. In practice, not all firms will incur
the same costs, especially where the proposals are not relevant to their business model
or activities.

Indirect Costs

Gap analysis costs to firms

Due to the permissive nature of these proposals, once firms have familiarised
themselves with them, they can choose to make changes to their operating model. We
expect firms to do so only where doing so supports a more efficient allocation of risk
and resources, resulting in a net benefit over time. Firms who choose to do this may
incur indirect costs associated with these changes.

For these firms we would expect them to perform gap analysis to understand the
difference in current practices against the new rules. We have estimated the cost to
firms of this using our standardised cost model assuming 2 members of a legal or
compliance team at a large firm would conduct the gap analysis, 1.5 at a medium firm
and 1 at a small firm, and it would take 2 days per team member at a large firm to review
50 pages of legal text, 1 day at a medium sized firm and half a day at a small firm.

We therefore estimate total one-off indirect cost to firms for gap analysis of £0.6m.
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Disapplying ICOBS and PROD for non-UK business

Indirect cost to firms

For our proposal on disapplying ICOBS and PROD for non-UK business we do not
expect firms to incur significant one-off or ongoing indirect costs. This is because the
proposals simplify existing requirements rather than introduce new obligations, and
firms are not required to make any changes to adopt the revised scope.

While firms may choose to update internal documentation or systems to reflect the
revised scope, such changes are optional and expected to be limited given that the
proposals simplify, rather than increase, regulatory requirements.

Indirect cost to consumers

We do not consider there will be any costs to customers from this intervention.

Changes to disclosure requirements and standards for advised sales

Indirect cost to firms

The changes to disclosure requirements are permissive so firms are not required to
make changes. However, some may choose to do so if they believe there is benefit

and as a result they may incur one-offindirect IT costs associated with updating
document templates and systems to reflect the standards for advised sales, disclosure
requirements and increased flexibility in the means of disclosure.

We have estimated potential costs to firms using our standardised cost model. We
estimate that the project would be 5 days long for large firms and 2 days long for
medium firms with in-house IT. Across the standard IT project team structure, this leads
to a total of 46 person days in large firms and 8 days in medium firms.

We have assumed that small firms will not need to make changes as they will likely do this
process manually.

For an individual firm, this cost translates to approximately:

e Medium firm—£3,700
e Largefirm-£22,700

This is calculated by taking the daily salary for each of the various staff members
involved in IT changes and multiplying this by the total number of days each member is
involved in the project.

We estimate total one-offindirect IT costs to firms of £2.2m. These are
indicative estimates of costs to firms should they chose to make changes to their
operating model.
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We cannot estimate with certainty how many firms would choose to make changes
in response to our proposals. However, we consider it unlikely that all firms in scope
would do so.

If 50% of firms in scope made these changes, industry-wide IT costs would be around
£1.1m. If 30% of firms made changes, these costs would be around £0.7m.

We do not expect any ongoing costs once these changes are implemented.

Indirect cost to consumers

We do not consider there will be any costs to customers as a result of this intervention.

Changes to Pl limits for insurance intermediaries

Indirect costs to firms

We do not expect firms to incur any indirect one-off or ongoing costs as a result of
converting Pl limits from euros to pounds sterling. The level of required Pl cover remains
unchanged, and the proposal involves only a change in currency denomination.

Indirect cost to consumers

We do not consider there will be any costs to customers as a result of this intervention.

Break-even Analysis

As described above, we do not estimate total benefits to firms, as firms will only realise
benefits if it is net beneficial for them to make changes. Therefore, we have used
break-even analysis to help contextualise the quantified costs presented above, as itis
not practicable to estimate total benefits given the permissive nature of these policies.
This helps to test the proportionality of the proposed changes, by examining the
likelihood that the benefits will be large enough for the policy to be net beneficial.

For the policy to break even against total direct and indirect costs to firms of £3.7m
the proposals would need to generate discounted benefits of at least £3.7 over
the 10-year appraisal period, equivalent to around approximately £0.4m per year in
recurring benefits.

Across approximately 4,000 firms, that implies an average recurring benefit of roughly:

e £100 per firm per year, or

e about £900 per firmin total over 10 years on a present value basis; noting that these
averages do not account for differences in firm size.

This implies that relatively small benefits per firm would be sufficient for the proposals
to be net beneficial, suggesting that even a limited rebalancing of risk and compliance
activity could deliver positive net outcomes.
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Benefits and costs to the FCA

Although we are simplifying rules and reducing the overall level of regulation, we do not
envisage significant impact on staff or material changes to the supervision approach of
the firms concerned.

Wider economic impacts, including on secondary objective

Our proposals will support the growth and competitiveness in the UK insurance market
by affecting 4 of the 7 drivers of productivity as follows:

Proportionate regulation: By amending our rules to remove duplicative processes
and streamlining requirements, our proposals will contribute to making our insurance
rules, along with the cost and effort incurred by firms, more proportionate to the
benefit that firms and consumers derive from them. This will make the UK insurance
market more attractive and will incentivise new entrants to participate.

Trust and reputation: Delivering proportionate regulation that addresses
long-standing concerns, whilst continuing to ensure appropriate consumer
protection, willenhance trust and the reputation of the UK market by investors in
that market.

Innovation: The proposals in this CP will give firms greater flexibility over how they
communicate with customers and how they structure sales processes, including
through simplified rules on advised sales and greater flexibility in the means of
disclosure. By reducing prescriptive and process-driven requirements that do not
materially improve outcomes, the proposals should support innovation in products,
distribution models and customer journeys.

International market: By clarifying and narrowing the application of UK conduct
requirements where customers and insured risks are outside the UK, and where local
regulatory regimes already apply, the proposals will reduce duplicative regulatory
burdens for internationally active firms. This proportionate approach should enhance
the attractiveness of the UK as a hub for international insurance business and
support the participation of foreign and multi-national firms in the UK market.

Risk and Uncertainty

Due to the changes in disclosure requirements, there is a risk that we remove items that
are of benefit to consumers. This could lead to increased consumer harm however we
believe this is unlikely.
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Monitoring and evaluation

We plan to conduct a survey of insurance firms to determine the extent to which
these changes have led to benefits. This is likely to be in early 2028. We will consider
any further actions once we have conducted this survey. In the intervening period
we will monitor the effectiveness of the changes through our regular engagements
with the insurance industry, and through some of the sources referred to in the Rule
Review Framework.

