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1.1

1.2

1.3

Chapter1

Summary

In CP23/19, we consulted on proposed changes to various sourcebooks intended

to replace the provisions of the retained EU law (REUL) listed in paragraph 1.2 of the
consultation, being repealed as part of the Treasury's Smarter Regulatory Framework
(SRF) review (previously called Future Regulatory Framework Review).

In this paper, we summarise the feedback we received on our proposals and our
response.

Commencement date

The changes we consulted on are currently intended to come into force on 5 April 2024
to align with the Treasury's repeal timetable.

Who this affects

This consultation is relevant to all firms involved in insurance activities.

The wider context of this policy statement

Our consultation

The UK fully implemented the Insurance Distribution Directive (IDD) in 2018. Most of this
was done through changes to our rules, but some of the requirements were contained
in EU delegated regulations which were, at the time, directly applicable. These delegated
regulations provide important detailed requirements on firms, which supplement the
obligations from the IDD itself, and are part of retained EU law (REUL) following the UK's
exit from the European Union (EU). These delegated acts include:

o Commission Implementing Regulation (EU) 2017/1469 of 11 August 2017 laying
down a standardised presentation format for the insurance product information
document ('IPID Regulation’)

o Commission Delegated Regulation (EU) 2017/2358 of 21 September 2017,
with regard to product oversight and governance requirements for insurance
undertakings and insurance distributors ('1DD POG Regulation’)

o« Commission Delegated Regulation (EU) 2017/2359 of 21 September 2017, with
regard to information requirements and conduct of business rules applicable to
the distribution of insurance—-based investment products ('IDD IBIPs Regulation’)
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1.4

1.5

1.6

1.7

1.8

1.9

1.10

The Treasury's SRF review includes the repeal of these IDD delegated acts, leaving it to
the FCA to decide whether to include the requirements of the IDD IBIPs Regulation, IDD
POG Regulation and IPID Regulation within our Handbook, or to repeal them.

In September 2023 in CP23/19, we consulted on changes to various sourcebooks
needed to maintain requirements which currently apply to firms, whether directly under
the Insurance Distribution Directive (IDD) delegated acts or where we apply them
through rules and guidance, once the relevant part of REUL is repealed. We intend to
provide continuity of the regulatory regime applying to insurance related activities.

As such, the amendments to the rules and guidance are not intended to change the
regulatory requirements on firms.

We proposed to replace the replicated provisions with rules and guidance. In most cases,
these were straight copies of what was in the 'UK' provisions, into rules and guidance.
Where appropriate, we also made minor amendments to the replicated provisions to
ensure the wording, style and cross-referencing follows Handbook style drafting (HSD).
These changes included:

e Where terms defined within the Handbook Glossary are used in existing related
rules, we proposed to use those defined terms in the new rules and guidance as
well. This is to promote consistency and avoid any potential ambiguity. We also
amended some glossary terms and deleted those that were no longer needed.

« We adjusted some of the language to make it consistent with Handbook style. For
example, the word 'shall’ is generally replaced with the word 'must’.

« Some of the legislative provisions cross-refer to others. For example, some
provisions say ‘As required by Article X.... We proposed to replace these with cross-
references to the relevant rule.

* Insome places we proposed to split legislative provisions into two. We did this
where we considered a part of the provision is more appropriately classified as
guidance rather than a rule. We also added clarificatory guidance where we felt this
would be beneficial.

Our proposals should be read alongside the Treasury's draft statutory instruments.

How it links to our objectives

Our proposals are primarily intended to advance our operational objective of ensuring an
appropriate degree of consumer protection. They are also relevant to our objective to
protect and enhance the integrity of the UK financial system.

We consider these proposals are compatible with our strategic objective of ensuring
that the relevant markets function well because they are intended to maintain
consistency of the regulatory regime. The proposals will ensure consumers continue to
be protected in the way they are currently. Maintaining the regulatory regime as it is now
will also support the integrity of the insurance market.

We consider these proposals are compatible with our secondary international
competitiveness and growth objective. The proposals do not introduce new
requirements on firms, nor remove existing requirements. This provides continuity
of the regulatory regime applying to insurance activities in the UK that will maintain
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1.11

1.12

1.13

1.14

1.15

1.16

a proportionate regulatory regime and ensure stability. The proposed conseqguential
amendments and drafting style edits will ensure clarity and consistency with the wider
Handbook.

What we are changing

We received 13 responses in total to CP23/19. Two of these responses were irrelevant to
the content of our consultation. The remaining 11 respondents broadly agreed with the
proposed changes. A few respondents raised issues which we have clarified in Chapter 3
of this policy statement. However, based on the overall positive feedback, we are making
the instrument, without any material changes from what we consulted on.

We intend these changes to come in force on the same date that Parliament repeals the
REUL.

Outcome we are seeking

Our intentionis to provide continuity of the regulatory regime applying to insurance
related activities. As such, we expect firms to continue to maintain current regulatory
standards.

The Derivation and Changes Table at Annex 4 sets out a rule-by-rule description of
the Retained EU Law derivation of new or amended handbook provisions. It also briefly
explains the changes made to the handbook and sets out which provisions are not
transferred or revoked without restatement.

Measuring success

As part of our ongoing supervision of firms, we will monitor intelligence, feedback, and
complaints to us about how the rules are being implemented, including from consumers.

Next steps

The changes we consulted on will come into force on 5 April 2024.
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2.1

2.2

2.3

2.4

Chapter 2

The wider context

As noted above, the IDD delegated regulations provide important detailed requirements
on firms. Once these parts of the REUL are repealed, these requirements will cease to
apply directly to firms. Our aim is to maintain these requirements by including them as
rules in our Handbook. We want to ensure the regulatory regime remains as it is now. So,
we are neither introducing new requirements nor removing existing requirements. We
consider this approach is the most appropriate way to maintain consumer protection
and regulatory standards.

As confirmed in CP23/19, we are considering whether further, more substantial changes
are required to our rules in order to deliver an appropriate regulatory regime in the
future. Most respondents welcomed this, and a few respondents suggested areas that
we might consider changing. Whilst we have not addressed these issues under this
policy statement, in which we are only making the changes we consulted on, we have
taken note of respondents’ comments.

Equality and diversity considerations

We considered the equality and diversity issues that may arise from the proposals in
CP23/19, and concluded that, overall, we do not consider that the proposals materially
impact any of the groups with protected characteristics under the Equality Act 2010
(and equivalent legislation in the Northern Ireland,). None of the respondents to our
consultation disagreed with our conclusion.

Environmental, social & governance considerations

In CP23/19, we considered the environmental, social and governance implications of our
proposals and our duty under ss. 1B(5) and 3B(c) of FSMA 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 s.

5 of the Environment Act 2021. We concluded that our proposals are not relevant to
contributing to those targets. Respondents did not disagree with our conclusions.
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3.2

3.3

3.4

Chapter 3

Transferring the retained IDD Regulations
into our rules

Our consultation proposed changes to the Handbook glossary as well as to the following
sourcebooks:

e the Senior Management Arrangements, Systems and Controls sourcebook (SYSC)
e the Conduct of Business sourcebook (COBS)

e the Insurance: Conduct of Business sourcebook (ICOBS)

e the Product Intervention and Product Governance Sourcebook (PROD)

In this chapter, we set out the feedback received and our response.

Senior Management Arrangements, Systems and Controls
sourcebook

We proposed the following changes to SYSC 3, 9 and 10:

« replace the provisions of the UK version of Commission Delegated Regulation (EU)
2017/2359 applicable to IBIPs with rules and guidance

« replace references to customers with the existing defined term client.

» replace the undefined term remuneration with the defined term remuneration.

« rely onthe existing glossary term of ‘relevant person’ when setting the
requirements for identifying (and managing) actual or potential conflicts

« other minor consequential changes

We asked:

Q1: Do you agree with our proposed changes to SYSC? If not,
please explain why.

11 respondents broadly agreed with our proposals. A very small number of respondents
raised the following issues:

« Onerespondent questioned (in relation to all sections) whether we should be
referencing the IDD and other European regulations in the 'notes’ under the rules,
as this could confuse readers.

« Onerespondent recommended using the IDD clause 3 of the definition of
‘remuneration’ for SYSC 3.3 and 10.1A, rather than clause 1. They felt that clause
3 is specifically adapted to insurance distribution activity and aligns with PROD and
other parts of our Handbook. They also questioned our proposal in paragraph 3.9
of CP23/19 to use the glossary term ‘client’ from our Handbook as a substitute for
the undefined term customer, in parts of SYSC.
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Our response:

Given the overall support to our proposed rule changes, we are making
the rules and guidance as they were in the consultation without any
changes.

In response to the above comments from respondents:

The notes in the Handbook provide informative, but non-legislative,
material. The notes referring to the IDD regulations are included as a
reference to the original source of the rules/guidance.

We do not consider the definition of ‘remuneration’ as proposed would
lead to any conflict with other parts of our Handbook such as PROD.
We believe the part of the definition of remuneration that would now
be relevant to SYSC 2 and 10.1Ais consistent with the IDD definition of
remuneration as both are non-exhaustive and require firms to consider
any relevant form of remuneration. In the particular context in which it
is being used in these SYSC chapter, it provides a clearer idea of certain
employee level remuneration that firms will need to take into account.

We consider the use of the term ‘client’ instead of ‘customer'is
consistent with the current translation table in SYSC 3.3.3R and
terminology already used in SYSC 10.1. This approach is also
consistent with terminology deriving from MiFID Il and used in COBS,
with which firms would already be familiar.

Conduct of Business sourcebook

3.5 We proposed to replace the Commission Delegated Regulation (EU) 2017/2359 in
relation to IBIPs as currently replicated in COBS Chapters 2.3A, 9A, 10A and 16A, with
rules along with other consequential changes.

We asked:
Q2: Do you agree with our proposed changes to COBS? If not,
please explain why.
3.6 All respondents to this question agreed with these proposals or did not address them.

Our response:

Given the overall agreement from respondents, we will make the rules/
guidance in line with our consultation.
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3.8

3.9

Insurance: Conduct of Business sourcebook

We proposed to replace the provisions within ICOBS replicating the UK version of

IPID Regulation (EU) 2017/1469, with rules and guidance. We split the UK provision at
paragraph 3.8R by adding guidance under ICOBS 6 Annex 3 paragraph 3.8AG, and
reminding firms that the IPID forms a part of the appropriate information about a policy
a firm must give a consumer.

We asked:

Q3: Do you agree with our proposed changes to ICOBS? If not,
please explain why.

Allrespondents broadly agreed with the proposed changes. However, one respondent
requested clarification on whether the new guidance proposed under ICOBS 6 Annex 3
3.8AG meant that an IPID alone might not be sufficient product information to provide
to a consumer. They requested that we consider providing additional guidance that
‘appropriate information’ might include the full policy wording in some cases.

Our response:

Given the overall agreement from respondents, we will make the
proposed changes as consulted on.

As confirmed above and in our consultation, our intention is to replace
the replicated provisions in the REUL with rules and guidance with
minimal changes, without adding or removing current regulatory
requirements on firms.

The guidance to paragraph 3.8R in ICOBS 6 Annex 3 proposed under
paragraph 3.8AG is a reminder of the appropriate information rule in
ICOBS 6.1.5R. We already have rules and guidance in ICOBS 6.1 about the
provision of product information to customers. We expect firms to take
these into consideration when deciding what information to provide to
customers. As such, we do not propose to provide additional guidance on
whether appropriate information could include the full policy wording.

Product Intervention and Product Governance Sourcebook

We proposed to replace PROD 1.4 and PROD 4, which implements the requirements

of IDD and Commission Delegated Regulation (EU) 2017/2359 for insurance product
manufacturers and distributors, with rules and guidance. We also proposed other minor
consequentialamendments.
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We asked:

Q4: Q4: Do you agree with our proposed changes to PROD? If
not, please explain why.

3.10 Allrespondents to this question agreed with the proposed changes or did not address
them.

Our response:

Given the overall agreement from respondents, we will make the rules/
guidance in line with our consultation.

Rights of action

3.11 In the consultation, we clarified that the effect of section 138D of FSMA may enable
persons to bring an action for damages where an authorised firm breaches the rules
unless this right has been disapplied. We confirmed that our proposed changes would
follow the current approach for the relevant areas of the FCA handbook where we
were adding new rules and we are not proposing to change this. We did not receive any
comments on this from respondents, and our position remains unchanged.

10
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Annex 1

Cost benefit analysis

1. In the consultation, we concluded that we do not consider there will be any increase
in ongoing compliance costs to firms above those which exist currently, as the rule
changes we were proposing essentially maintain existing requirements already
applicable to firms. We recognised that firms may incur some one-off costsin
familiarising themselves with the proposed changes. However, we concluded these
would be of minimal significance and proportionate to the outcome we are looking to
achieve.