Question 15: Do you agree with our cost benefit analysis? If not, please
explain why and provide supporting data.
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Annex 3

Compatibility statement

Compliance with legal requirements

1. This Annex records the FCA's compliance with a number of legal requirements
applicable to the proposals in this consultation, including an explanation of the FCA's
reasons for concluding that our proposals in this consultation are compatible with
certain requirements under the Financial Services and Markets Act 2000 (FSMA).

2. When consulting on new rules, the FCAis required by section 1381(2)(d) FSMA to
include an explanation of why it believes making the proposed rules (a) is compatible
with its general duty, under section 1B(1) FSMA, so far as reasonably possible, to act
in a way which is compatible with its strategic objective and advances one or more of
its operational objectives, (b) so far as reasonably possible, advances the secondary
international competitiveness and growth objective, under section 1B(4A) FSMA, and
(c) complies with its general duty under section 1B(5)(a) FSMA to have regard to the
regulatory principles in section 3B FSMA. The FCA is also required by s 138K(2) FSMA to
state its opinion on whether the proposed rules will have a significantly different impact
on mutual societies as opposed to other authorised persons.

3. This Annex also sets out the FCA's view of how the proposed rules are compatible with
the duty on the FCA to discharge its general functions (which include rule-making) in a
way which promotes effective competition in the interests of consumers (section 1B(4)).
This duty applies in so far as promoting competition is compatible with advancing the
FCA's consumer protection and/or integrity objectives.

4. In addition, this Annex explains how we have considered the recommendations made by
the Treasury under s 1JA FSMA about aspects of the economic policy of His Majesty's
Government to which we should have regard in connection with our general duties.

5. This Annex includes our assessment of the equality and diversity implications of
these proposals.

The FCA's objectives and regulatory principles: Compatibility
statement

6. We consider these proposals are compatible with our strategic objective of ensuring
that the relevant markets function well by promoting clear and proportionate regulatory
standards which support firms to operate effectively to meet the needs of consumers.
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10.

11.

12.

13.

14.

The proposals are primarily intended to advance the FCA's operational objective

of promoting effective competition in the interests of consumers. We believe that
providing firms with increased flexibility around our rules will allow them to tailor their
approach to their business models and customers' circumstances. Reduced regulatory
burden and costs can also increase the ease with which new entrants can enter

the market.

Our proposals to disapply ICOBS and PROD 4 for international business may also foster
innovation and productivity, as freed up resources can be directed towards improving
product variety and building and creating solutions to better meet customers' needs.
They will also encourage new market entrants.

We consider our proposals advance our consumer protection objective as they secure
an appropriate level of protection for consumers. For example, our proposals on
disclosure requirements are intended to improve consumer understanding by removing
prescriptive disclosures that contribute to information overload, while retaining
disclosures that are important in helping consumers make informed decisions. By
allowing greater flexibility in the way information is provided, including through digital
channels where appropriate, the proposals are intended to support clear, more relevant
communications without weakening existing consumer safeguards.

Our proposals will provide firms with a better regulatory framework, which will enable
them to operate with confidence and certainty. This includes our proposals to
rationalise the advice framework into personal recommendation and non-advised sales,
which will provide clarity for firms and customers about when advice is being given, while
ensuring that appropriate suitability and conduct safeguards continue to apply.

The proposals also support our secondary objective in facilitating competitiveness
and growth. All of our proposals aim to achieve more proportionate regulation, which
have the potential to result in lower costs and reduced burden for firms, making the UK
insurance market more attractive for international firms to operate in.

In preparing the proposals set out in this consultation, we have had regard to the
regulatory principles set out in s 3B FSMA.

The need to use our resources in the most efficient and economic way

The proposals will not lead to material changes in our supervision approach or use
of resources.

The principle that a burden or restriction should be proportionate to
the benefits

Our proposals will result in a more proportionate burden for firms and long-term cost
savings. The estimated costs and benefits of the proposed amendments for both firms
and consumers are outlined in the CBA in Annex 2 of this paper.
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15.

16.

17.

18.

19.

20.

21.

The need to contribute towards achieving compliance by the
Secretary of State with section 1 of the Climate Change Act 2008 (UK
net zero emissions target) and section 5 of the Environment Act 2021
(environmental targets)

In developing this consultation, we have considered the environmental, social and
governance implications of our proposals and our duty under s.1B(5) and 3B(c) of
FSMA 2000 to have regard to contributing towards the Secretary of State achieving
compliance with the net-zero emissions target under section 1 of the Climate Change
Act 2008 and environmental targets under section 5 of the Environment Act 2021.

Our proposals do not have animpact on these targets.

The general principle that consumers should take responsibility for
their decisions

Our proposals do not impact the principle that consumers should take responsibility
for their decisions. They are also intended to support this by reducing the risk of
information overload and helping consumers to engage with key information to make
informed decisions.

The responsibilities of senior management

Our proposed amendments do not alter the responsibilities of senior management.

The desirability of recognising differences in the nature of, and
objectives of, businesses carried on by different persons including
mutual societies and other kinds of business organisation

Our proposals introduce more flexibilities for firms, and as such recognise that different
businesses may benefit from different approaches depending on factors such as size,
customer base, product types, etc.

The desirability of publishing information relating to persons subject
to requirements imposed under FSMA, or requiring them to publish
information

Our proposed amendments do not affect the publication of information.

The principle that we should exercise our functions as transparently as
possible

In developing these proposals, we have acted as transparently as possible, engaging
with industry and trade bodies at early stages, and gathering feedback on the non-UK
business proposals through a public Discussion Paper (DP). We have carefully considered
the responses received.
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22.

23.

24.

25.

26.

27.

28.

In formulating these proposals, we have had regard to the importance of taking action
intended to minimise the extent to which itis possible for a business carried on (i) by an
authorised person or a recognised investment exchange; or (ii) in contravention of the
general prohibition, to be used for a purpose connected with financial crime (as required
by s 1B(5)(b) FSMA).

We do not expect our proposals to have any impact on the extent to which businesses
can be used for a purpose connected with financial crime.

Expected effect on mutual societies

The FCA does not expect the proposals in this paper to have a significantly different
impact on mutual societies. Our proposals will apply to mutual societies in the same way
as they apply to other authorised persons.

Treasury remit letter and recommendations

In the remit letter from the Chancellor of the Exchequer to the FCA on 14 November
2024, the Chancellor urged the FCA to continue its work to support the government's
growth mission. The Chancellor also recommended that the FCA creates a
regulatory environment which facilitates growth by supporting competition and
innovation, and enhances the UK's position as a world-leading global finance hub for
international business.

We have had regard to these recommendations and consider that our proposals support
the government's growth agenda while advancing our objectives and appropriately
protecting consumers.

Our proposal to streamline requirements in the insurance sector aims to achieve
proportionate and effective regulation that enables firms of all sizes to compete and
grow. The reduced regulatory burden may also attract and encourage international
businesses to establish and expand in the UK.

Equality and diversity

We are required under the Equality Act 2010 in exercising our functions to 'have due
regard’ to the need to eliminate discrimination, harassment, victimisation and any
other conduct prohibited by or under the Act, advance equality of opportunity between
persons who share a relevant protected characteristic and those who do not, and

to foster good relations between people who share a protected characteristic and
those who do not.
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29.

As part of this, we ensure the equality and diversity implications of any new policy
proposals are considered. We do not consider our proposals to have any material
equality and diversity implications or impact on any of the groups with protected
characteristics under the Equality Act 2010 or other applicable legislation. We will
continue to consider the equality and diversity implications of the proposals during
the consultation period and will revisit them when making the final rules to ensure our
approach remains appropriate.
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Annex 4

Abbreviations used in this paper

Abbreviation Description

Al Artificial intelligence

CBA Cost benefit analysis

CcpP Consultation paper

DP Discussion Paper

FSMA Financial Services and Markets Act, 2000

GAP Guaranteed Asset Protection

IAIS International Association of Insurance Supervisors
ICOBS Insurance: Conduct of Business sourcebook

IDD Insurance Distribution Directive

IUA International Underwriting Association

IPRU-INV Interim Prudential sourcebook for Investment Businesses
LIIBA London & International Insurance Brokers' Association
LMA Lloyd's Market Association

LMG London Market Group

MCD Mortgage Credit Directive

MGA Managing general agent

Prudential sourcebook for Mortgage and Home Finance Firms, and

MIPRU o

Insurance Intermediaries
PROD Product Intervention and Product Governance sourcebook
Pll Professional indemnity insurance

PRIN Principles of Business Sourcebook
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Abbreviation Description

RAO Regulated Activities Order

RRF Rule review framework

SME Small and medium-sized enterprise

SYSC Senior Manager Arrangements, Systems and Controls sourcebook
TC Training and Competence Sourcebook

TP Temporary Permission [Regime]
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Simplification: Conduct and Product Governance of Non-
Investment Insurance Business, Professional Indemnity
Insurance and other Amendments Instrument 2026

Powers exercised

A. The Financial Conduct Authority (“the FCA”) makes this instrument
in the exercise of the following powers and related provisions of the
Financial Services and Markets Act 2000 (“the Act”):

(1) section 137A (The FCA's general rules);

(2) section 137T (General supplementary powers);
(3) section 138D (Actions for damages); and

(4) section 139A (Power of the FCA to give guidance).

B. The rule-making powers listed above are specified for the purposes
of section 138G (Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on [date].
Amendments to the Handbook

D. The modules of the FCA's Handbook of rules and guidance listed in
column (1) below are amended in accordance with the Annexes to
this instrument listed in column (2) below.

(1) (2)

Glossary of definitions Annex A

Prudential sourcebook for Mortgage and Home Finance | Annex B
Firms, and Insurance Intermediaries (MIPRU)

Interim Prudential sourcebook for Investment Annex C
Businesses (IPRU-INV)

Insurance: Conduct of Business sourcebook (ICOBS) Annex D
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Product Intervention and Product Governance Annex E
sourcebook (PROD)

Supervision manual (SUP) Annex F

Notes

E. In the Annex to this instrument, the notes (indicated by "Note:”
and “Editor’s note:") are included for the convenience of readers but
do not form part of the legislative text.

Citation

F. This instrument may be cited as the Simplification: Conduct and
Product Governance of Non-Investment Insurance Business,
Professional Indemnity Insurance and other Amendments
Instrument 2026.

By order of the Board
[date]
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Annex A

Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through
indicates deleted text.

Amend the following definitions as shown.

durable medium

(4)

(5)

In ICOBS.and._in-relati ife_policiesin-COBS:

(@) In ICOBS and, in relation to life policies, in COBS, the
instrument used must be appropriate in the context of the
business conducted between the insurance distributor and (for
ICOBS) the customer or (for COBS) the client;—and.

(b) the-eustemer{forICOBS)or—<client{for€OBS) In relation to

life policies in COBS, the client must be given the choice
between information on paper and the instrument used, and
must specifically choose the latter medium.

For the purposes of this definition, the provision of information by
means of electronic communications is to be considered appropriate
to the context in which the business between the firm and the client
is, or is to be, carried on if there is evidence that the client has
regular access to the internet. The provision by the client of an e-
mail address for the purposes of the carrying on of that business is
sufficient (for ICOBS, references to client are to customer).

habitual residence

(a)

(b)

if the policyholder is an individual, the address given by the
policyholder as his their residence if it reasonably appears to be a
residential address and there is no evidence to the contrary;

if the policyholder is not an individual or a group of individuals, the
State-inwhich-the polieyholderhas-its policyholder’s place of
establishment, or, if it has more than one, its relevant place of
establishment;

State of the risk
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(d)
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if the insurance relates to a building or to a building and its contents
(so far as the contents are covered by the same petey policy), the
state-ir—which place where the building is situated;

in a case not covered by (a) to (c):

(i) if the policyholder is an individual, the state-in-which-he-has
hishabitualresidenee the policyholder’s habitual residence at

the date when the contract is entered into; and

(ii)  otherwise, the-state-inwhichthe-establishmentef-the
poetieyhelder the policyholder’s place of establishment, to
which the policy relates is situated at that date.
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Annex B

Prudential sourcebook for Mortgage and Home Finance Firms, and
Insurance Intermediaries (MIPRU)

In this Annex, underlining indicates new text and striking through
indicates deleted text.