2. None of the respondents disagreed with our conclusion.

11
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Annex 2

List of respondents

We are obliged to include a list of the names of respondents to our consultation who
have consented to the publication of their name. That list is as follows:

Andrew Carrick of BBPS Ltd (Hedron Network)
ClExpert Ltd

Age Partnership Limited

The APCC

Forester Life Limited

12
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Annex 3

Abbreviations used in this paper

Abbreviation

Description

CBA Cost benefit analysis

COBS Conduct of Business sourcebook

EU European Union

FSMA Financial Services and Markets Act 2000

HMT HM Treasury

HSD Handbook style drafting

IBIP Insurance-based investment product

ICOBS Insurance: Conduct of Business sourcebook

IDD Insurance Distribution Directive

IPID Insurance product information document

MiFID I Markets in Financial Instruments Directive

PROD Product Intervention and Product Governance Sourcebook
REUL Retained EU law

SYSC Senior Management Arrangements, Systems and Controls

sourcebook

13
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Annex 4
Derivation and Changes Table
Policy change/

Handbook style drafting/
other comment

Handbook
Reference

Source of

provision Subject matter

The UK version of Commission Implementing Regulation (EU) 2017/1469 of 11 August 2017 laying down
a standardised presentation format for the insurance product information document, which is part of UK
law by virtue of the EUWA, as amended by the Technical Standards (Insurance Distribution Directive) (EU
Exit) Instrument 2019 (FCA 2019/43):

Article -1 Not transferred Application Not transferred as part of
these changes. ICOBS 1.1.1R
and application for ICOBS 6
Annex 3 already covers this.
Article 1(1) ICOBS 6 Annex 3 Insurance product Transferred to FCA
paragraph 2.4R information document (IPID) | Handbook with handbook
information requirements: style-drafting changes
Name and company logo of
manufacturer
Article 1(2) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 2.5G requirements: Name Handbook with handbook
and company logo of style-drafting changes
manufacturer
Article 2 ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 2.6R requirements: Referenceto | Handbook with handbook
complete pre-contractual style-drafting changes
and contractual information
Article 3 ICOBS 6 Annex 3 IPID information Transferredto FCA
paragraph 3.2R requirements: How must Handbook with handbook
the IPID be presented and style-drafting changes
formatted?
Article 4(1) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.3Rand | requirements: Presentation Handbook with handbook
and order of content style-drafting changes
Article 4(2) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraphs 3.4G requirements: Presentation Handbook with handbook
and 3.4AR and order of content style-drafting changes
Article 4(3) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.5G requirements: Presentation Handbook with handbook
and order of content style-drafting changes

15
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 4(4) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.6R requirements: Presentation Handbook with handbook
and order of content style-drafting changes
Article 4(5) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.7R requirements: Presentation Handbook with handbook
and order of content style-drafting changes
Article 5 ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraphs 3.8R requirements: Plain language | Handbook with handbook
and 3.8AG style-drafting changes
Article 6(1) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.9 requirements: Headingsand | Handbook with handbook
information thereunder style-drafting changes
Article 6(2) ICOBS 6 Annex 3 IPID information Transferred to FCA
paragraph 3.9AR requirements: Headingsand | Handbook with no changes
information thereunder
Article 7(1) ICOBS 6 Annex 3 IPID information Transferredto FCA
paragraph 3.10R requirements: Use of icons Handbook with handbook
style-drafting changes
Article 7(2) ICOBS 6 Annex 3 IPID information Transferred to FCA
3.11R requirements: Use of icons Handbook with handbook
style-drafting changes
Article 7(3) ICOBS 6 Annex 3 IPID information Transferred to FCA
3.12G requirements: Use of icons Handbook with handbook
style-drafting changes
Article 8 Not transferred Entryinto force of the Deleted
Regulation
Annex ICOBS 6 Annex 3 IPID information Transferredto FCA

paragraph 3.13R

requirements: Template
for the standardised
presentation format

Handbook with no changes

The UK version of Commission Delegated Regulation (EU) 2017/2358 of 21 September 2017,
supplementing the IDD of the European Parliament and of the Council with regard to product oversight
and governance requirements for insurance undertakings and insurance distributors, which is part

of UK law by virtue of the EUWA, as amended by The Insurance Distribution (Amendment) (EU Exit)
Regulations 2019 (S 2019/663)

Article 1

Not transferred

Subject

Deleted

Article 2

Not transferred

Scope - application of
regulation

Deleted. Not transferred
as part of these changes as
PROD application followed

16
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 2A Not transferred Definitions Deleted. Existing FCA
glossary terms have been
relied upon and rules cross
references are includedin
particular rules
Article 3(1) PROD 1.4.4R(1) When an intermediary Transferred to FCA
may be considered to be Handbook with handbook
manufacturing style-drafting changes
Article 3(2) PROD 1.4.4R(2) When an intermediary Transferred to FCA
may be considered to be Handbook with handbook
manufacturing style-drafting changes
Article 3(3) PROD 1.4.4R(3) When an intermediary Transferred to FCA
may be considered to be Handbook with handbook
manufacturing style-drafting changes
Article 3(4) PROD 4.2.13R Need for written agreement | Transferred to FCA
where more than one Handbook with handbook
manufacturer style-drafting changes
Article 4(1) PROD 4.2.5R Product approval process Transferred to FCA
Handbook with handbook
style-drafting changes
Article 4(2) PROD 4.2.6R Product approval process — Transferredto FCA
written document Handbook with handbook
style-drafting changes
Article 4(3) PROD 4.2.8R Product approval process — Transferredto FCA
high level outcomes Handbook with handbook
style-drafting changes
Article 4(4) PROD 4.2.9R Internal governance for Transferredto FCA
Product approval process Handbook with handbook
style-drafting changes
Article 4(5) PROD 4.2.11R Product approval process Transferredto FCA
—responsibility when using Handbook with handbook
third parties style-drafting changes
Article 4(6) PROD 4.2.12R Product approval process — Transferred to FCA
review of process Handbook with handbook
style-drafting changes
Article 5(1) PROD 4.2.16R Target market identification Transferredto FCA

Handbook with handbook
style-drafting changes

17
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 5(2) PROD 4.2.17R Target market —identifying Transferred to FCA
customers for whom product | Handbook with handbook
is not compatible style-drafting changes
Article 5(3) PROD 4.2.18R Insurance products Transferredto FCA
compatibility with target Handbook with handbook
market style-drafting changes
Article 5(4) PROD 4.2.10R Target market —knowledge Transferred to FCA
and competence of staff Handbook with handbook
style-drafting changes
Article 5(5) Not transferred Meaning oninsurance-based | Deleted. Reliance on
investment product for existing FCA Handbook
target market Glossary terms
Article 5(6) Not transferred Meaning oninsurance-based | Deleted. Reliance on existing
investment product for FCA Handbook Glossary
target market terms
Article 6(1) PROD 4.2.22R Product testing Transferred to FCA
Handbook with handbook
style-drafting changes
Article 6(2) PROD 4.2.24R Product testing Transferred to FCA
Handbook with handbook
style-drafting changes
Article 7(1) PROD 4.2.35R. Monitoring and review of Transferred to FCA
insurance products Handbook with handbook
style-drafting changes
Article 7(2) PROD 4.2.36R Monitoring and review — Transferred to FCA
intervals for review Handbook with handbook
style-drafting changes
Article 7(3) PROD 4.2.37R Monitoring and review Transferred to FCA
—requirement to take Handbook with handbook
mitigating action style-drafting changes
Article 8(1) PROD 4.2.27R Distribution channels Transferredto FCA
—selecting appropriate Handbook with handbook
channels style-drafting changes
Article 8(2) PROD 4.2.30R Distribution channels - Transferred to FCA
information disclosure to Handbook with handbook

distributors

style-drafting changes

18
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 8(3) PROD 4.2.31R Distribution channels — Transferred to FCA
purpose of information Handbook with handbook
disclosure to distributors style-drafting changes
Article 8(4) PROD 4.2.38R Distribution channels - Transferred to FCA
Monitoring distribution Handbook with handbook
style-drafting changes
Article 8(5) PROD 4.2.39R Distribution channels — Transferred to FCA
remedial action Handbook with handbook
style-drafting changes
Article 9 PROD 4.2.7R Product approval process — Transferred to FCA
record keeping Handbook with handbook
style-drafting changes
Article 10(1) first PROD 4.3.5R Product distribution Transferred to FCA
sub-paragraph arrangements for distributors | Handbook with handbook
style-drafting changes
Article 10(1) PROD 4.3.14R Product distribution Transferred to FCA
second sub- arrangements —written Handbook with handbook
paragraph document style-drafting changes
Article 10(2) PROD 4.3.6R Product distribution Transferred to FCA
arrangements — high level Handbook with handbook
outcomes style-drafting changes
Article 10(3) PROD 4.3.7R Product distribution Transferred to FCA
arrangements — obtaining Handbook with handbook
information from style-drafting changes
manufacturers
Article 10(4) PROD 4.3.8R Product distribution Transferred to FCA
arrangements —alignment of | Handbook with handbook
distribution strategies style-drafting changes
Article 10(5) PROD 4.3.9R Product distribution Transferred to FCA
arrangements —internal Handbook with handbook
governance style-drafting changes
Article 10(6) PROD 4.3.10R Product distribution Transferred to FCA
arrangements —review of Handbook with handbook
distribution arrangements style-drafting changes
Article 11 PROD 4.3.11R Notifying manufacturer Transferredto FCA

and amending distribution
strategy

Handbook with handbook
style-drafting changes

19
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Policy change/

Source of Handbook Handbook style drafting/

provision Reference Subject matter other comment

Article 12 PROD 4.3.13R Product distribution Transferred to FCA
arrangements —record Handbook with handbook
keeping style-drafting changes

Article 12A Not transferred Directive functions Deleted
transferred to the Treasury

Article 12B Not transferred Directive functions for Deleted. FSMA rule making
making technical standards powers relied upon FCA to
regarding the IPID transferred | make changes proposed
to the Financial Conduct here (and any changesin
Authority (FCA). future)

Article 13 Not transferred Entry into force and Deleted

application

The UK version of Commission Delegated Regulation (EU) 2017/2359 of 21 September 2017,
supplementing the IDD of the European Parliament and of the Council with regard to information
requirements and conduct of business rules applicable to the distribution of insurance—based
investment products, whichis part of UK law by virtue of the EUWA, as amended by the Insurance
Distribution (Amendment) (EU Exit) Regulations 2019 (SI 2019/663):

Article 1 Not transferred Scope - application of Deleted. Existing application
regulation of relevant COBS and SYSC
chapters/ sections relied
upon.
Article 2(1) Not transferred Definition of relevant person | Deleted. Already includedin
the FCA Handbook Glossary
Article 2(2) COBS 2.3A9AR(4) | Assessment ofinducements | Transferredto FCA
(a) — definition of inducement Handbook with handbook
style-drafting changes
Article 2(3) COBS 2.3A9AR(4) | Assessment ofinducements | Transferredto FCA
(b) — definition of inducement Handbook with handbook
scheme style-drafting changes
Article 2(4) —(7) Not transferred Definitions Deleted. Already included in
the FCA Handbook Glossary
Article 3(1) SYSC 3.3.6R,SYSC | Identification of conflicts of Transferred to FCA
10.1A.2R(1) and interest Handbook with handbook
10.1A.2R(2) style-drafting changes
Article 3(2) SYSC 3.3.7R and Identification of conflicts of Transferred to FCA

SYSC 10.1A.2R(3)

interest

Handbook with handbook
style-drafting changes

20
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 4(1) SYSC 3.3.10R and Conflicts policy - Transferred to FCA
SYSC 10.1A.3R establishing, implementing Handbook with handbook
and maintaining an effective | style-drafting changes
policy
Article 4(2) SYSC 3.3.11R and Conflicts policy - contents Transferredto FCA
SYSC 10.1A.4R Handbook with handbook
style-drafting changes
Article 5 SYSC 3.3.12R and Conflicts policy —required Transferredto FCA
SYSC 10.1A.5R procedures and measures Handbook with handbook
style-drafting changes
Article 6 SYSC 3.3.14R and Conflicts policy - Disclosure Transferred to FCA
SYSC 10.1A.6R Handbook with handbook
style-drafting changes
Article 7(1) SYSC 3.3.15R and Conflicts policy - Review of Transferredto FCA
SYSC 10.1A.7R policy Handbook with handbook
style-drafting changes
Article 7(2) SYSC 3.3.16R and Conflicts policy - Record Transferred to FCA
SYSC 10.1A.8R keeping Handbook with handbook
style-drafting changes
Article 8 COBS 2.3A9AR Assessment of inducements | Transferredto FCA
—assessment and meaning of | Handbook with handbook
detrimental impact style-drafting changes
Article 9(1) COBS9A.2.4AR(1) | Suitability assessment — Transferred to FCA
determining extent of the Handbook with handbook
information required style-drafting changes
Article 9(2) COBS9A.2.4AR(2) | Suitability assessment — Transferredto FCA
obtaining information from Handbook with handbook
customers style-drafting changes
Article 9(3) COBS 9A.2.7AR Suitability assessment — Transferred to FCA
Obtaining information about | Handbook with handbook
financial situation style-drafting changes
Article 9(4) COBS9A.2.8AR Suitability assessment — Transferredto FCA
Obtaining information about | Handbook with handbook
investment objectives style-drafting changes
Article 9(5) COBS9A.2.13AR Suitability assessment — Transferred to FCA
Insufficient information Handbook with handbook

style-drafting changes
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 9(6) COBS 9A.2.20AR Suitability assessment — Transferred to FCA
Unsuitability Handbook with handbook
style-drafting changes
Article 9(7) COBS9A.2.18AR Suitability assessment Transferred to FCA
— Switching between Handbook with handbook
underlyinginvestment asset | style-drafting changes
Article 10 COBS9A.2.9AR Suitability assessment — Transferred to FCA
Reliability of information Handbook with handbook
style-drafting changes
Article 11 COBS9A.3.1AR Suitability assessment - Transferred to FCA
Explaining the reasons for Handbook with handbook
assessing suitability style-drafting changes
Article 12 COBS9A.2.24G Suitability assessment Transferred to FCA
—Automated or semi- Handbook with handbook
automated systems style-drafting changes
Article 13 COBS9A.2.15AR Suitability assessment Transferred to FCA
—ldentifying the subject Handbook with handbook

of assessment for group
insurance

style-drafting changes

Article 14(1) to (3)

COBS9A.3.3AR

Suitability assessment —
Providing a suitability report

Transferred to FCA
Handbook with handbook
style-drafting changes

Article 14(4) COBS9A.3.10R Suitability assessment — Transferredto FCA
Periodic assessments Handbook with handbook
style-drafting changes
Article 15 COBS 10A.2.3AR Appropriateness assessment | Transferred to FCA
- Assessing a client's Handbook with handbook
knowledge and experience style-drafting changes
Article 16 COBS 10A.4.3R Appropriateness assessment | Transferredto FCA
- non-complex insurance- Handbook with handbook
based investment products style-drafting changes
Article 17(1) COBS 9A.2.6AR Suitability assessment - Transferred to FCA
Obtaining information about | Handbook with handbook

knowledge and experience

style-drafting changes

COBS 10A.2.4AR(1)

Appropriateness assessment
- Obtaining information
about knowledge and
experience
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 17(2) COBS9A.2.11AR Suitability assessment - - Transferred to FCA
Discouraging the provision of | Handbook with handbook
information style-drafting changes
COBS 10A.2.5AR Appropriateness assessment
- Discouraging the provision
of information
Article 17(3) COBS9A.2.4AR(3)  Suitability assessment — Transferred to FCA
information already held by Handbook with handbook
the firm style-drafting changes
COBS 10A.2.4AR(2) | Appropriateness assessment
- information already held by
the firm
Article 17(4) COBS9A.2.12AR Suitability assessment — Transferred to FCA
Reliance on information Handbook with handbook
style-drafting changes
COBS 10A.2.6AR Appropriateness assessment
- Reliance on information
Article 18 COBS 16A.4.2AR Periodic report —contentand | Transferredto FCA
frequency Handbook with handbook
style-drafting changes
Article 19(1) COBS9A 4.3R Suitability assessment - Transferredto FCA
Retention of records Handbook with handbook
style-drafting changes
COBS 10A.7.2AR Appropriateness assessment
- Retention of records
Article 19(2) COBS9A 4.4R Suitability assessment - Transferred to FCA
Record-keeping obligations Handbook with handbook
style-drafting changes
Article 19(3) COBS 10A.7.2AR Appropriateness assessment | Transferred to FCA
- Record-keeping Handbook with handbook
style-drafting changes
Article 19(4) SYSC 3.3.19R and Retention of conflicts records | Transferred to FCA
SYSC9.1.2CR. Handbook with handbook
style-drafting changes
Article 19A Not transferred Directive functions Deleted

transferred to the Treasury
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Policy change/

Source of Handbook Handbook style drafting/
provision Reference Subject matter other comment
Article 20 Not transferred Entry into force and Deleted

application

COMMISSION DELEGATED REGULATION (EU) 2019/1935 of 13 May 2019 amending Directive (EU)
2016/97 of the European Parliament and of the Council with regard to regulatory technical standards
adapting the base euro amounts for professional indemnity insurance and for financial capacity of

insurance and reinsurance intermediaries

Entire text Not transferred Makes amendments to Deleted. Substantive
the Insurance Distribution provisions relating to
Directive ((EU) 2016/97). minimum levels of Pll cover
Adapting the base euro already appear in MIPRU
amounts for professional 3.2.7Rand IPRU-INV 9.2.5R/
indemnity and for financial IPRUINV 13.1.10R".
capacity of insurance and
reinsurance intermediaries.