MIPRU 3 Professional indemnity insurance

MIPRU 3.2 Professional indemnity insurance requirements

Minimum limits of indemnity: insurance intermediary
MIPRU 3.2.7 | R

If the firm is an insurance intermediary, then the minimum /imits of
indemnity per year are:

(1) for a single claim, €1;366;3806 £1,110,000; and
(2) in aggregate, the higher of:
(a) €31924,560 £1,650,000; and

(b) an amount equivalent to 10% of annual income (this amount
being subject to a maximum of £30 million).

[Note: articles 10(4) and 10(5) of the IDD]
MIPRU 3.2.8 | R

If a policy is denominated in any currency other than eures pounds
sterling, a firm must take reasonable steps to ensure that the /imits of
indemnity are, when the policy is effected and at renewal, at least
equivalent to those required.

Minimum limits of indemnity: MCD credit intermediaries

MIPRU 3.2.9B | R

The minimum monetary amount of the professional indemnity insurance
or comparable guarantee is:
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EUR460-0060 £390,000 for each individual claim;
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in aggregate EUR—750-060 £640,000 per calendar year for all
claims.

[Note: article 1 of the Commission Delegated Regulation (EU) No
1125/2014.]

MIPRU TP1 Transitional Provisions

MIPRU TP 1.1

(1) | (2) Material | (3) | (4) (5) (6)
to which Transitional | Transitional | Handbook
the provision provision: provision:
transitional dates in coming into
provision force force
applies
6
7 MIPRU R The [Editor’s [Editor’s note:
3.2.7R(1) amendments | note: insert insert the date
and MIPRU made by the | the date on on which this
3.2.7R(2)(a) [Editor’s which this instrument
note: insert instrument comes into
the title of comes into force]
this force] to
instrument] [Editor’s
to the rule note: insert
listed in the date one
column (2) year after
do not apply | this
in relation to | instrument
professional | comes into
indemnity force]
insurance
policies
commenced,
renewed or
extended
before
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[Editor’s
note: insert
the date on
which this
instrument
comes into
force].

8 MIPRU R The [Editor’s [Editor’s note:
3.2.9BR(1) amendments | note: insert insert the date
and MIPRU made by the | the date on on which this
3.2.9BR(2) [Editor’s which this instrument

note: insert instrument comes into
the title of comes into force]
this force] to
instrument] [Editor’s

to the rule note: insert
listed in the date one
column (2) year after
do not apply | this

in relation to | instrument
professional | comes into
indemnity force]
insurance

policies

commenced,

renewed or

extended

before

[Editor’s

note: insert

the date on

which this

instrument

comes into

force].
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Annex C

Amendments to the Interim Prudential sourcebook for Investment
Businesses (IPRU-INV)

In this Annex, underlining indicates new text and striking through
indicates deleted text.

IPRU-INV 13 Financial Resources Requirements for Personal
Investment Firms

IPRU-INV 13.1 APPLICATION, GENERAL REQUIREMENTS AND
PROFESSIONAL INDEMNITY INSURANCE REQUIREMENTS

Limits of indemnity
IPRU-INV 13.1.10 | R

If the firm is an IDD insurance intermediary, the appropriate minimum
limits of indemnity per year are no lower than:

(1) EUR1L;306,380 £1,110,000 for a single claim against the firm; and
(2) EUYR1L;924;560 £1,650,000 in the aggregate.
[Note: articles 10(4) and 10(5) of the IDD]

IPRU-INV 13.1.15 | R

If a policy is denominated in any currency other than eures pounds
sterling, a firm must take reasonable steps to ensure that the /imits of
indemnity are, when the policy is effected (i.e. agreed) and at renewal, at
least equivalent to those denominated in edures pounds sterling.

IPRU-INV TP1 Table: Transitional provisions applying to
IPRU(INV)

IPRU-INV TP 1

(1) | (2) Material | (3) | (4) (5) (6)
to which Transitional | Transitional | Handbook
the provision provision: provision:
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transitional dates in coming into
applies force force
23
24 | IPRU-INV R The [Editor’s [Editor’s note:

13.1.10R(1) amendments | note: insert insert the date
and IPRU- made by the | the date on on which this
INV [Editor’s which this instrument
13.1.10R(2) note: insert instrument comes into

title of this comes into force]

instrument] | force] to

to the rule [Editor’s

listed in note: insert

column (2) the date one

do not apply | year after

in relation to | this

professional | instrument

indemnity comes into

insurance force]

policies

commenced,

renewed or

extended

before

[Editor’s

note: insert

the date on

which this

instrument

comes into

force].
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Annex D

Amendments to the Insurance: Conduct of Business sourcebook
(ICOBS)

In this Annex, underlining indicates new text and striking through
indicates deleted text.

ICOBS 1 Application

ICOBS 1.1 The general application rule
The general application rule

ICOBS 1.1.1 | R

This sourcebook applies to a firm with respect to the following activities
carried on in relation to a non-investment insurance contract from an
establishment maintained by it, or its appointed representative, in the
United Kingdom:

(1) aninsurance distribution activity;
(2) effecting and carrying out contracts of insurance;

(3) managing the underwriting capacity of a Lloyd's syndicate as a
managing agent at Lloyd's;

(4) communicating or approving a financial promotion;
and activities connected with them.

Modifications to the general application rule
ICOBS 1.1.2 | R

The general application rule is modified in ICOBS 1 Annex 1 according to
the type of firm (Part 1), its activities (Part 2), and its location and the
location of the customer or State of the risk (Part 3).

Guidance
ICOBS 1.1.5| G

TP firms and Gibraltar-based firms are reminded that GEN 2.2 and GEN
2.3 (respectively) set out how the Handbook applies to them. Also, where
amendments are made after IP completion day to existing ICOBS rules
that apply to those firms, those rules as amended (and for the avoidance
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of doubt, where additional rules are required to give effect to those
amendments), continue to apply to TP firms and Gibraltar-based firms,
unless stated otherwise.

ICOBS 1 Annex 1 Application (see ICOBS 1.1.2 R)
ICOBS 1 Annex 1

Part 1: Who?

Modifications to the general application rule according to type of
firm

1 Third party processors

1.2 G e Fhe-disclosurerequired-of the third-party-processor
> E|IISE|BSE the 'de“ﬁ'ET o Eﬁl'e t””.el ’Ea"? ﬁ’eel 5561
paragraph—1-1R{2)abeve: [deleted]

3 Authorised professional firms

3.1 R This sourcebook (except for ICOBS 4.6) does not apply to
an authorised professional firm with respect to its non-
mainstream regulated activities except for:

(4) the UK provisions-which-implementedarticles 1{4);
18192023 ICOBS
2.2.2R (communication to customers and financial
promotions), ICOBS 2.2.2AR (marketing
communications), ICOBS 2.5.-1R (the customer’s
best interests rule), ICOBS 2.6 (Distribution of
connected contracts through exempt persons),
ICOBS 4.1 (Information about the firm, its services
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and remuneration), ICOBS 4.1A (Means of
communicating to customers), ICOBS 4.3
(remuneration disclosure), ICOBS 5.2 (Demands

and needs), {EOBS- 53 3R{Advice-onthebasisef

a-fatranalysis); ICOBS 5.3.4R (Personalised
explanation), ICOBS 6A.1.4R (Ensuring the

customer can make an informed decision) and
ICOBS 6A.3 (Cross-selling)}, except to the extent
that the firm is subject to equivalent rules of its
designated professional body approved by the FCA.

Gibraltar-based-firms—and-FP-firms Expanded territorial scope for

certain firms

7.1

R (1)

In addition to the general application rule in ICOBS
1.1.1R, the provisions in (2) also apply to:

(a) TP firms and Gibraltar-based firms which
carry on business from an establishment in
the United Kingdom; or

(b) () TP firms and Gibraltar-based firms
that provide services from an
establishment outside the United
Kingdom; or

(i) firms operating from an
establishment overseas; and

with a customer who, at the time the
contract of insurance is entered into, is
habitually resident in the United Kingdom
or, if relevant, the State of the risk is in the
United Kingdom.

(2)

The provisions specified for the purposes of (1)
are:
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(a) ICOBS 6.1.7-AG , ICOBS 6.5.1AG and
ICOBS 6A.4 (Travel insurance and medical
conditions) (except for TP firms or Gibraltar-
based firms in (1)(b)(i) where the stateof
therisk State of the risk is an EEA State or
Gibraltar, and to the extent that the EEA
State in question or Gibraltar imposes
measures of like effect); and

7.2 |G Paragraph 7.1R(1) does not apply to contracts of
insurance concluded before [Editor’s note: insert the date
on which this instrument comes into force] (see ICOBS TP

2).

Part 2: What?

Modifications to the general application rule according to type of
firm activity or type of insurance

6 Providing targeted support

6.1 R | A firm providing targeted support in relation to a non-
investment insurance contract must comply with the rules
which would apply to it if it were advisirg giving a personal
recommendation on a non-investment insurance contract.

Part 3: Where?
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Modifications to the general rule of application according to
location

c ) fori busi i m .
Y—intermediaries Business with customers outside the United

Kingdom

2.1

R

This sourcebook does not apply to an+rsurerif a firm where
both:

(1) e " whetl ,
; 1 i ith the customer, at the
time of entering into the contract of insurance, is not
established habitually resident in the United Kingdom;
and

(2) | thecustemerisnot-habituallyresidentinandf
apphicable where relevant, the State of the risk is
outside the United Kingdom.

I

Paragraph 2.1R does not apply to contracts of insurance
concluded before [Editor’s note: insert the date on which this
instrument comes into force] (see ICOBS TP 2).

(@)

The effect of paragraph 2.1R is that where the customer is
habitually resident in the United Kingdom, ICOBS applies
regardless of the location of the State of the risk. It also
applies even if the customer is not habitually resident in the
United Kingdom at the date when the contract is entered
into, if the State of the risk is in the United Kingdom.

I

For the purposes of paragraph 2.1R, in relation to a pure
protection contract, it is sufficient to consider whether the
customer is habitually resident in the United Kingdom at the
date the contract is entered into, as there will be no State of
the risk.
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2.5 G | In determining an individual’s habitual residence a firm may
rely on the address given by the customer as their residence,
if it reasonably appears to be a residential address and there
is no evidence to the contrary. For these purposes an
overseas address connected with military service, diplomatic
service or another Crown service posting may indicate a
temporary absence from the United Kingdom; in which case,
a firm should consider whether, in the circumstances, it
should make further enquiries.

2.6 R | For the purposes of habitual residence, a residential address
in the United Kingdom includes a British Forces Post Office
address.

2.7 G | Where paragraph 2.1R applies, a firm, in line with Principle 6
and Principle 7, should ensure that, in its dealings with the
customer, it is fair, clear and not misleading about the
customer protections that apply to that business.

2.8 G | Where paragraph 2.1R applies, ICOBS does not apply in
relation to that business. This also applies to any firm that is
part of a chain of insurance intermediaries (see ICOBS 1
Annex 1 Part 2, paragraph 4 (Chains of insurance
intermediaries)). The effect of this is that, where paragraph
2.1R applies, ICOBS 2, for example, will not apply to any of
the firms, including intermediaries who are not in contact
with the customer, although Principles 6 and 7, and other
relevant Handbook provisions, will continue to apply as
relevant.

ICOBS 3 Distance communications

ICOBS 3.1 Distance marketing

Exception: voice telephony communications

ICOBS 3.1.14 | R
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(1) In the case of a voice telephony communication, and subject to the
explicit consent of the consumer, only the abbreviated distance
marketing information (ICOBS 3 Annex 3R) needs to be provided
during that communication.