1 Amended by FCA 21/30 the Insurance Distribution (Professional Indemnity Insurance (Limits of Indemnity)) Instrument 2021
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INSURANCE DISTRIBUTION DIRECTIVE DELEGATED ACTS: SMARTER
REGULATORY FRAMEWORK INSTRUMENT 2023
Powers exercised

A. The Financial Conduct Authority (“the FCA”) makes this instrument in the exercise
of:

(1) the following sections of the Financial Services and Markets Act 2000 (“the
Act”):
(a) section 137A (The FCA’s general rules);
(b) section 137T (General supplementary powers);
(©) section 138D (Actions for damages); and
(d) section 139A (Power of the FCA to give guidance); and

(2) the other powers and related provisions listed in Schedule 4 (Powers
exercised) to the General Provisions of the Handbook.

B. The rule-making powers listed above are specified for the purpose of section 138G(2)
(Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on 5 April 2024.
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).
(D) ®

Glossary of definitions Annex A
Senior Management Arrangements, Systems and Annex B
Controls sourcebook (SYSC)
Conduct of Business sourcebook (COBS) Annex C
Insurance: Conduct of Business sourcebook (ICOBS) Annex D
Product Intervention and Product Governance Annex E
sourcebook (PROD)

Notes

E. In the Annexes to this instrument, the notes (indicated by “Note:” or “Editor’s

Note:”) are included for the convenience of readers but do not form part of the
legislative text.

! The instrument includes material adapted from the European Institutions © European Union, and re-used and
adapted under the terms of the Commission Decision 2011/833/EU.
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Citation

F. This instrument may be cited as the Insurance Distribution Directive Delegated Acts:
Smarter Regulatory Framework Instrument 2023.

By order of the Board
14 December 2023
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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,

unless otherwise stated.

Amend the following definitions as shown.

control

IDD Regulation

IDD POG Regulation

insurance product information
document

IPID information

(1)
(2)  (in SYSC 3. SYSC 8 and SYSC 10):

the- Hk—~version-of Commission Delegated Regulation (EU)
2017/2359 of 21 September 2017, supplementing the /DD of
the European Parliament and of the Council with regard to
information requirements and conduct of business rules
applicable to the distribution of insurance—based investment

productsyrwhiehis-partof- Hktaw-byvirtneof the £LHA.

the- Hk—~version-of Commission Delegated Regulation (EU)
2017/2358 of 21 September 2017, supplementing the /DD of
the European Parliament and of the Council with regard to
product oversight and governance requirements for
insurance undertakings and insurance distributors;-whieh-is

partet-Uhdawby-virtue-of the ELHA.

the standardised presentation format as specified #the DD
HPID Regulationand in ICOBS 6 Annex 3R paragraph+H1R.

(in ICOBS) the £BP information to be included in
the IPID as required by /COBS 6 Annex 3R, paragraph 2.1R.

Delete the following definition. The text is not shown struck through.

IDD IPID Regulation

the UK version of Commission Implementing Regulation
(EU) 2017/1469 of 11 August laying down a standardised
presentation format for the insurance product information
document, which is part of UK law by virtue of the EUWA.
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Annex B

Amendments to the Senior Management Arrangements, Systems and Controls
sourcebook (SYSC)

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

[Editor’s note: Where UK legislation paragraph numbers are struck through in this Annex,
and where these are not replaced by a rule or guidance number, the text is moved one column
to the left as relevant. These column changes are not shown.]

[Editor’s note: The shading shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) and reflected as relevant in the ‘Exiting the European Union: High Level
Standards (Amendments) Instrument’ (FCA 2019/20) for certain provisions in SYSC 3.3,
SYSC 9.1 and SYSC 10.1A below is removed. This change is not shown.]

1 Application and purpose

1 Annex Detailed application of SYSC
1

Part2 | Application of the common platform requirements (SYSC 4 to 10)

What?

2.8A R

(5) | The requirements in article 72 of the MiFID Org Regulation
do not apply to a firm to the extent that artiele 19-efthe DD
Resulation SYSC 9.1.2CR applies to the firm.

(6) | SYSC 1 Annex 1 2.8AR(1A) does not apply to a firm to the

extent that articles 3—F-of the fPPRegutationapply SYSC
10A applies to the firm (see SYSC 1 Annex 1 3.1AG).

Part 3 Tables summarising the application of the common platform
requirements to different types of firm
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3.1A

Table A: Application of the common platform requirements in SYSC 4 to SYSC

10
Provision COLUMN A COLUMN COLUMN COLUMN B
SYSC 9 Application to Bt B Application to
acommon | Application to | Application to | all other firms
platform firm a UCITS a full-scope apart from
other than to a | management | UK AIFM of | insurers, UK
UCITS company an authorised ISPVs,
investment AIF managing
firm agents, the
Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional
exemption
firms and
third country
firms
9260k Rule Rule Rule Rule
SYSC9.1.2CR | applicable to a | applicable to a | applicable to a | applicable to a
firm carrying | firm carrying | firm carrying | firm carrying

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products
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S¥SE Rule Rule Rule Rule
9.1.2DR
Provision COLUMN A COLUMN COLUMN Column B
SYSC 10 Application to o B Application to
acommon | Application to | Application to | all other firms
platform firm a UCITS a full-scope apart from
other than to a | management | UK AIFM of | insurers, UK
UCITS company an authorised ISPV,
investment AIF managing
firm agents, the
Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional
exemption
firms and
third country
firms
SYSC10.1A | BKR Bk R Uk R UK R
Rules Rules Rules Rules
applicable to a | applicable to a | applicable to a | applicable to a
firm carrying | firm carrying | firm carrying | firm carrying

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products

on insurance
distribution in
relation to
insurance-
based
investment
products

Table B: Application of the common platform requirements in SYSC 4 to 10 to
MiFID optional exemption firms and third country firms

Provision

COLUMN A

COLUMN B
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MiFID optional
exemption firms

Third country firms

SYSC 9
SESE912EHK SYSC B HIC
9.1.2CR . .
Applieable Rule Applieable Rule
applicable to a firm applicable to a firm
carrying on insurance carrying on insurance
distribution in relation to | distribution in relation to
insurance-based insurance-based
investment products investment products
. Licpibuti . Licibuti
SYSC 10
SYSC 10.1A HK R VKR
Apphieable Rule Applieable Rule

applicable to a firm
carrying on insurance

distribution in relation to
insurance-based
investment products

applicable to a firm
carrying on insurance

distribution in relation to
insurance-based
investment products

Systems and controls

Additional requirements for insurance distribution

Application
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3.3.1 R SYSC 3.3 applies to an insurer in the course of it carrying on any insurance
distribution activities.

332 G

3.33 R

JARY &
« ’ o
| L Dolici
Lets”
4 i tary” insurance-intermediary
s I .
& = anv-ofthetoHowing:
(a) | a dircctor, partner or equivalent,
or manager of the insirance
. 7 . :
) | aremplovecotthednamrance
. . : : 1
as any other natural person whose
i lacod-at thedi |
and-under the control of the
; o invol ].3]
. L il vities:
and
(c) | anatural person who is direetly
volved in .. A
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(13 l' 2 !! ;'

= = Must

334 G Fhe-effeet of SYSE333R-is-that: [deleted

Identifying conflicts

3.35 R A firm must take all appropriate steps to identify conflicts of interest that
arise between:

(1) the firm, including its managers, employees and appointed
representatives (or where applicable, tied agents), or any person
directly or indirectly linked to them it by control, and a client of
the firm; or

(2) one client of the firm and another client.
[Note: article 28(1) of the IDD]

3.3.6 UK 3h For the purposes of identifying, in accordance with {SYSC 3.3.5R;

R and SYSC 3.3.13R, S¥SEH013Rand S¥SC10-1-8R]insofaras
thoseridesapplyto-the-tsuranee-based-Hrvestment-produets; the

types of conflicts of interest that arise in the course of carrying out
any insuranee-distribution-aetivities insurance distribution

activities related to insurance-based-nvestment-produets policies
and which entail a risk of damage to the interests of a eustomer

client, insurance-intermediaries-and-nsurance-undertakingsshall a

firm must assess whether they it, a relevant-persen relevant person
or any persen person directly or indirectly linked to them it by
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eontrel control, have has an interest in the outcome of the
msurance-distribution-aetivities insurance distribution activities,
which meets the following criteria:

@
1

(@8]
)
2

it is distinct from the eustomer>s client’s or potential
customers client’s interest in the outcome of the insuranee
distribution-activities insurance distribution activities;

it has the potential to influence the outcome of the

distribution-aetivities insurance distribution activities to the
detriment of the eustomer client.

I : ot L Lortakings-shall A firm

must proceed in the same way for the purposes of identifying
conflicts of interest between one eusterer client and another.

Y 3 For the purposes of the assessment pursuantto-paragrapht in
R SESC 3.3 0R. wsuraneettertredinries—and msurancevndertikiigs

shall a firm must take into account, by way of minimum criteria,
the following situations:

(@)
@

(S

LT

the insurance intermediary or insurance undertaking firm, a

relevant-persen relevant person or any perses person
directly or indirectly linked to them it by eentrel control is

likely to make a financial gain, or avoid a financial loss, to
the potential detriment of the eustemer client;

the insurance intermediary or insurance undertaking firm. a

relevant-persen relevant person or any perses person
directly or indirectly linked to them it by eentrel control has

a financial or other incentive to favour the interest of another
eustomer client or group of eustemers clients over the
interest of the eustemer client;

the tasurancettermedtary-ortasuraneewndertakine firm, a
relevant-persen relevant person or any perses person
directly or indirectly linked by eentrel control to an

insuranee-intermediary-or-an-nsurance-undertaking the firm

is substantially involved in the management or development
of insuranee-based-nvestment-produets policies, in
particular where such a persen person has an influence on
the pricing of those preduets policies or their distribution
costs.

[Note: article 3 of the IDD Regulation]

Conflicts policy
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3.3.11

3.3.12

Bk 4
R (I
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For the purposes of £SYSC 3.3.8R; and SYSC 3.3.9R, $¥S€

. . i
. ”].3. y tertaki i] 1] Lt 2
firm must establish, implement and maintain an effective conflicts
of interest policy set out in writing and appropriate to their its size
and organisation and the nature, scale and complexity of their its
business.

Where the tsuranee-tntermediary-ortstraneeandertaking firm

a member of a group, the policy shal must also take into account

any circumstances, of which the insuranee-intermediary-or
insurance-undertaking firm is or should be aware, which may give

rise to a conflict of interest arising as a result of the structure and
business activities of other members of the group.

[Note: article 4(1) of the IDD Regulation]

Contents of policy

Bk 42

R

Bk 3H
R (D
2)

The conflicts of interest policy established required in aceordanee
with-paragraph+-shall SYSC 3.3.10R must include the following

content:

@  with reference to the specific insurance-distribution-aetivities

(1) insurance distribution activities carried out, the
circumstances which constitute or may give rise to a conflict
of interest entailing a risk of damage to the interests of one
or more eustomers clients;

) procedures to be followed and measures to be adopted in
(2) order to manage such conflicts and prevent them from
damaging the interests of the eustemer client.

[Note: article 4(2) of the IDD Regulation]

The procedures and measures referred-to-in-Artiele- 42} b)yshall
required in SYSC 3.3.11R(2) must be appropriate to the size and

activities of the insurance-intermediary-orinsurance-undertaking
firm and of the group to which they it may belong, and to the risk

of damage to the interests of the eustomer client.

The procedures to be followed and measures te-be-adopted-in
accordance-with-Artiele 42)b)shall required in SYSC 3.3.11R(2)

must include, where appropriate, the following:

(a) effective procedures to prevent or control the exchange of
information between relevant-persens relevant persons
engaged in activities involving a risk of conflict of interest
where the exchange of that information may damage the
interests of one or more eustomers clients;
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(b) the separate supervision of relevantpersens relevant persons
whose principal functions involve carrying out activities on

behalf of, or providing services, to eustomers clients whose
interests may conflict, or who otherwise represent different
interests that may conflict, including those of the insuranee

rterttediry- o saraneewhdertalang [l

(c) the removal of any direct link between payments, including
remuneration remuneration, to relevant-persens relevant
persons engaged in one activity and payments, including
remaneration remuneration, to different relevantpersens
relevant persons principally engaged in another activity,
where a conflict of interest may arise in relation to those
activities;

(d) measures to prevent or limit any persesn person from
exercising inappropriate influence over the way in which
insurance-distribution-aetivities insurance distribution

activities are carried out by the insurance-intermediary-or

insurance-undertaldng firm or their its managers or
employees or any persen person directly or indirectly linked

to them it by eentrel control;

(e) measures to prevent or control the simultaneous or
sequential involvement of a relevantpersen relevant person
in separate insurance-distribution-aetivities insurance
distribution activities where such involvement may impair
the proper management of conflicts of interest;

(f)  a gifts and benefits policy which determines clearly under
which conditions gifts and benefits can be accepted or
granted and which steps are to be taken when accepting and
granting gifts and benefits.

52) Where insurance intermediaries and insurance undertakings the
3)

firm can demonstrate that the measures and procedures referred to
in paragraph+ (1) and (2) are not appropriate to ensure that the
insuranee-distributionaetivities insurance distribution activities
are carried out in accordance with the best interest of the eustomer
client and are not biased due to conflicting interests of the

msurance ttermediary firm. the insurance undertaking an

insurance intermediary or another eustemer client, insurance

ntermediariesand-insuranee-undertakingsshall the firm must

adopt adequate alternative measures and procedures for that
purpose.

[Note: article 5 of the IDD Regulation]

Disclosure of conflicts
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3.3.14 Bk eth histraneemterntedinrtes-and-surancetndertakines~hal A firm
R a must avoid over-reliance on disclosure to ensure that disclosure to

eustomers clients-pursuant-tofunder SYSC 3.3.13R}and S¥SE
investment-produets; is a measure of last resort that can be used
only where the effective organisational and administrative
arrangements established by the insuranee-intermediary-or
insuranee-undertaking firm to prevent or manage conflicts of
interest in accordance with fSYSC 3.3.8R; and SYSC 3.3.9R;
rites-apphto-insuratee-busedreestmentproduets are not
sufficient to ensure, with reasonable confidence, that risks of
damage to the interests of the eustomer client will be prevented.

For the purposes of a disclosure of conflicts of interest insuranee

. ias ¥ tertaki hall do-allef 4l
fellewing a firm must:

(a) provide a specific description of the conflict of interest in
question;

eE

(b) explain the general nature and sources of the conflict of
interest;

(c) explain the risks to the eensumer client that arise as a result
of the conflict of interest and the steps undertaken to
mitigate those risks;

(d) clearly state that the organisational and administrative

arrangements established by the insuranee-intermediary-or
insuranee-undertaldng firm to prevent or manage the conflict

of interest are not sufficient to ensure, with reasonable
confidence, that risks of damage to the interests of the
eustomer client will be prevented.

[Note: article 6 of the IDD Regulation]

Review of conflicts policy

3.3.15 Bk #BH  For the purposes of 3:3-8S¥SE33-9R-S¥SCHOA3R-S¥SE
R Ho - R-ard-S¥ESEHFARHrsofarastheseralesapphto
insuranee-based-investmentproduets SYSC 3.3.8R, insuranee
intermediaries-and-insurance-undertakings-shall a firm must assess

and periodically review, on an at least annual basis, the conflicts
of interest policy established in accordance with Artiele 4 SYSC
3.3.10R and take all appropriate measures to address any
deficiencies.

[Note: article 7(1) of the IDD Regulation]
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3.3.16

3.3.18

3.3.19
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Record keeping

bk
R

G

Uk

#2)
(@0)]

I : fiaxi L tortakings-shall A firm

must keep and regularly update a record of the situations in which
a conflict of interest entailing a risk of damage to the interests of a
eustomer client has arisen or, in the case of an ongoing service or
activity may arise.

Sentor management of the insurance intermediary or insurance
undertaking shall reeeive A firm must ensure its senior
management receives on a frequent basis, and at least annually,
written reports on the situations referred to in the-first

sabparagraph (1).

[Note: article 7(2) of the IDD Regulation]

(1)

2

@

COBS 9A.4 and COBS 10A.7 (record keeping and retention
periods for suitability and appropriateness records) reproduee
cerbitt contaln record keeplng requlrements ef—th%}BB

%h&EDD—Regi#&ﬁeﬁ)—"Phey that spemfy 1nf0rmat10n Wthh should
be recorded by firms earrying-oninsurance-distribution in relation

to insurance-based investment products and for how long the
records must be retained.

For the purposes of SYSC 3.3.17R, a firm will need to consider

whether the requirement in article 19-of the IDD Regulation{orin
€OBS9AA43TK-erHOAT2UK COBS 9A.4.3R or COBS

10A.7.2AR for any firm to whom the /DD Regulation docs not

apphy) means that a record needs to be retained for longer than
five years.

The records shall required under COBS 9A.4 and COBS 10A.7

must be retained in a medium that allows the storage of
information in a way accessible for future reference by the ECA

FCA. qlhe—F&Ax—shaH—beﬂab}e%—&eeess—theﬁﬁeadﬂ-y—teﬁeeﬂsmu%e

The FCA must be able to access the records in (1) readily, to
reconstitute each element in a clear and accurate manner and to
identify easily any changes, corrections or other amendments, and
the contents of the records prior to such modifications.

[Note: article 19(4) of the IDD Regulation]
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9 Record-keeping

9.1 General rules on record-keeping

Application to a common platform firm

9.1.-2 G

For a common platform firm:

(1

2

the MiFID Org Regulation applies, as summarised in SYSC 1
Annex 1 3.2G, SYSC 1 Annex 1 3.2-AR and SYSC 1 Annex 1 3.2-
BR; and

the rules and guidance apply as set out in the table below:

Subject Applicable rule or guidance
General requirements SYSC9.1.1AR
Specific requirements for | SYSC 9.1.2AR, S¥SE912DR SYSC
insurance distribution 9.1.2CR
Guidance on record- SYSC 9.1.2BG, SYSC 9.1.4G, SYSC
keeping 9.1.5G, SYSC 9.1.6G, SYSC 9.1.6AG

Specific requirements for the distribution of insurance-based investment products

9.12B G

9.12C UK 194

R

(1)

2)

@

COBS 9A.4 and COBS 10A.7 (record keeping and retention
periods for suitability and appropriateness records) reproduee set

eertain record keeping requirements efthe fDDResulation{and
a4 3 : . ¢ the LD
Regutation)y—They that specify information which should be
recorded by firms carrying on insurance-distribution insurance
distribution activities in relation to insurance-based investment
products and for how long the records must be retained.

For the purposes of SYSC 9.1.2AR, a firm will need to consider

whether the requirement in article19-of the IDD-Regulation(orin
EOBSIAA3TK-er-COBSHOAT2UK COBS 9A.4.3R or COBS

10A.7.2AR feranyfirmto-whomthefDD-Regiiation-doestot

apply) means that a record needs to be retained for longer than
five years.

The records shall required by COBS 9A.4 or COBS 10A.7 must be
retained in a medium that allows the storage of information in a
way accessible for future reference by the Finanetal Conduet
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2) For the purposes of (1), the FCA must be able to access the
records readily, to reconstitute each element in a clear and
accurate manner and to identify easily any changes, corrections or
other amendments, and the contents of the records prior to such
modifications.

[Note: article 19(4) of the /DD Regulation]

9.1.2D R (1) SYSC O 2CUK applics as it it was a rule to firms doing
deleted
10 Conflicts of interest

10.1 Application

Application to insurance intermediaries

10.1.-4 G (1) Subject to SYSC 10.1.-3R, this section applies to a firm carrying
on insurance distribution activities in accordance with the tables
in Part 3 of SYSC 1 Annex 1. Certain rules are disapplied where

the firm is subject to the provisions in thefDD-Regulation SYSC
10.1A (see SYSC 10.1.-3R).

10.1.-3 R The rules and guidance in the table below do not apply to a firm when
carrying on insurance distribution in relation to insurance-based
investment products {see where the rules in SYSC 10.1A for-theprovisions

of the fDD Resulation-on-conthets-efinterest) apply instead.

10.1A  IDDRegulation Insurance-based investment products — Conflicts of interest

Application
10.1A. G TFheIDDRegutation This section applies direetly, in addition to rules in
1 SYSC 10.1, to a firm when carrying on insurance distribution in relation to

insurance-based investment products. Therelevant-articlesrelating to
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confhiets-ofinterestare setoutthis-seetionfor-tnformation-only: Where a

firm carries on other insurance distribution activities in relation to a life

policy or non-investment insurance contract, the requirements in SYSC

10.1 will apply.

Identifying conflicts

10.1A. UK 3@

2

R

(1)

Ehce

For the purposes of identifying, in accordance with FS¥SE3-3-5R;
S¥SE3313R; SYSC 10.1.3R and SYSC 10.1.8R}+n-sefaras
theserules-apply-to-the-insurance-based-investment produets, the

types of conflicts of interest that arise in the course of carrying out
any insurance-distribution-aetivities insurance distribution
activities related to nsuranee-based-investment-produets
insurance-based investment products and which entail a risk of
damage to the interests of a eustomer client, insuranee

itterrediartes-ard-insarapeetdertakinesshal o /i must assess

whether they it, a relevant-persen relevant person or any persesn
person directly or indirectly linked to them it by eentrel control,

have has an interest in the outcome of the insurance-distribution
aetivities insurance distribution activities, which meets the
following criteria:

(a) itis distinct from the eustomer’s-or-potential-customer’s
client’s interest in the outcome of the insuranee-distribution

aetrvties insurance distribution activities;

(b) it has the potential to influence the outcome of the
distribution-aetivities insurance distribution activities to the
detriment of the eustomer client.

hsuranectntermediariesand-suranectndertakinesshalt A firm

must proceed in the same way for the purposes of identifying
conflicts of interest between one eustomer client and another.

For the purposes of the assessment pursuantto-paragrapht in (1),
astrateetitermediartesand-iasurancewadertakinesshal a firm

must take into account, by way of minimum criteria, the following
situations:

(a) the msurance-intermediary-or-nsurance-undertaking firm, a

relevantpersen relevant person or any persen person
directly or indirectly linked to them it by eentrel control is

likely to make a financial gain, or avoid a financial loss, to
the potential detriment of the eustemer client;

(b)Y  the insurance intermediary or insurance undertaking firm. a

relevant-persen relevant person or any perses person
directly or indirectly linked to them it by eentrel control has

a financial or other incentive to favour the interest of another
eustomer client or group of eustemers clients over the
interest of the eustemer client;
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10.1A. Bk 42

4

Conflicts policy

R
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(¢) the insurance intermediary or insurance undertaking firm. a
relevant-persen relevant person or any petrses person
directly or indirectly linked by eentrel control to an

insurance intermediary or an insurance undertaking the firm

is substantially involved in the management or development
of insurance-based-investmentproduets insurance-based
investment products, in particular where such a persen
person has an influence on the pricing of those preduets
policies or their distribution costs.

[Note: article 3 of the IDD Regulation]

(1)

For the purposes of FS¥SE338R-S¥SE339R; SYSC 10.1.3R,
SYSC 10.1.7R and SYSC 10.1.7ARY, in so far as those rules rules

apply to insurance-based-investment-produets insurance-based
investment products, suranceintermediaries-and-insurance

undertakings-shall-be-expeeted-te a firm must establish, implement
and maintain an effective conflicts of interest policy set out in
writing and appropriate to their its size and organisation and the
nature, scale and complexity of their its business.

Where the suraneeiterteditry-orHistenecuhdertakany firm

a member of a group, the policy shall must also take into account
any circumstances, of which the insuranee-intermediary-or
msmﬂaﬂe%&ndeﬂakmg firm is or should be aware, which may give

rise to a conflict of interest arising as a result of the structure and
business activities of other members of the group.

[Note: article 4(1) of the IDD Regulation]

Contents of policy

R

The conflicts of interest policy established required in aceordance

with-paragrapht-shall SYSC 10.1A.3R must include the following
content:

@ with reference to the specific insturanee-distributionaetivities

(1) insurance distribution activities carried out, the
circumstances which constitute or may give rise to a conflict
of interest entailing a risk of damage to the interests of one
or more eustemers clients;

) procedures to be followed and measures to be adopted in
(2) order to manage such conflicts and prevent them from
damaging the interests of the eustomer client.

[Note: article 4(2) of the IDD Regulation]
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The procedures and measures referred-to-in-Article- 42} b)-shal
required in SYSC 10.1A.4R(2) must be appropriate to the size and

activitics of the insurance intermediary or insurance undertaking
firm and of the group to which they it may belong, and to the risk
of damage to the interests of the eustomer client.

The procedures to be followed and measures te-be-adopted-in

accordanee-with-Article- 4 2)(b)-shall required in SYSC
10.1A.4R(2) must include, where appropriate, the following:

(a) effective procedures to prevent or control the exchange of
information between relevant-persens relevant persons
engaged in activities involving a risk of conflict of interest
where the exchange of that information may damage the
interests of one or more eustemers clients;

(b) the separate supervision of relevant-persens relevant persons
whose principal functions involve carrying out activities on
behalf of, or providing services, to eastemers clients whose
interests may conflict, or who otherwise represent different
interests that may conflict, including those of the insuranee

intermediary or insurance undertaking firm;

(c) the removal of any direct link between payments, including
remuneration remuneration, to relevant-persens relevant
persons engaged in one activity and payments, including
remuneration remuneration, to different relevant-persens
relevant persons principally engaged in another activity,
where a conflict of interest may arise in relation to those
activities;

(d) measures to prevent or limit any persen person from
exercising inappropriate influence over the way in which
insurance-distribution-aetivities insurance distribution

activities are carried out by the insuranee-intermediary-or

mnsuranee-undertaking firm or their its managers or
employees or any persen person directly or indirectly linked

to them it by eentrel control,;

(e) measures to prevent or control the simultaneous or
sequential involvement of a relevantpersen relevant person
in separate insurance-distributionaetivities insurance
distribution activities where such involvement may impair
the proper management of conflicts of interest;

(f) a gifts and benefits policy which determines clearly under
which conditions gifts and benefits can be accepted or
granted and which steps are to be taken when accepting and
granting gifts and benefits.
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Where asurancetermedtartesand-insuranceundertakines the

m can demonstrate that the measures and procedures referred to
in pa%&gmph—} (1) and (2) are not appropriate to ensure that the
insurance-distribution-aetivities insurance distribution activities
are carried out in accordance with the best interest of the eustomer
client and are not biased due to conflicting interests of the

insurance intermediary firm. the insurance undertaking an

insurance undertaking or another eustomer client, insuranee

intermediarics and insurance undertakings shall the firm must

adopt adequate alternative measures and procedures for that
purpose.

[Note: article 5 of the IDD Regulation]

Disclosure of conflicts

10.1A. UK 60

6

R

(1)

eE

; . it ' " 0 A firm

must avoid over-reliance on disclosure to ensure that disclosure to

eustomers clientss-purswanttoFS¥SE3-343Rand under SYSC
10.1.8R1, in so far as those rules rules apply to insuranee-based

mvestmentproduets insurance-based investment products, 1s a
measure of last resort that can be used only where the effective
organisational and administrative arrangements established by the
insurance-intermediary-or-insurance-undertaking firm to prevent or
manage conflicts of interest in accordance with S¥SE338R;
S¥SE3I39R, SYSC 10.1.3R, SYSC 10.1.7R; and SYSC 10.1.7AR%,
in so far as those reles rules apply to insuranee-based-investment
produets insurance-based investment products are not sufficient to
ensure, with reasonable confidence, that risks of damage to the
interests of the eustemer client will be prevented.

For the purposes of a disclosure of conflicts of interest insuranee

: Liasi iy tertaki hall do-all of &
foHewing a firm must:

(a) provide a specific description of the conflict of interest in
question;

(b) explain the general nature and sources of the conflict of
interest;

(c) explain the risks to the eensumer client that arise as a result
of the conflict of interest and the steps undertaken to
mitigate those risks;

(d) clearly state that the organisational and administrative

arrangements established by the nsuranee-intermediary-or
insuranece-undertaking firm to prevent or manage the conflict

of interest are not sufficient to ensure, with reasonable
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confidence, that risks of damage to the interests of the
eustomer client will be prevented.

[Note: article 6 of the IDD Regulation]

Review of conflicts policy

For the purposes of (SESE338RS¥SE33-9R; SYSC 10.1.3R,
SYSC 10.1.7R and SYSC 10.1.7AR}Hinse-far-as-theserules-apply
to insurance-bascd investment products, insurance intermediarics
and-insurance-undertakings-shal a firm must assess and

periodically review, on an at least annual basis, the conflicts of
interest policy established in accordance with Astiele-4 SYSC
10.1A.3R and take all appropriate measures to address any
deficiencies.

[Note: article 7(1) of the IDD Regulation]

Insurance intermediarics and insurance undertakings shall A firm

must keep and regularly update a record of the situations in which
a conflict of interest entailing a risk of damage to the interests of a
eustomer client has arisen or, in the case of an ongoing service or
activity may arise.

undertaking shall reeetve A firm must ensure its senior

management receives on a frequent basis, and at least annually,
written reports on the situations referred to in the-first

subparagraph (1).