(2) However, unless another exemption applies (such as the exemption
for means of distance communication not enabling disclosure) a firm
must still provide the distance marketing information (ICOBS 3
Annex 2R) in writing-eranether a durable medium availableand
aeeessible to the consumer in accordance with ICOBS 4.1A.2R(2), in
good time before conclusion of any distance contract.

[Note: articles 3(3)(b) and 5(1) of the Distance Marketing Directive]

ICOBS 4 Information about the firm, its services and
remuneration

ICOBS 4.1 General requirements for insurance intermediaries and
insurers

Application: who?

Status disclosure: general information provided by insurance
intermediaries or insurers

[Editor’s note: ICOBS 4.1.2(2)(a) has been moved to ICOBS 4.1.2R(1A)
and amended]

ICOBS 4.1.2 | R

In good time before the conclusion of an initial contract of insurance and,
if necessary, on its amendment or renewal, a firm must provide the
customer with at least the following information:

(1) : : et , b o t the folowi
infermation: its name;
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that it is included in the Financial Services Reqgister (or, if it is not on

(1B)

the Financial Services Register, the reqgister in which it has been
included), its FCA registration number (FRN) and the means for
verifying this;

whether it provides a personal recommendation about the insurance

(1C)

products offered; and

the procedures allowing customers and other interested parties to

(2)

(3)

register complaints about the firm with the firm and the Financial
Ombudsman Service or, if the Financial Ombudsman Service does
not apply, information about the out-of-court complaint and redress
procedures available for the settlement of disputes between the firm
and its customers.

) . " | et ittt
foHlewinginfermation: [deleted]
EEI'E _Iﬁa_sE_ that s ||||slt;15_ieei R E!I ';3 ! '”.ia’ie’g’ 5_& “E,ESI 1Eeg15_te1

()  whetheriti et o octing forand

h(2)-d | he i ationA ot !
iasurance-contract: [deleted]

Status disclosure exemption: introducers

ICOBS 4.1.3 | R
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A firm whose contact with a customer is limited to effecting introductions
(see PERG 5.6) need only provide its identity,address name, its FCA
registration number (FRN) and whether it is a member of the same group
as the firm to which it makes the introduction.

ICOBS 4.1.4 | G

If a firm goes further than putting a customer in contact with another

person {fer-examplebyadvisingthecustomer-enaparticalarpoficy
avaitablefrom-thefrm) the full status disclosure requirements will apply.

Scope of service: insurance intermediaries

ICOBS 4.1.6 | R

wmformation-on—whetherthe firm-: [deleted]

@ e ! ation—on-the_basis-of-a-fair-and
personalanalysis—eor

R I Lobliaat oy

2) feeleted]
ICOBS 4.1.7 | R
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JZEN
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ICOBS 4.1.7A | G

Guidance on using panels to advise on the basis of a fair analysis

ICOBS 4.1.8 | G

PR ; . i = hsic basic ic] .
: ; i o hvcic basi I . I
regutarly- [deleted]
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ICOBS 4.1A Means of communication to customers

Means of communication to customers:non-telephone-sales
ICOBS 4.1A.2 | R

(1) A firm must communicate information to a customer usirgany-of
thefeHowing+ (including at renewal of a policy) using a durable
medium that is appropriate in the context in which the business
between the firm and the customer is carried on.

(@) paperier
by adurablemedivmotherthanpaper—or
(e} bsite—{wi it . rabh et

(2) The firm must communicate the information in (1):

(a) in a clear and accurate manner, comprehensible to the
customer;

(b) i cficiald _ _
ISk : : - in_English or in any other
language agreed by the parties; and

(c) free of charge.
[Note: article 23(1), (2), (4) and (5) of the IDD)
ICOBS 4.1A.2A | G

On renewal of a policy, a firm may continue to use the medium used
when the customer last purchased their policy or may instead use another
medium in ICOBS 4.1A.2R(1), as appropriate.

ICOBS 4.1A.3 | R

Where the information is communicated using a durable medium other

than paper erby-means-ofa-website, the firm must, upon request and

free of charge, also send the customer a paper copy.
[Note: article 23(3) of the IDD]

ICOBS 4.1A.3A | G
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A firm should ensure that a customer can request a paper copy easily and
in @ way that is consistent with its obligations under Principle 6, Principle
7, Principle 12 and PRIN 2A.5.8R (Communication to retail customers).
For example, where a customer purchased a policy through a digital
channel, requiring the customer to request a paper copy through a
different channel, such as by telephone, may not satisfy those obligations.

ICOBS 4.1A.4 | R

consent: [deleted]

ICOBS 4.1A.5 | G

M\ A
OV
O

deleted

2}  Thefolowi I e denei .

& pre-ticked box(suggesting that option-has been selected)

l”"'e"”app.ea's o al "'e'e.p'e'“”l'e“t pl ace IE;"a“ al Frun-ticked

El"e. e“‘ffe”’e.’ e'eeE'I"g to-be “"_e”“ee' by-a-website-without
ICOBS 4.1A.6 | R

: [deleted]

- a¥aVall.
- YV

ICOBS 4.1A.7 | R
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Inthe-case-of telephoneselling: [deleted]

4} thedinf . e Given ] I th the di

@) itpr I lsion_of_t he inf . o

ICOBS 4.2 Additional requirements for protection policies for
insurance intermediaries and insurers

Diselosina-thetimits-oft . ided
ICOBS 4.2.4 | R

ICOBS 4.2.5 | R
Priot Eel the-conelusion f" aR-iitial ee“k'aef. a'l'd f “eel essaryoRits

4

teast: [deleted]
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&) thestatuterystatusdisclosurestatement{see GEAN4);
) I icies-itoffers: I
(e} hatt . i [ i

2y fdeleted}
ICOBS 4.2.6 | G

; g that b e busi

which ld.ees |F|e|t directly a'F'ns!e;é |Qe!|[n!tlgnezl;qnswalneel EGHS'F”F Iss (DSQeqe :l'e! ook

SelveneyH-firms—Ceonditions-GeverningBusiness): [deleted]
ICOBS 4.3 Remuneration disclosure

R L el i it Liapi

ICOBS 4.3.-7 | R
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| dIetedl

Remuneration disclosure: general

ICOBS 4.3.-4 | G

|. .’F - I | - I I. [ EF;;QS Z'Z'ZQ}’ | |I | - | I Il
souree-of theremuneration: [deleted]

ICOBS 4.3.-3 | G

tusion—a-fi ke the disel orthi onF I
such-payment: [deleted]

ICOBS 4.3.-1 | G

Examplesof-the type of paymentsmadeare those formid-term

adjustments—administrationfeesand-cancellationfees: [deleted]
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Fee disclosure: additional requirements

ICOBS 4.3.1 | R

(1) wi e ble—the fi iné . 4
ameunt-ef-thefee: In good time before the conclusion of the
contract of insurance and, if necessary, on its amendment or
renewal, a firm must tell the customer whether, in relation to the
contract, it works on the basis of a fee.