[Note: article 7(2) of the IDD Regulation]

Record keeping requirements
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Annex C

Amendments to the Conduct of Business sourcebook (COBS)

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

[Editor’s note: Where UK legislation paragraph numbers are struck through in this Annex,
and where these are not replaced by a rule or guidance number, the text is moved one column
to the left as relevant. These column changes are not shown.]

[Editor’s note: The shading shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) and reflected as relevant in the ‘Exiting the European Union: Business
Standards (Amendments) Instrument’ (FCA 2019/23) for certain provisions in COBS 2.3A,
COBS 9A, COBS 10A and COBS 16A below is removed. This change is not shown.]

1.3

1.3.1

1.3.2

1.3.3

Application

Insurance distribution

Referenecesin COBS+to-the 1bBRegulation [deleted]

G
4 Distributi ] ) (EU-Exit) Reguat
20197 [deleted]
G SORte-eases—H chook-apphiesprovistons—o
to firms as it those provisions were rules. [deleted)
R &
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investment-and-struetired
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“ R Lifepoliey

= e Insurer

[13 2" k@&s{

1.3.4 G

referenees- [deleted]

Interpretation — “in good time”

1.3.5 G (1 Certain provisions in this sourcebook which-tmplemented DD

require firms to provide clients with information “in good time”-
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T | | .. o i ool whicl )
i i i =4 tme”, for example, COBS

6.1ZA.19AR.

(2) In determining what constitutes the provision of information “in
good time”, a firm should take into account, having regard to the
urgency of the situation, the client’s need for sufficient time to
read and understand the information before taking an investment
decision.

3) A client is likely to require more time to review information
given on a complex or unfamiliar product or service, or a
product or service a client has no experience with, than a client
considering a simpler or more familiar product or service, or
where the client has relevant prior experience.

2 Conduct of business obligations

2.3A Inducements relating to MiFID, equivalent third country or optional
exemption business and insurance-based investment products

Rules on inducements

2.3A.6 R (1) COBS 2.3A.5R does not apply to:
(a) afee, commission or non-monetary benefit which:

(i) is designed to enhance the quality of the relevant
service to the client (see COBS 2.3A.8R and, also for
an insurance-based investment product, €68S
23A9A UK COBS 2.3A.9AR); and

Additional requirements for the assessment of inducements: insurance-based
investment products
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An inducement or inducement scheme shall-be-considered-to will
have a detrimental impact on the quality of the relevant service to
the eustemer client where it is of such a nature and scale that it
provides an incentive to carry out insurance-distribution-aetivities
insurance distribution activities in a way that is not in
compliance with the obligation to act honestly, fairly and
professionally in accordance with the best interests of the
customer client.

For the purposes of assessing whether an inducement or
inducement scheme has a detrimental impact on the quality of
the relevant service to the eustemer client, nsuranee
Hertediartes-ardinsuraneetdertakanasshal an inswrance
intermediary or an insurer must perform an overall analysis
taking into account all relevant factors which may increase or
decrease the risk of detrimental impact on the quality of the
relevant service to the eustemer client, and any organisational
measures taken by the msmﬂaﬂe%m{eﬂﬁeehaﬁ—er—mwaﬂee
undertaking firm carrying out distributionaetivities insurance

distribution activities to prevent the risk of detrimental impact.

They-shetos cular—consider thefollowing criteria:

A firm must, in particular, consider the following criteria:

(a) whether the inducement or inducement scheme could

provide an incentive to the insuranee-intermediary-or
insurance-undertaking firm to offer or recommend a
particular msufaﬂe%pfedaet insurance-based investment
product or a particular service to the eustemer client
despite the fact that the nsuranee-intermediary-or-insurance
wndertaking firm would be able to offer a different
insuranee-produet insurance-based investment product or
service which would better meet the eustomer’s client’s
needs;

(b) whether the inducement or inducement scheme is solely or
predominantly based on quantitative commercial criteria or
whether it takes into account appropriate qualitative
criteria, reflecting compliance with applicable regulations
legal requirements, the quality of services provided to
customers clients and eustemer client satisfaction;

(c) the value of the inducement paid or received in relation to
the value of the preduet insurance-based investment
product and the services provided;

(d) whether the inducement is entirely or mainly paid at the
moment of the conclusion of the isuranee-eontraet policy
or extends over the whole term of that contract;
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the existence of an appropriate mechanism for reclaiming
the inducement in case the preduet insurance-based
investment product lapses or is surrendered at an early
stage or in case the interests of the eastomer client have
been harmed;

the existence of any form of variable or contingent
threshold or any other kind of value accelerator which is
unlocked by attaining a target based on volume or value of
sales.

For the purposes of (1) to (3):

(a)

(b)

‘inducement’ means any fee, commission, or any non-
monetary benefit provided by or to sueh an ntermediary-or
wndertaking insurance intermediary or insurer in
connection with the distribution of an insuranee-based
investmentproduet insurance-based investment product, to
or by any party except the eustemer client involved in the
transaction in question or a persesn person acting on behalf
of that eustemer client;

‘inducement scheme’ means a set of rules governing the
payment of inducements, including the conditions under
which the inducements are paid.

[Note: articles 2(2), 2(3) and 8 of the /DD Regulation]

OBS23A QALK annhi . ,l ; o cola
apphy- [deleted]

Information about the firm, its services and remuneration

Information about the firm and compensation information (MiFID and
insurance distribution provisions)

Information about a firm and its services: insurance distribution

R

A firm carrying on insurance distribution activities must provide a retail
client with the following general information, if relevant:

(6)

(a)

a description, which may be provided in summary form, of
(as applicable) the conflicts of interest policy,-S¥S€E
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330Kk A(apphedby-S¥SE333R) or the policy required
by article-4H-ofthe IDDRegitation SYSC 3.3.10R (for

insurers) or SYSC 10.1A.3R (for insurance intermediaries
in relation to insurance-based investment products); and

Suitability (MiFID and insurance-based investment products provisions)

Application and purpose

apphy [deleted]

Assessing suitability: the obligations

Assessing the extent of the information required: insurance-based investment
products

9A24A Bk 9H For the purposes of providing adviee a personal

R (@8] recommendation on an insuranee-basedinvestmentproduet

insurance-based investment product in accordance with fCOBS
9A.2.1R and COBS 9A .2.16R}, insurance-intermediaries-or

insurance-undertakings-shall a firm must determine the extent
of the information to be collected from the eustorereor
petential-eustomer client in light of all the features of the advice

to be provided to the eustomeror-potential-eustomer client.

Without prejudice to the fact that, in accordance with fCOBS
9A.2.3AR, COBS 9A.3.2R and COBS 9A.3.2ARY, any eentraet
insurance-based investment product proposed shall must be
consistent with the eastemer’s client’s demands and needs,

insuranee-intermediaries-or-insurance-undertakings-shal a firm
must obtain from eustomers-orpotential-customers the client

such information as is necessary for them the firm to understand

the essential facts about the eustomer-or-potential-eustomer

client and to have a reasonable basis for determining that their

its persenalrecommendation personal recommendation to the

B§
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customer-or-potential-eustomer client satisfies all of the

following criteria:

(a) it meets the eustomer’s-orpotential eustomer’s client s
investment objectives, including that person’s risk
tolerance;

(b) it meets the eustomer’s-or-potential-customer>s client s
financial situation, including that person’s ability to bear
losses;

(c) itis such that the eustomer-orpeotential-customer client

has the necessary knowledge and experience in the
investment field relevant to the specific type of preduet
insurance-based investment product or service.

173}  Where information required for the purposes of fCOBS

3) 9A.2.1R; and COBS 9A.2.16R-E€OBSHOA 2 Rand COBS
10A-2:2R1 has already been obtained pursuant to fCOBS
9A.2.3AR, COBS 9A.3.2R and COBS 9A.3.2ARY, insurance
intermediaries-and-insurance-undertakings-shall a firm must not
request # information it already has anew from the eustomer
client.

[Note: articles 9(1) and (2) and 17(3) of the IDD Regulation]

Obtaining information about knowledge and experience: insurance-based
investment products

9A2.6A YK +HH  For the purposes of fCOBS 9A.2.1R; and COBS 9A.2.16R;
R €OBSHOA2 R -and-COBS1OA22R1 in relation to an

insurance-based investment product, the necessary information
to be obtained by insurance-intermediariesand-insurance
undertakings a firm with regard to the eustomer>s-orpotential
eustomer>s client’s knowledge and experience in the relevant
investment field shall must include, where relevant, the
following, to the extent appropriate to the nature of the
eustomer client, and the nature and type of preduet insurance-
based investment product or service offered or demanded,
including their complexity and the risks involved:

@ the types of service, transaction, insurance-based

(1) investmentproduet insurance-based investment product
or finanetal-nstrument financial instrument with which

the eustomer-orpotential-eustomer client is familiar;

the nature, number, value and frequency of the

)
(2) eustomer’s-orpotential eustomer>s client’s transactions in
insuranee-based-nvestment produets insurance-based
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investment products or financial-instruments financial
instruments and the period over which they have been
carried out;

te) the level of education, and profession or relevant former

(3) profession of the eustomer-or-peotential-customer client.

[Note: article 17(1) of the /DD Regulation]

Obtaining information about a client’s financial situation: insurance-based
investment products

9A27A UK 93)

R

@

2

Fhe In relation to an insurance-based investment product, the
information regarding the e&s{emer—&er—pe%enﬂal—e&s%emer—s
client’s financial situation, including that person’s ability to
bear losses, shall must include, where relevant, information on
the source and extent of the eustomer’s-orpotential-customer’s
client’s regular income, assets, including liquid assets,
investments and real property and the regular financial

commitments. Fhelevel ofinformationgathered-shall-be

approprite-to-thespeetficbepeolproductorservice ey
considered:

The level of information gathered must be appropriate to the
specific type of insurance-based investment product or service
being considered.

[Note: article 9(3) of the IDD Regulation]

Obtaining information about a client’s investment objectives: insurance-based
investment products

9A28A UK 94

R

(@)

TFhe In relation to an insurance-based investment product, the
information regarding the e&stemer—s—er—pefeeﬂ&al—eas{emer—s
client’s investment objectives, including that person’s risk
tolerance, shall must include, where relevant, information on
the length of time for which the eustormer-erpeotential-customer
client wishes to hold the investment, that person’s preferences
regarding risk taking, the risk profile, and the purposes of the

investment. Fhelevel-efinformationgathered shall-be

appropriate-to-the-speetfie- type-of productorservice being
considered:

The level of information gathered must be appropriate to the
specific type of insurance-based investment product or service
being considered.
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[Note: article 9(4) of the IDD Regulation]

Reliability of information: insurance-based investment products

A 29 Bl 40D hsusnnecintermedinrtes-and-nsaratecundertakites~hal In

R

relation to an insurance-based investment product, a firm must
take reasonable steps to ensure that the information collected

about eustomers-and-potential-eustomers the client for the
purposes of the assessment of suitability is reliable. Sueh-steps

shal-trelade but-shallnot-be limitedtothe foHowing:

The steps in (1) must include, but not be limited to. the
following:

(a) ensuring that eustomers—are the client is aware of the
importance of providing accurate and up-to-date
information;

(b) ensuring that all tools, such as risk assessment profiling
tools or tools to assess a eustemer>s client’s knowledge
and experience, employed in the suitability assessment
process are fit-for-purpose and are appropriately designed
for use with their-eustomers its clients, with any
limitations identified and actively mitigated through the
suitability assessment process;

(c) ensuring that questions used in the process are likely to be
understood by the eustemers client and to capture an
accurate reflection of the eustomer>s client’s objectives
and needs and the information necessary to undertake the
suitability assessment;

(d) taking steps, as appropriate, to ensure the consistency of
eustomer client information, such as considering whether
there are obvious inaccuracies in the information
provided by the eustemer client.

[Note: article 10 of the IDD Regulation)

Discouraging the provision of information: insurance-based investment products

UK 1@
R

hol : ; . ertaking-shall In

relation to insurance-based investment products, a firm must

not discourage a eustormer-or-peotential-customer client from
providing information required for the purposes of fCOBS

9A.2.1R; and COBS 9A.2.16R-COBS1OA2 1R and-COBS
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[Note: article 17(2) of the /DD Regulation]

Reliance on information: insurance-based investment products

9A2.12 Uk 1H4)  Theinsuranceintermediary-orinsurance-undertakingshall-be
A R entitledto For the purposes of assessing suitability in relation to

an insurance-based investment product, a firm may rely on the
information provided by its eustomers-or-potential-customers
clients unless it is aware or ought to be aware that the
information is manifestly out of date, inaccurate or incomplete.

[Note: article 17(4) of the IDD Regulation]

Insufficient information: insurance-based investment products

9A2.13 Bk 95 Where the-tnsuranece-intermediary-orthstranceundertaking a
A R firm does not obtain the information required under fCOBS

Bl 9A.2.1R and COBS 9A.2.16R}, the-insuranece-intermediary-or

insurance-undertaking shall the firm must not provide adviee a
personal recommendation on insurance-based-vestment

preduets insurance-based investment products to the eustomer

or potential customer c¢lient.
[Note: article 9(5) of the IDD Regulation]

Identifying the subject of a suitability assessment: insurance-based investment
products

9A2.15 Bk 13() Withregard to group insurance the-insurance-ntermediary-or

A R insurance-undertaking shall a firm must establish and
implement a policy as to who shall will be subject to the

suitability assessment #-ease where an isuranee-contraet
insurance-based investment product is concluded on behalf of a

group of members and each individual member cannot take an

individual decision to join. Sﬁeh—a—pel-}eyshal-l—a{se—eeﬂ%am

(2) The policy established under (1) must also contain rules on how
that assessment will be done in practice, including from whom
information about knowledge and experience, financial
situation and investment objectives will be collected.
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3 The insurance intermediary or insurance undertaking shall A
firm must record the policy established pursuant-to-thefirst
paragraph under (1).

[Note: article 13 of the IDD Regulation]

Switching: insurance-based investment products

9A.2.18 Bk 9 When providing adviee a personal recommendation in relation

A R to an insurance-based investment product that involves
switching between underlying investment assets, insturanee
thterediartesand-nsaraneetndertdengs—shat o /irm st
also collect the necessary information on the eustomer’s client’s
existing underlying investment assets and the recommended
new investment assets and shall must undertake an analysis of
the expected costs and benefits of the switch, such that theyare
it is reasonably able to demonstrate that the benefits of
switching are expected to be greater than the costs.

[Note: article 9(7) of the IDD Regulation]

Unsuitability: insurance-based investment products

9A220 Bk %% When providing adviee a personal recommendation on an
A R insuranece-based-investment produet insurance-based

investment product in accordance with fCOBS 9A.2.1R and

COBS 9A.2.16R}, aninsuranee-tntermediary-or-Hsuranee
undertakingshal a firm must not make a recommendation

where none of the preduets insurance-based investment

products are suitable for the eustomer-orpotential-eustomer

client.

[Note: article 9(6) of the IDD Regulation]

Automated or semi-automated systems: insurance-based investment products

9A224 HVK The-mnsurance-ntermediary s-or-nsurance-undertaking’s For

G the avoidance of doubt, a firm s responsibility to perform the

suitability assessment in accordance with fCOBS 9A.2.1R and
COBS 9A.2.16R}shall is not be reduced due-to-thefaet-that
adviee where a personal recommendation on insuranee-based
investment-produets insurance-based investment products is
provided in whole or in part through an automated or semi-
automated system.
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[Note: article 12 of the IDD Regulation]

9A.3 Information to be provided to the client

Explaining the reasons for assessing suitability: insurance-based investment
products

9ASZ A B H (D) hsusnnecintermedinries-and-insuratecundertakitgs~hal A

R

2)

firm must not create any ambiguity or confusion about their its
responsibilities in the process of assessing the suitability of
insuranee-basedinvestmentproduets insurance-based
investment products in accordance with fCOBS 9A.2.1R and
COBS 9A 2. 16R|. Insurance intermediarics and insurance
undertakinesshalHntormeustomers—elearly-and-simplythat

| : . eabilib i bled .
the customer’™s bestinterest.

A firm must inform the client, clearly and simply, that the
reason for assessing suitability is to enable it to act in the
client’s best interest.

[Note: article 11 of the IDD Regulation]

Providing a suitability report: insurance-based investment products

9A33A BK MO

R

(@8]

When providing adviee a personal recommendation on the
suitability of an insurance-basedinvestmentproduet insurance-
based investment product in accordance with fCOBS 9A.2.1R
and COBS 9A.2.16R}, insurance-intermediaries-and-insurance
undertakings-shall a firm must provide a statement to the
eustomer client (suitability statement) that includes the
following:

(a) an outline of the adviee personal recommendation given;

(b) information on how the recommendation provided is
suitable for the eustomer client, in particular how it
meets:

(1) the eustomer’s client’s investment objectives,
including that person’s risk tolerance;

(i)  the eustemer’s client’s financial situation,
including that person’s ability to bear losses;

(ii1))  the eustemers client’s knowledge and experience.
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; . fiasi y tertaki hall A
2) firm must draw eustemers” the client’s attention to, and shal

must include in the suitability statement, information on
whether the any recommended insuranee-based-investment
produets-are insurance-based investment product is likely to
require the eustemer client to seek a periodic review of their

arrangements.
634 Where sreisurancettermediary-or-isuraneetndertiking o
3) firm has informed the eustomer client that it will carry out a

periodic assessment of suitability, the subsequent statements
after the initial service is established may be limited to changes
in the services or underlying investment assets, and/or the
circumstances of the eustemer client without repeating all the
details contained in the first statement.

[Note: article 14(1) to (3) of the IDD Regulation]

Periodic assessments: insurance-based investment products

9AZ 10 B Hieh hsuemeentermediariesand-suraneevndertkings A firm
R @) providing a periodic assessment of suitability shall must

review, in accordance with the best interests of their eustomers
its client, the suitability of the recommended insurance-based

ivestment-produets insurance-based investment products at
least annually. The-frequeney-ofthis-assessmentshall-be
increased depending on the characteristics of the customer,
such-as-the risk-toleranceand the nature-of the recommended

2) The frequency of a periodic assessment must be increased
depending on the characteristics of the client, such as the risk
tolerance, and the nature of the recommended insurance-based
investment product.

[Note: article 14(4) of the IDD Regulation]

9A.4 Record keeping and retention periods for suitability records

Retention of records: insurance-based investment products

9A.4.3 Bk 19  Without prejudice to the application of RegulatienEHH
R @ 2016/679-ot the EuropeanParhamentand-ofthe Counetl the
General data protection regulation, msuranee-ntermediaries
and-insurance-undertakingsshall a firm must maintain records
of the assessment of suitability er-apprepriateness in relation to
insurance-based investment products undertaken in accordance
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with fCOBS 9A.2.1R; and COBS 9A.2. 16R—€QBS—}9A—2—1—R

2) The records maintained under (1) must include the information
obtained from the client and any documents agreed with the
client, including documents that set out the rights of the parties
and the other terms on which the firm will provide services to
the client.

3 The records must be retained for at least the duration of the
relationship between the firm and the client.

[Note: article 19(1) of the /DD Regulation]

Record-keeping obligations for the assessment of suitability: insurance-based
investment products

9A4.4 VK 192 Inthe case of an assessment of suitability undertaken in

R accordance with fCOBS 9A.2.1R and COBS 9A.2.16R} in
relation to insurance-based investment products, the record
shall-further maintained under COBS 9A.4.3R must include the

following:
@ the result of the suitability assessment;
@9)]

the recommendation made to the eustemer client and the
statement provided in accordance with Artiele +H(H-of

this Regulation COBS 9A.3.3AR;

any changes made by the insurance-intermediary-or

insuranee-undertalane firm with regard to the suitability
assessment, in particular any change to the eustomer>s

client’s risk tolerance;

B

LT

any changes to the underlying investment assets.

&
“

[Note: article 19(2) of the /DD Regulation]

10A Appropriateness (for non-advised services) (MiFID and insurance-based
investment products provisions)
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Application

(13 2

R t Ll : : 13 29 : : 3 .2
.
1 a¥a 2 3 13 " a fala)

Assessing appropriateness: the obligations

Assessing a client’s knowledge and experience: insurance-based investment
product

B B Without prejudice to the fact that, in accordance with fEOBS

R 9A23AR, COBS OAR 2R and COBS VA I ZART COBS
7.3.4R, any eentraet insurance-based investment product
proposed shal must be consistent with the eastomer>s client’s
demands and needs, insurance-intermediaries-or-insuranee
undertakingsshall a firm must determine whether the eustomer
client has the necessary knowledge and experience in order to
understand the risks involved in relation to the service or
produet insurance-based investment product proposed or
demanded when assessing whether an insurance service or
produet insurance-based investment product distributed in
accordance with fCOBS 10A.2.1R and COBS 10A.2.2R} is
appropriate for the eustomer client.

[Note: article 15 of the IDD Regulation]

Information regarding a client’s knowledge and experience: insurance-based
investment products

Bk 14D  For the purposes of fEOBSIA2AR-COBSIA2I6R; COBS
R (@8] 10A.2.1R and COBS 10A.2.2R} in relation to insurance-based

investment products, the necessary information to be obtained

by insuranece-intermediariesandinsurance-undertakings a firm
with regard to the eustomer’s-orpotential-customer’s client’s

knowledge and experience in the relevant investment field shal
must include, where relevant, the following, to the extent
appropriate to the nature of the eustemer client, and the nature
and type of preduet insurance-based investment product or
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service offered or demanded, including their complexity and
the risks involved:

(a) the types of service, transaction, insuranee-based

ivestment-produet insurance-based investment product
or finanetal-nstrament financial instrument with which

the eustomer-orpotential-eustomer client is familiar;

(b) the nature, number, value and frequency of the

customer-s-or-potential eustomer’s client’s transactions in

insuranece-basedinvestmentproduets insurance-based
investment products or finanetalinstraments financial

instruments and the period over which they have been
carried out;

(c) the level of education, and profession or relevant former

profession of the eustomer-orpotential-customer client.

+73)  Where information required for the purposes of fEGBS
2) IA2AR-ECOBSIA216R; COBS 10A.2.1R and COBS

10A.2.2R} has already been obtained pursuanttoFEOBS
9A23AR _COBSIA3 2R and COBSIA32AR] for the
purposes of COBS 7.3.4R, insuranceintermediariesand

insuranee-undertakings-shall a firm must not request #

information it already has anew from the eustemer client.

[Note: article 17(1) and (3) of the IDD Regulation]

Discouraging the provision of information: insurance-based investment

products
10A25 Bk 142 Fheinsuranecintermediary-orinsuranceundertakine shall In
A R relation to an insurance-based investment product, a firm must

not discourage a eustormer-or-peotential-customer client from
providing information required for the purposes of €GBS

IA2ARECOBSIA2I6R; COBS 10A.2.1R and COBS
10A.2.2R}.

[Note: article 17(2) of the IDD Regulation]

Reliance on information: insurance-based investment products

10A.2.6 Bk 144  Theinsuranceintermediary-orinsurance-undertaking shall-be

A R entitled-to In relation to an insurance-based investment product,
a firm may rely on the information provided by #s-eustomers-or

petential-customers the client unless it is aware or ought to be
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aware that the information is manifestly out of date, inaccurate
or incomplete.

[Note: article 17(4) of the IDD Regulation]

10A 4 Assessing appropriateness: when it need not be done due to type of

investment

Other non-complex insurance-based investment products

10A43 Bk 16 An insurance-based-investmentproduet-shall insurance-based

R investment product may be considered as non-complex for the

purposes of fCOBS 10A.4.1R} where it satisfies all of the
following criteria:

()

(1)
)
)

LT

S

te)
(5)

it includes a contractually guaranteed minimum maturity
value which is at least the amount paid by the eustomer
client after deduction of legitimate costs;

it does not incorporate a clause, condition or trigger that

allows the insurance undertaking to materially alter the
nature, risk, or pay-out profile of the insurance-based

investment-produet insurance-based investment product;

it provides options to surrender or otherwise realise the

insuranece-basedinvestmentproduet insurance-based

investment product at a value that is available to the
customer client;

it does not include any explicit or implicit charges which
have the effect that, even though there are technically
options to surrender or otherwise realise the isuranee-
based-investment-produet insurance-based investment
product, doing so may cause unreasonable detriment to
the eustomer client because the charges are
disproportionate to the cost to the insurance undertaking;

it does not in any other way incorporate a structure which
makes it difficult for the eustemer client to understand the
risks involved.

[Note: article 16 of the /DD Regulation]

10A.7 Record keeping and retention periods for appropriateness records
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Record keeping: insurance-based investment products

VK 19  Without prejudice to the application of Regwlation(EHH

R

(1)

4)

2016/679 of the European Parliament and of the Council the
General data protection regulation, asuraneeintermediaries

and-surance-undertakings-shall a firm must maintain records
of the assessment of suitability-er appropriateness undertaken in

accordance with FEOBS9A2AR-COBSIA2I6R; COBS
10A.2.1R and COBS 10A.2.2R} in relation to an insurance-

based mvestment product Therecordsshallinclude the

The records maintained under (1) must include the information
obtained from the client and any documents agreed with the
client, including documents that set out the rights of the parties
and the other terms on which the firm will provide services to
the client.

The records in (1) must be retained for at least the duration of
the relationship between the firm and the client.

Ind : : . tertaken
The record shal-further in (1) must also include the following:

(a) the result of the appropriateness assessment;

(b) any warning given to the eustomer client where the
insuranee-based-nvestment produet insurance-based
investment product was assessed as potentially
inappropriate for the eastomer client, whether the
eustemer client asked to proceed with concluding the
eentraet policy despite the warning and, where applicable,
whether the insuranee-intermediary-orinsurance
undertaking firm accepted the eustomer’s client s request
to proceed with concluding the eentraet policy;

(c) any warning given to the eustomer client where the
eustomer client did not provide sufficient information to

enable the nsurance-ntermediary-orinsurance
undertaking firm to assess the appropriateness of the
insuranee-based-nvestment produet insurance-based

investment product, whether the eastemer client asked to
proceed with concluding the eentraet policy despite the
warning and, where applicable, whether the insuranee
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intermediary-or-insurance-undertaldng firm accepted the
eustomer>s client’s request to proceed with concluding
the eentraet policy.

[Note: article 19(1) and (3) of the IDD Regulation]

Reporting information to clients (MiFID and insurance-based investment
products provisions)

Application

Periodic reporting

Provision by a firm and contents: insurance-based investment products

Bk B Without prejudice to fCOBS 13.1.2R, COBS 13.3.2R, COBS

R 14.2.11R, COBS 14.2.5R, COBS 14.2.7R, COBS 16.6.3R, COBS
16.6.3AR and COBS 20.4.7R, and COBS 13 Annexes 1 and 24,
the insurance intermediary or insurance undertaking shall in
relation to an insurance-based investment product, a firm must
provide the eustemer client with a periodic report, on a durable
mediam durable medium, of the services provided to and
transactions undertaken on behalf of the eustemer client.

182y The periodic report required under paragraph+shal (1) must

2) provide a fair and balanced review of the services provided to
and transactions undertaken on behalf of that eustomer client
during the reporting period and shall must include, where
relevant, the total costs associated with these services and
transactions, and the value of each underlying investment asset.

183> The periodic report required under paragraph—+shall (1) must be
3) provided at least annually.

[Note: article 18 of the /DD Regulation]
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Sch 1 Record keeping requirements
Sch13 G
Handbook Subject of Contents of When Retention
reference record record record period
must be
made
COBS Suitability | Client From date | For
IA43UK (insurance- | information for | of whichever
COBS based suitability suitability | is the
9A.4.3R investment | report - details | report longer of 5
products) in €0BS years or the
9A43UK duration of
COBS9A.4.3R the
and €8BS relationship
A4 with the
COBS 9A.4.4R client
€OBS Appropriate | Records of Date of For
FOATF2AUK | ness appropriateness | assessment | whichever
COBS (insurance- | assessments is the
10A.7.2AR based including the longer of 5
investment | results of such years or the
products) assessments and duration of
any warnings the
given to clients relationship
- details in with the
COBS client
FOAT2A
COBS
10A.7.2AR
€OBS Periodic A copy of a From date | Atleast 5
F6A42UK statements | periodic of despatch | years
COBS (insurance- | statement sent | to client
16A.4.2AR based to a client
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investment
products)
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Amendments to the Insurance: Conduct of Business sourcebook (ICOBS)

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

[Editor’s note: Where UK legislation paragraph numbers are struck through in this Annex,
and where these are not replaced by a rule or guidance number, the text is moved one column

to the left as relevant. These column changes are not shown.]

6 Annex
3R

Product Information

Providing product information by way of a standardised insurance
information document:

This annex belongs to I[COBS 6.1.10AR.

1 Effeetof provistons-marked—HI [deleted]

1R @

(13

13

2

(15

2

13

99

(13

(13

What information needs to be contained in the [PID?
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[\
9
>

(o)

Firms are reminded that the /PID must be provided for each

individual policy (see ICOBS 6.1.10AR). This is regardless of

whether that policy is sold on its own, in connection with another

policy or in connection with other goods and services.

[Editor’s note: The shading shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) and reflected as relevant in the ‘Exiting the European Union: Business
Standards (Amendments) Instrument’ (FCA 2019/23), at ICOBS 6 Annex 3R 2.4R to 2.6R
below, is removed. This change is not shown.]

Name and company logo of the manufacturer

24

bk
R

STENY

The name of the manufacturer manufacturer of the non-life
insuranee-produet non-investment insurance product, its
regulatory status, and, where relevant, its autherisation
numbershall firm s reference number (FRN) must
immediately follow the title ‘insurance product information
document’ at the top of the first page.