(2) Fheinformationin{1)-mustbegivenr Where a fee is payable, the

firm must inform its customer of the amount of the fee before the
customer incurs liability to pay the fee, or before conclusion of the
contract of insurance, whichever is earlier.

(3) To the extent that it is not possible for an amount to be given, a
firm must give the basis for its calculation.

[Note: articles 19(2) and (5) of the IDD]
ICOBS 4.3.2 | R

The fee disclosure requirement in ICOBS 4.3.1R extends to all such fees
that may be charged during the life of a policy.

[Note: article 19(3) of the IDD]

ICOBS 4.4 Commission disclosure for-commercial-customers
Commission disclosure rule

ICOBS 4.4.1 | R

(1) Aninsurance intermediary must, on a commercial customer’s
request, promptly disclose the commission that it and any associate
receives in connection with a policy.

(2) Disclosure must be in cash terms (estimated, if necessary) and in
writing or another durable medium. To the extent this is not
possible, the firm must give the basis for calculation.

ICOBS 4.4.2 | G

An insurance intermediary should include all forms of remuneration from
any arrangements it may have. This includes arrangements for sharing
profits, for payments relating to the volume of sales, and for payments
from premium finance companies in connection with arranging finance.

General law: agency and fiduciary obligations
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ICOBS 4.4.3 | G

(1)

(2)

Fhe-commission-disclosurerufe-isadditional-te Other than ICOBS
4.4.1R (which requires disclosure of commission on a commercial
customer’s request) ICOBS 4 does not require disclosure of
commission (other than a fee). However, the general law on the
fiduciary obligations of an agent inthatitapphes, whether or not
thefnsurance+intermediary—is an agent of the commereial-customer

customer, may mean that disclosure of commission is required.

In relation to contracts of insurance, the essence of these fiduciary
obligations is generally a duty to account to the agent’s principal.
But where a customer employs an insurance intermediary by way of
business and does not remunerate him them, and where it is usual
for the firm to be remunerated by way of commission paid by the
insurer out of premium payable by the customer, then there is no
duty to account but if the customer asks what the firm's
remuneration is, it must tell ki them.

ICOBS 5 Identifying client needs and advising

ICOBS 5.2 Demands and needs

Demands and needs

ICOBS 5.2.2C | G

ICOBS 5.2.2BR applies whether or not adviee a personal recommendation
is given and in the same way regardless of whether that contract is sold
on its own, in connection with another contract of insurance, or in
connection with other goods or services.

ICOBS 5.3 Advised sales

Personal recommendation

ICOBS 5.3.-1 | G
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For guidance on advising on contracts of insurance under article 53 of the
Reqgulated Activities Order and explanation of what a personal
recommendation is, see PERG 5.8.

Suitability
ICOBS 5.3.1 | R
A firm must take reasonable care to ensure the-suitabiity-eof-itsadvice

that a personal recommendation is suitable for any its customer wheoe-is

entitled-torelyupon-itsjudgement.
ICOBS 5.3.1A | G

Where a firm provides advice a personal recommendation to a customer
in relation to a package which may include several policies, the firm
should ensure the suitability efadviee referred to in ICOBS 5.3.1R in
relation to each policy on which the firm is advising providing the personal
recommendation the-customer.

Suitability guidance for pure protection contracts
ICOBS 5.3.2 | G

(1) In taking reasonable care to ensure the suitability of adviee a
personal recommendation on a pure protection contract a firm
should:

Advice on the basis of a fair analysis

ICOBS 5.3.3 | R
Han+fnrsuranceintermediary-informsa—customer-thatitgives: [deleted]
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ICOBS 6 Product Information

ICOBS 6.3 Pre- and post-contract information: pure protection
contracts

Mid-term changes

ICOBS 6.3.4 | R

ICOBS 6 Annex 2 Policy summary (pure protection contracts and /
or commercial customers)

ICOBS 6 Annex 2

This annex belongs to ICOBS 6.1.7AG and ICOBS 6.4.4R

1. Format

1.1 R (1) A policy summary must be in writing-eranether a

durable medium.
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ICOBS 6B Home insurance and motor insurance pricing

ICOBS 6B.2 Setting renewal prices

Records

ICOBS 6B.2.57 | R

The records compiled by the firm firm in accordance with ICOBS 6B.2.51R

to ICOBS 6B 2 53R must be prowded as—seeﬁ—as—reasenabe—pFaetreabJe
a%tes%atren—m—fé@BS—éB—Z—é@R—ané to the FCA on request

ICOBS TP 2 Other Transitional Provisions

ICOBS TP 2
(1) | (2) Material | (3) | (4) Transitional | (5) (6)
to which provision Transitional | Handbook
the provision: provision:
transitional dates in coming
provision force into force
applies
1.-4 |ICOBS 1 R ICOBS 1 Annex 1 | From [Editor’s
Annex 1 Part Part 1 paragraph | [Editor’s note: insert
1 paragraph 7.1R(1) and note: insert the date on
7.1R(1) and ICOBS 1 Annex 1 | the date on which this
ICOBS 1 Part 3 paragraph | which this instrument
Annex 1 Part 2.1R do not apply | instrument comes into
3 paragraph to contracts of comes into force]
2.1R insurance force] until
concluded before |the relevant
[Editor’s note: contract is
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insert the date on | no longer in
which this force.
instrument comes

into force]

1.-3 | ICOBS 1 R For contracts of From [Editor’s
Annex 1 Part insurance [Editor’s note: insert
1 paragraph concluded before | note: insert the date on
7.1R(1) and [instrument in the date on which this

force date] which this instrument
ICOBS 1 ICOBS 1 Annex 1 | instrument comes into
Annex 1 Part Part 1 paragraph | comes into force]
3 paragraph 7.1R(1) and force] until
2.1R ICOBS 1 Annex 1 | the relevant

Part 3 paragraph | contract is

2.1R continue to no longer in

apply as they force.

applied

immediately

before [Editor’s

note: insert the

date on which

this instrument

comes into

force].