2.5

H2)

The manufactarer manufacturer may insert its company
logo to the right of the title referred to in /COBS 6 Annex
3R paragraph 2.4R.

[Note: article 1 of the IDDIPID Regitation Commission
Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance

product information document]

Refe

rence to complete pre-contractual and contractual information

2.6

2

The insurance-productinformation-decumentshall /PID

must state prominently that complete pre-contractual and
contractual information about the renlife-insurance
preduet policy is provided to the eustomer consumer in
other documents. That statement shal must be placed
immediately below the name of the manufactorer

manufacturer of the ren-tife-nsurance-produet insurance
product.

[Note:

article 2 of the fDDHPID-Regulation Commission

Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance

product information document]
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How must the IPID be presented and formatted?

[Editor’s note: The shading shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) and reflected as relevant in the ‘Exiting the European Union: Business
Standards (amendments) instrument’ (FCA 2019/23) at ICOBS 6 Annex 3R paragraphs 3.2R
to 3.12G is removed. This change is not shown.]

Length

3.2

Uk
R

3

The msurance-productinformation-documentshall /PID

must be set out on two sides of A4-sized paper when
printed. Exceptionally, if more space is needed, the
insuranee-productinformation-doeument /P/D may be set
out on a maximum of three sides of A4-sized paper when
printed. Where a manufaeturer manufacturer uses three
sides of A4-sized paper, it shall must, upon request by the
Finanetal- Conduet-Autherity FCA, be able to demonstrate

that more space was needed.

[Note:

article 3 of the IDDIPID Regutation Commission

Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance

product information document]

Presentation and order of content

33

41

The i . . . :

Listod.i icle 2068 }FE' ive (L) 2046/97
shall IPID information must be presented in different
sections and in accordance with the structure, lay-out,
headings and sequence as set out in the standardised
presentation format in the-Annexto-thisRegulation /[COBS
6 Annex 3R paragraph 3.13R below, using a font size with
an x-height of at least ;2 1.2 mm.

34

The length of the sections referred to in /COBS 6 Annex
3R paragraph 3.3R may vary, depending on the amount of

information that is to be included in each section.

Any information about optional covers must not be preceded by

ticks, crosses or exclamation marks.

4

Where the nsurance-productinformation-doecument [PID is
presented using a durable-medivm durable medium other

than paper, the size of the components in the layout may be
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changed, provided that the layout, headings and sequence
of the standardised presentation format, as well as the
relative prominence and size of the different elements, are
retained.

3.6

Where the dimensions of the durable-medivm durable
medium other than paper are such that a layout using two
columns is not feasible, a presentation using a single
column may be used, provided that the sequence of the
sections is as follows:

‘What is this type of insurance?’

S

‘What is insured?’

B

‘What is not insured?’

LT

‘Are there any restrictions on cover?’

S

‘Where am I covered?’

2%

‘What are my obligations?’

%

‘When I how do I pay?’

S10)

‘When does the cover start and end?’

365

‘How do I cancel the contract?’

T

3.7

The use of digital tools, including layering and pop-ups
shall-be is permitted, provided that all the infermation

referred to i Article 20(8) of Directive (EU) 201697 [PID
information is provided in the main body of the msuranee

produetinformation-doeument /PID and that the use of

such tools does not distract the eustemer’s consumer’s
attention from the content of the main document.

Information provided through layering and pop-ups shal
must not include marketing or advertising material.

[Note:

article 4 of the IDD-IPID Regutation Commission

Implementing Regulation (EU) 2017/1469 of 11 August 2017
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laying down a standardised presentation format for the insurance
product information document]

Plain language

Bk |5 The msurance-productinformation-documentshall /PID

R must be drafted in plain language, avoiding jargon and
facilitating the eustermer’s consumer’s understanding of the

content of that document;-and-shal-foeus-onkey
mformation-which the customer needstomake aninformed

ocicion. L dod.

[Note: article 5 of the fPDPHPIDRegutation Commission
Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance
product information document]

I

Firms are reminded that the /PID forms a part of the appropriate
information about a policy a firm must give a consumer so that the
consumer can make an informed decision about the arrangements
proposed (see /COBS 6.1.5R). The IPID only focuses on the key
information that the consumer will always need to make an
informed decision.

[Note: article 5 of the fDDFPID Regwlationr Commission
Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance
product information document]

Headings and information thereunder

UK | 6 | The sections of the insurance-productinformation
R decument-shall-have-the folowing [PID must set out the
IPID information (see ICOBS 6 Annex 3R paragraph 2.1R)

under the specified headings and-the-fellowing-information
thereunder as follows:

@ | theinformation-on the type of insurance referred-te
1) i icle 2068 ¢ Directive-(EU) 2616/97 shal
must be included under the heading ‘What is this
type of insurance?’, at the top of the document;

) | the-information-on the main risks insured referred-to
must be included under the heading ‘What is
insured?’. Each piece of information listed in this
section shall must be preceded by a green ‘tick’
symbol;

©) the-information-on the insured sum referred-to-in
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must be included under the heading ‘What is
insured?’;

the-information-en geographical scope, where

applicable, referred-to-inArticle 20()b)-of
Direetive(EH)2016/97-shall must be included

under the heading ‘Where am I covered?’. Each
piece of information listed in this section shalt must
be preceded by a blue ‘tick’ symbol;

S

the-informationen a summary of the excluded risks

corrod-to i icle 20(8)(b) of Direetive-(EL-
2016/97-shall must be included under the heading
‘What is not insured?’. Each piece of information in
this section shall must be preceded by a red ‘X’
symbol;

T

the-information-on the main exclusions referred-te
. icle 20¢8)(d) of Direetive-(EU) 20+6/97 shal
must be included under the heading ‘Are there any
restrictions on cover?’. Each piece of information
listed in this section shalt must be preceded by an
orange exclamation mark symbol;

%

the-information-on the relevant obligations referred
in-points-(e)- () and-(2) oL Article 20(8) of
Direetive (EH)-2046/97-shall must be included

under the heading ‘What are my obligations?’;

S10)

the-nformation-on the means and duration of

payment of premiums referred-to-n-Article 20(8)(e)

of Direetive(E)2016/97shall must be included
under the heading ‘When and how do I pay?’;

=E

theinformation-on the term of the contract referred

. icle 20(8)¢h)-of Directive (EU) 2016/97
shal must be included under the heading ‘When

does the cover start and end?’;

e®

the-information-on the means of terminating the

&
(10) | contract referred-to-inArticle 20()(1)-of Direetive
EB2616/97shall must be included under the

heading ‘How do I cancel the contract?’.

I=

6(2) | The use of sub-headings is permitted, where necessary.

[Note: article 6 of the fDDFPID Regilatior Commission
Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance
product information document]
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Use of icons

3.10

Bk | #H

Each section shall-further of the /PID. referred to in /COBS
6 Annex 3R paragraph 3.9R, must also be headed by icons

that visually represent the content of the respective section
heading headings, as follows:

(@)
(@8]

the information on the main risks insured referred-te
. icle 20(8)(b) of Direetive (EU) 2016/97 shal
must be headed by an icon of an umbrella, which
shall must be white on a green background or green
on a white background,

BE

the information on the geographical scope of the

insurance cover referred-to-in-Artiele 20(8)b)-of
DPireetive(EH2046/97-shall must be headed by an

icon of a globe, which shall must be white on a blue
background or blue on a white background;

LT

the information on excluded risks referred-to-in

icle 20(8)(b) of Directive (EU) 2016/97shal
must be headed by an icon of an X symbol within a
triangle, which shall must be white on a red
background or red on a white background,

EZ

the information on the main exclusions referred-te

. icle 20¢8)(d)- of Directive-(EU) 201+6/97 shal
must be headed by an exclamation mark (‘!”) within
a triangle, which shall must be white on an orange

background or orange on a white background;

2%

the information on the obligations at the start of the
contract, during the term of the contract and in the

event that a claim is made, referred-to-in-points{e);
(£} and-(a) of 20(8)-of Dircetive-(EU. ’
respeetively—shall must be headed by an icon of a
handshake, which shalt must be white on a green
background or green on a white background;

B3

the information on the means and duration of
payments referred-to-inr-Article 20(8)(e)-of Directive
EB2616/97-shall must be headed by an icon of

coins, which shall must be white on a yellow
background or yellow on a white background;

BE

the information on the term of the contract referred
. icle 20(8)(h)-of Directi

shall must be headed by an icon of an hourglass,

which shall must be white on a blue background or

blue on a white background;
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the information on the means of terminating the

contract referred to i Article 20(8)1) of Directive

EBH2016/97shall must be headed by an icon of a
hand with an open palm on a shield, which shalt

must be white on a black background, or black on a
white background.

=ZE

3.11 | 8K | #2 | All icons shall must be displayed in a manner consistent
R with the standardised presentation format in the- Annex
ICOBS 6 Annex 3R paragraph 3.13R.

3.12 | BK | #3) | The icons referred to in paragraphstand2 ICOBS 6
G Annex 3R paragraphs 3.10R and 3.11R may be presented

in black and white where the insurance product information
document is printed or photocopied in black and white.

[Note: article 7 of the fPDPHPIDRegutation Commission
Implementing Regulation (EU) 2017/1469 of 11 August 2017

laying down a standardised presentation format for the insurance
product information document]

Template for the standardised presentation format

[Editor’s note: The shading, shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) at ICOBS 6 Annex 3R paragraph 3.13R below is removed. This change is not
shown.]

3.13 ANNEX

IW%

Page 51 of 67



FCA 2023/45

Xxxxx Insurance

Insurance Product Information Document

Company: <Name> Insurance Company Product: <Name> Policy

[Statement that complete pre-contractual and contractual information on the product is provided in other documents]
What is this type of insurance?

[Description of Insurance]

What is insured? A What is not insured?
s Yoo X X0
v Koo M XxxXxx
o XKoo X X000
o K00 M XXX
o 0K X XxXxX
X0
g e Are there any restrictions on cover?
i m I oo
o X0 .
 Xooo ' e
XX ' L
X0 ; e
v

@ Where am | covered?
W X000

~_ What are my obligations?
B — Xwooox

—  XXXXXX

—  Xo0xx

— XXX

When and how do | pay?
Xo000KK

E When does the cover start and end?
X0

m How do | cancel the contract?
Foooox

[Note: Annex to the ZPDHPID-Reswlation Commission Implementing Regulation (EU)
2017/1469 of 11 August 2017 laying down a standardised presentation format for the
insurance product information document]
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Annex E
Amendments to the Product Intervention and Product Governance sourcebook (PROD)

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

[Editor’s note: Where UK legislation paragraph numbers are struck through in this Annex,
and where these are not replaced by a rule or guidance number, the text is moved one column
to the left as relevant. These column changes are not shown.]

[Editor’s note: The shading shown in the ‘Insurance Distribution Directive Instrument 2018’
(FCA 2018/25) and reflected as relevant in the ‘Exiting the European Union: Business
Standards (Amendments) Instrument’ (FCA 2019/23) for certain provisions in PROD 1.4,
PROD 4.2 and PROD 4.3 is removed. This change is not shown. ]

1 Product Intervention and Product Governance Sourcebook (PROD)
14 Application of PROD 4

Manufacturing and distributing pathway investments and default options
1.4.3B R Where a firm:

(2) is not otherwise within the scope of the rules er-enshored
regulations in PROD in relation to
that manufacturing or distribution activity, then PROD 4, PROD
+44U5K PROD 1.4.4R and PROD 1.4.10G; apply with respect to
that manufacturing or distribution activity.

When an intermediary may be considered to be manufacturing

1.4.4 Uk 3 For the purposes of {PROD-42ARAPRODA422RPROD-4229R;
R (M

PROD4234R-PROD 431 Rand PROD432R1 PROD 4,
msuranceintermediariesshall an insurance intermediary will be

considered manufacturers a manufacturer where an overall
analysis of their activity shows that they-have it has a decision-
making role in designing and developing an insurance product for
the market.
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A For the purposes of (1), a decision-making role shall must be
assumed, in particular, where insuranee-intermediaries an
insurance intermediary autonomously determine determines the
essential features and main elements of an insurance product,
including its coverage, price, costs, risk, target market and
compensation and guarantee rights, which are not substantially

modified by the insurance-undertaking insurance undertaking

providing coverage for the insurance product.

e

3(3) Personalisation of and adaptation of an existing insurance preduets

3) product in the context of insurance-distribution-aetivities insurance
distribution activities for an individual eustemers customer, as well
as the design of tailor-made contracts at the request of a single

eustomer customer, shall will not be considered manufacturing
manufacturing.

[Note: article 3 of the IDD POG Regulation]

1.4.5 G  The effect of PROD+445K PROD 1.4.4R and PROD 1.4.6R is that an
insurance intermediary needs to consider if it is manufacturing an insurance
product or if it would be a manufacturer for a legacy non-investment
insurance product for PROD 4.6, and, if so, should comply with PROD 4.2
(Manufacture of insurance products).

1.4.6 R & Subjeetto 2 and-PRODIIRprovisionsrthissecton-and-in

) b)
13 . 9 l!!gé)!) 4'2.3()1 lg
(13 99 (13 b E
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“‘HEH -ance ]55555‘ iWEEtH%%t . % il investrment
(194 1‘ ‘] . . ,Z- -g . . . .
RN
13 : : 9 l t E f
4 i iary” insurance-intermediary
i ing” insurer
& 2 PR CHPer
. ¢ Article D of thi
Delegated Regulation™
« » PR PG
[13 2 H}‘bl-s-t

Effect and interpretation of PROD 1.4 and PROD 4 for certain manufacturers and
distributors of pathway investments

1.4.6A R A firm to which PROD 1.4.3BR applies must:

(1)

(13

i : [deleted]

()
This table belongs to PROD 1.4.6AR(2)(a).

(1) 2)

211R”
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4.2

4.2.5

Product governance: IDD and pathway investments
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[13 b I ' I ‘ I:I .
bligati
1134 . . 99 l f E £
N ities? | distributi
w : :
. lortaki g
(133 b ‘ ;
. E Article D of thi
I) I ' II! l l' 2

(13 2

General

Other requirements wnderthe HDP for insurance distribution activities

Manufacture of insurance products

Product approval process

v 43 Manufacturersshall A manufacturer must maintain, operate and

R (1) review a product approval process for newly developed insurance
products and for significant adaptations of existing insurance
products. That process shall contain measures and procedures for
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4.2.7

4.2.8
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related-to-the-produetsas-well-as-the nature; seale-and-complexity
ol the relevant business of the manufacturer:

The process in (1) must contain measures and procedures for
designing, monitoring, reviewing and distributing insurance
products, as well as for corrective action for insurance products
that are detrimental to customers.

The measures and procedures must be proportionate to the level of
complexity and the risks related to the products as well as the
nature. scale and complexity of the relevant business of the

manufacturer.

[Note: article 4(1) of the /DD POG Regulation]

42

IW%‘

The product approval process shall required under PROD 4.2.1R
must be set out in a written document (“product oversight and
governance policy”’), which shall must be made available to the
relevant staff.

[Note: article 4 (2) of the IDD POG Regulation]

Bk 9

|~

Relevant actions taken by manufacturers a manufacturer in relation
to their its product approval process shall must be duly
documented, kept for audit purposes and made available to the

Finanetal- Conduet-Authority 'CA upon request.

[Note: article 9 of the IDD POG Regulation]

Bk 43
R

The product approval process shall must:

@) ensure that the design of insurance products:

(@]

takes into account the objectives, interests and
characteristics of eustomers customers;

does not adversely affect eustemers customers;

prevents or mitigates eastomer customer detriment;

E: BE E®

)} support a proper management of conflicts of interest.

2)
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4.2.11

4.2.12

4.2.13
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[Note: article 4(3) of the /DD POG Regulation]

44 Fhe-manufacturers—body-or-struetare A manufacturer’s governing
body responsible for the manufactaring manufacturing of

insurance products shal must:

@ endorse and be ultimately responsible for establishing,
(1) implementing and reviewing the product approval process;

) continuously verify internal compliance with that process.

2)
[Note: article 4(4) of the /DD POG Regulation]

S Manufacturersshall A manufacturer must ensure that staff
involved in designing and manufacturing insurance products has
have the necessary skills, knowledge and expertise to properly
understand the insurance products sold and the interests, objectives
and characteristics of the eustemers customers belonging to the
target market.

[Note: article 5(4) of the IDD POG Regulation]

459 Manufaetarers A manufacturer designating a third party to design
products on their its behalf shal-remain remains fully responsible
for compliance with the product approval process.

[Note: article 4(5) of the IDD POG Regulation]

4(0) Manufaecturers-shall A manufacturer must regularly review their its

product approval process to ensure that-that-preeess it is still valid
and up to date. Fhey-shall A manufacturer must amend the product

approval process where necessary.

[Note: article 4(6) of the /DD POG Regulation]

Manufacture by more than one firm

| L thoi e relonin ] ; | '

Where there is more than one firm involved in the manufacture o

an insurance product, the firms must have a written agreement
which specifies:
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(1) their collaboration to comply with the requirements for
manufacturers referred to in PROD 4.2, including in
particular PROD 4.2.1R, PROD 4.2.2R, PROD 4.2.29R,
PROD 4.2.33R and PROD 4.2.34R;

(2) the procedures through which they will agree on the
identification of the target market; and

(3) their respective roles in the product approval process.

[Note: article 3(4) of the IDD POG Regulation]

R In circumstances other than PROD-4213UK PROD 4.2.13R, when firms
collaborate to manufacture an insurance product, they must outline their
mutual responsibilities in a written agreement.

Fair value for non-investment insurance products: relevance through the product
approval process

R A firm must consider the value considerations in PROD 4.2.14AR and,
where relevant, PROD 4.2.14BR throughout every stage of the product
approval process in PROD 4 including, in particular, when:

(2) undertaking product testing (PREGDP-4222UK PROD 4.2.22R to
PROD 4.2.26G); and

3) selecting any distribution channel (PROD-42275K PROD
4.2.27R to PROD 4.2.32DR).

Target market

UK 5h Fhe A firm’s product approval process shalt must, for each
R 1 insurance product, identify the target market and the group of

compatible eustomers customers. The-target-market-shall-be
. s i aking i

| isties. tis| ;] g’ oxi 1 g C the i
produet:
The target market in (1) must be identified at a sufficiently

granular level, taking into account the characteristics, risk profile,
complexity and nature of the insurance product.

[

[Note: article 5(1) of the IDD POG Regulation]

Page 59 of 67



4.2.17

4.2.18

4.2.22

IW%‘

IW%

e

FCA 2023/45

Manufaetarers A manufacturer may, in particular with regard to
insurance-based-investment produets insurance-based investment
products, identify groups of eustemers customers for whose needs,
characteristics and objectives the insurance product is generally not
compatible.

[Note: article 5(2) of the IDD POG Regulation]

56)
(@8]

[

Manufaetarers-shall A manufacturer must only design and market

insurance products that are compatible with the needs,
characteristics and objectives of the eastomers customers

belonglng to the target market When—asse&smg—whet-her—aﬂ

When assessing whether an insurance product is compatible with a
target market, a manufacturer must take into account the level of
information available to the customers belonging to that target
market and their financial literacy.

[Note: article 5(3) of the IDD POG Regulation]

Product testing

Bk 6h

R

)

Manufacturers-shall A manufacturer must test thetr its insurance

products appropriately, including scenario analyses where relevant,
before bringing that product to the market or significantly adapting
it, or in case the target market has significantly changed. That

The product testing in (1) must assess whether the insurance
product over its lifetime meets the identified needs, objectives and
characteristics of the target market.

A manufacturer must test its insurance products in a qualitative
manner and, depending on the type and nature of the insurance
product and the related risk of detriment to customers, quantitative
manner.

[Note: article 6(1) of the IDD POG Regulation]
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G  For the purposes of PROD-42 22Uk PROD 4.2.22R, manufacturers should
include assessments of the performance and risk/reward profile of their
insurance product where appropriate.

[Note: recital 8 to the IDD POG Regulation]

bk 62
R

Manufaecturers-shall A manufacturer must not bring insurance
products to the market if the results of the product testing show
that the products do not meet the identified needs, objectives and
characteristics of the target market.

[Note: article 6(2) of the IDD POG Regulation]

Distribution channels and information disclosure to distributors

Bk 3¥hH
R

Manufaeturers-shall A manufacturer must carefully select
distribution channels that are appropriate for the target market,
thereby taking into account the particular characteristics of the
relevant insurance products.

[Note: article 8(1) of the IDD POG Regulation]

IW%

&)
(@8]

2

Manufaetarers-shall A manufacturer must provide insuranee
distributers a distributor with all appropriate information on the
insurance products, the identified target market and the suggested
distribution strategy, including information on the main features
and characteristics of the insurance products, their risks and costs,
including implicit costs, and any circumstances which might cause
a conflict of interest to the detriment of the eustomer customer.

That information shall be clecar. complete and up to date.

The information in (1) must be clear, complete and up to date.

[Note: article 8(2) of the IDD POG Regulation]

Bk )
R

The information referred-to-in-paragraph2-shall required under
PROD 4.2.30R must enable the insuranece-distributers distributor

to:

@ understand the insurance products;

(@]

) comprehend the identified target market for the insurance
(2) products;
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e} identify any eustemers customers for whom the insurance
(3) product is not compatible with their needs, characteristics
and objectives;

) carry out distributionaetivities insurance distribution

(4) activities for the relevant insurance products in accordance
with the best interests of their eastemers customers as
prescribed in {/COBS 2.5-1R and or COBS 2.1.1R} (as

relevant).

[Note: article 8(3) of the IDD POG Regulation]

Monitoring and review of insurance products

Bk #H
R (D

Manufaecturers-shall A manufacturer must continuously monitor
and regularly review insurance products they-have it has brought to
the market, to identify events that could materially affect the main
features, the risk coverage or the guarantees of those products.

They shall assess whether the insurance products remain consistent
; b
& | ! b f  det] Kot

A manufacturer must assess whether the insurance products
remain consistent with the needs, characteristics and objectives of
the identified target market and whether those products are
distributed to the target market or are reaching customers outside
the target market.

[Note: article 7(1) of the IDD POG Regulation]

Bk 7
R

Manufactarers-shall A manufacturer must determine the
appropriate intervals for the regular review of their insurance
products, thereby taking into account the size, scale, contractual
duration and complexity of those insurance products, their its
respective distribution channels, and any relevant external factors
such as changes to the applicable legal rules, technological
developments, or changes to the market situation.

[Note: article 7(2) of the IDD POG Regulation]
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4236B R  For the purposes of showing the requirements in PROD 4.2.1R and PROD
425YK PROD 4.2.5R are met, where a firm makes a change to a non-

investment insurance product it must make and retain a record of:

4.2.37 UK 7(3) Manufacturers-thatidentify Where a manufacturer identifies

R during the lifetime of an insurance product any circumstances
related to the insurance product that may adversely affect the
eustomer customer of that product shall, the manufacturer must
take appropriate action to mitigate the situation and prevent further
occurrences of the detrimental event. Manufacturers-shall A
manufacturer must promptly inform concerned insuranee
distributers distributors and eustomers customers about the
remedial action taken.

[Note: article 7(3) of the IDD POG Regulation]

4.2.38 Bk & Manufaetarers-shall A manufacturer must take appropriate steps to
R 1) monitor that nsuranee-distributers distributors act in accordance
with the objectives of the manufaeturers> manufacturer’s product

approval process. They-shall-inpartienlarverify-on-aregularbasts
hother the | ] istributed-on the identified

2) A manufacturer must in particular verify on a regular basis
whether the insurance products are distributed on the identified
target market. However, this monitoring obligation does not extend
to the general regulatory requirements with which distributors
have to comply when carrying out insurance distribution activities
for individual customers.

3) The monitoring activities in (1) must be reasonable, taking into
consideration the characteristics and the legal framework of the
respective distribution channels.

[Note: article 8(4) of the IDD POG Regulation]

4.2.39 UK 859 Manufacturersconstdering Where a manufacturer considers that

R the distribution of their its insurance products is not in accordance
with the objectives of their its product approval process shal it
must take appropriate remedial action.

[Note: article 8(5) of the IDD POG Regulation]
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4.3 Distribution of insurance products

433 R A distributor must take all reasonable steps to obtain the information in
PROD 4.2.29R when distributing insurance products manufactured by any
person to which product governance requirements in PROD 4.2 e

requirements-of the IDD-POG Regulation do not apply.

4.3.5 Uk 19 Insuranece-distributersshall A firm must have in place product
R distribution arrangements containing appropriate measures and

procedures to obtain from the manufactarer manufacturer all
appropriate information on the insurance products they-intend it
intends to offer to theireustomers its customers and to fully
comprehend those insurance products, taking into account the level
of complexity and the risks related to the products as well as the

nature, scale and complexity of the relevant business of the
distributor firm.

[Note: first sub-paragraph of article 10(1) of the /IDD POG Regulation]

4.3.6 Uk 19 The product distribution arrangements shal required under PROD
R 4.3.5R must:

@ aim to prevent and mitigate eustomer customer detriment;
A

) support a proper management of conflicts of interest;

(2)

te)

ensure that the objectives, interests and characteristics of
(3) eustemers customers are duly taken into account.

[Note: article 10(2) of the IDD POG Regulation]

4.3.7 UK 103 The A firm must ensure that its product distribution arrangements

R shall ensure-that the-insurance-distributors contain the necessary
measures to obtain from the manufaetarer manufacturer the
information to be communicated under Artiele-82) PROD
4.2.30R.

[Note: article 10(3) of the /IDD POG Regulation]

4.3.8 VK 1064  Any specific distribution strategy set up or applied by insuranee
R distributers-shall a firm must be in accordance with the distribution
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strategy set up and the target market identified by the manufactarer
manufacturer.

[Note: article 10(4) of the IDD POG Regulation]

106

The insurance-distributors™bedy-orstruetare firm s governing body
responsible for insuranee-distributienshall insurance distribution
activities must endorse and be ultimately responsible for
establishing, implementing and reviewing the product distribution
arrangements and continuously verify internal compliance with
those arrangements.

[Note: article 10(5) of the /IDD POG Regulation]

Insuranee-distributorsshall A firm must regularly review their its
product distribution arrangements to ensure that those
arrangements are still valid and up to date. Fhey-shal The firm
must amend product distribution arrangements where appropriate.

Insurance distributors that have sct up or apply a specific

A firm that has set up or applies a specific distribution strategy
must, where appropriate, amend that strategy in view of the
outcome of the review of the product distribution arrangements.
When reviewing its product distribution arrangements, a firm must
verify that the insurance products are distributed to the identified

target market.

Tnsuranee-distributorsshall A firm must determine the appropriate
intervals for the regular review of their its product distribution
arrangements, thereby taking into account the size, scale and
complexity of the different insurance products involved. Fe

suppertproductreviews-carried-out by mantfacturersinsuranece

To support product reviews carried out by manufacturers, a firm
must, upon request, provide manufacturers with relevant sales
information, including, where appropriate, information on the
regular reviews of the product distribution arrangements.

[Note: article 10(6) of the IDD POG Regulation]
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43.10B R  For the purposes of PROD4310UK PROD 4.3.10R, a distributor must
provide on request to a manufacturer of a non-investment insurance
product:

4.3.11 Bk H Insuranee-distributers A firm becoming aware that an insurance
R product is not in line with the interests, objectives and
characteristics of its identified target market or becoming aware of
other product-related circumstances that may adversely affect the
customer-shall customer must promptly inform the manufacturer
manufacturer and, where appropriate, amend their distribution
strategy for that insurance product.

[Note: article 11 of the IDD POG Regulation]

4.3.13 Bk 42 Relevant actions taken by insturanee-distributors a firm in relation
R to their its product distribution arrangements shall must be duly
documented, kept for audit purposes and made available to the

Finanetal- Conduet-Authority 'CA4 upon request.
[Note: article 12 of the IDD POG Regulation]

4.3.14 VK 10 Insuranece-distributersshall A firm must set out the product
R distribution arrangements in a written document and make it
available to their its relevant staff.

[Note: second sub-paragraph of article 10(1) of the /DD POG Regulation]

4.4 Additional expectations for manufacturers and distributors of insurance
products
4.4.2 G  PROD 1.4.10G provides that, where PROD 4 applies, a firm need not apply

the guidance in RPPD for matters covered by PROD, if that firm has

complied with PROD 4. However, PROD 4 and-the IDD-POG Regiation
does not cover all parts of the RPPD or wider obligations in the FCA

Handbook and the following guidance, some of which is reproduced from
the RPPD, remains relevant.

4.5 Additional expectations for manufacturers and distributors in relation to
value measures data

Manufacturers of value measures products
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The requirements on manufacturers referred to in PROD 4.5.3R are:

2)

that in relation to new products and significant adaptations to
existing products, the firm’s product approval process in PROD
4.2.1R, product testing in PROD-4222UK PROD 4.2.22R
including considerations in PROD 4.2.25R and the review of
products in PROD 4.2.34R also incorporate the procedures and
considerations in (1) above.

Application of PROD 4.2 and 4.3 for legacy non-investment insurance

products

Manufacturers of legacy non-investment insurance products

G

For the purposes of PROD 4.6.4R a manufacturer will need to demonstrate
it has arrangements to meet the following:

(1)

(4)

()

general product approval process requirements (PRED-42-5U5k
PROD 4.2.5R to PROD 4.2.14R);

product testing (PRED-4222UK PROD 4.2.22R to PROD
4.2.26G);

distribution channels and information disclosure to distributors
requirements (PREGP-42275K PROD 4.2.27R to PROD
4.2.32DG); and
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