1-2 |ICOBSTP2 |G The effect of From [Editor’s
1.-4R and ICOBS TP 2 1.-4R | [Editor’s note: insert
ICOBS TP 2 and ICOBS TP 2 note: insert the date on
1.-3R 1.-3R is that the date on which this

ICOBS continues | which this instrument
to apply in instrument comes into
relation to such comes into force]
contracts force] until

concluded before | the relevant

[Editor’s note: contract is

insert the date on

no longer in

which this
instrument comes

into force] as if
the amendments
made by [Editor’s
note: insert the
title of this
instrument comes

force.
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into force] had
not been made.

1-1 |ICOBSTP2 |G Firms can access | From [Editor’s
1.-4R and the version of [Editor’s note: insert
ICOBS TP 2 ICOBS 1 Annex 1 | note: insert the date on
1.-3R as it applied the date on which this

immediately which this instrument
before [Editor’s instrument comes into
note: insert the comes into force]
date on which force] until
this instrument the relevant
comes into force] | contract is
using the timeline | no longer in
function on the force.
FCA Handbook
website. Firms
will need to
consider whether
any later changes
to the ICOBS
provisions
referred to in
column 2 apply in
relation to
business with
customers
outside the
United Kingdom.
1
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Annex E
Product Intervention and Product Governance sourcebook (PROD)

In this Annex, underlining indicates new text and striking through
indicates deleted text.

PROD 1 Product Intervention and Product Governance Sourcebook
(PROD)

PROD 1.4 Application of PROD 4

Modification efPROD4-2-and PROD4-3 for overseas non-
investment insurance products

PROD 1.4.11 | R

PROD 4 applies does not apply in relation to an overseas non-investment

insurance product with-thefellewing-meodifications:.
(1)

(2)

PROD 1.4.12 | G
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PROD 1.4.12A | G

For the purposes of PROD 1.4.11R:

(1) where there is a proposed change to the product or its design,
including, for example, where there are changes to its target
market, a firm should consider whether the product is still an
overseas non-investment insurance product and either:

Page 33 of 39



(a) ensure thatitis: or

(b) if not, take steps to ensure compliance with PROD 4

FCA 2026/XX

requirements.

(2) where a product meets the conditions of an overseas non-

investment insurance product, a mid-term change in the customer’s

habitual residence or, where relevant, the State of the risk does not,

of itself, mean that PROD 1.4.11R is no longer met.

PROD 1.4.12B | G

PROD 1.4.11R does not apply in relation to an overseas non-investment

insurance product used to issue a non-investment insurance contract

before [Editor’s note: insert the date on which this instrument comes into

force] (see PROD TP 1).

PROD TP 1 Transitional Provisions

PROD TP 1
(1) | (2) Material | (3) | (4) Transitional | (5) (6)
to which provision Transitional | Handbook
the provision: provision:
transitional dates in coming
provision force into force
applies
1.-3 | PROD R For an overseas From [Editor’s
1.4.11R non-investment [Editor’s note: insert
insurance product | note: insert | the date on
used to issue a the date on which this
non-investment which this instrument
insurance instrument comes into
contract before comes into force]
[Editor’s note: force] until
insert the date on | the relevant
which this contract is

instrument comes

no longer in

into force], PROD

force.

1.4.11R continues

to apply as in
force before
[Editor’s note:
insert the date on
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which this
instrument comes
into force].

1.-2 |PROD TP 1 G The effect of From [Editor’s
1.-3R PROD TP 1 1.-3R | [Editor’s note: insert

is that PROD 4 note: insert the date on
continues to the date on which this
apply in relation which this instrument
to such contracts | instrument comes into
concluded before | comes into force]
[Editor’s note: force] until

insert the date on | the relevant

which this contract is

instrument comes | no longer in

into force] as if force.

the amendments

made by [Editor’s

note: insert the

title of this

instrument] had

not been made.

1-1 |PROD TP 1 G Firms can access | From [Editor’s
1.-3R and the version of [Editor’s note: insert
PROD TP 1 PROD 1.4.11R as | note: insert |the date on
1.-2R it applied the date on which this

immediately which this instrument
before [Editor’s instrument comes into
note: insert the comes into force]

date on which force] until

this instrument the relevant

comes into force] | contract is

using the timeline

no longer in

function on the
FCA Handbook
website. Firms
will need to
consider whether
any later changes
to the PROD
provisions
referred to in
column 2 apply in
relation to
overseas non-

force.
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investment
insurance

products.

1.1
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Annex F
Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text and striking through
indicates deleted text.

SUP 16 Reporting requirements

SUP 16 Annex 18A Retail Mediation Activities Return (‘RMAR’)
SUP 16 Annex 18A | R

This annex consists only of one or more forms. Forms are to be found
through the following address:

[Editor’s note: insert link]

SECTION E: PII Self-Certification

4 Professional Indemnity Insurance Details

A1 J | O K|..

Insurance intermediaries should state their indemnity limits in Eures
Sterling

.| Indemnity Limit ... | Indemnity Limit
(Single) in: (Aggregate) in:
Eures/Sterling/ Eures/Sterling/
Unlimited Unlimited
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SUP 16 Annex 18B Notes for Completion of Retail Mediation
Activities Return (‘RMAR’)

SUP 16 Annex 18B | G

NOTES FOR COMPLETION OF THE RMAR

Section E: Professional indemnity insurance

Guide for completion of individual fields

Part 2

Limit of indemnity You should record here the indemnity
limits on the firm’s PII policy or policies,
both in relation to single claims and in
aggregate.

seleet All limits should be stated in
Pounds Sterling. Select 'Sterling' from
the drop-down list.
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