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Today’s event

» Thank you to your LI for hosting

 Participation/sharing of ideas is very m
encouraged

* Flexibility for the hour or so
» Verbal and chat forum que
» Feedback forms (venu
+ Slides will follow
Connect with

What happens in a Zoom meeting?

Actual meeting
content.
2%

Removal of kids frol
room |
10%
Removal of cat from
keyboard

Maybe if | move the : e —
camera up higher... L_,m“, =
10% Checking out
coworkers’ houses
10%

Has my neck always
looked like that?
13%

OMG, why didn't | take
a shower?
25%

Mute Stop Video Seurity ~ Particpants ~ Chat




What | will cover

a) Setting the scene

i. FCA expectations

ii. Chats that| have had
b) Solvency rules
c) Threshold Condi
Things to

Learning objectives

By the end of this talk we will have looked at:

What are the FCA’s expectations ri
* Assessing overall business sol
e Carrying out a review of all
*  Reviewing exposure to
» Taking advantage
*  Furloughing a
Looking




A word of warning

» There is a lot of detail and | will atte
highlight some of the KEY pieces
information

» Please refer to the FCA d
signpost for full inform

e Bear in mind this i

you need
with FS

a. Setting the
scene
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Bank of England warns of deepest

recession on record

© 8 minutes ago

Coronavirus pandemic
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Top Stories

Bank of England warns of deep UK

recession

The econorny is on course to shrink 14%
this year with a huge hit to jobs and
incomes.

© 8 minutes ago

PM to review lockdown
restrictions

O 17 minutes ago

Is it time to free the healthy from
restrictions?

® 8 hours ago

The Dailp

Teleqraph

Camilla Tominey
Does No 10 think
that the workers
are all men?

Open season
What to buy (&

T Commvment

Jan Etherington
We need dogs
more than ever

%

a

-

rises and pay freeze

Confidential analvsis of economic impact
lays out options for the Chancellor to cover

wimlompiiiar I et oa -
mrin e SO e W
Treasury says virus to cost
£300bn as it warns of tax
£337bn

extraordinary expense of lockdown

By Gordon Rayner POLITICAL EDITOR and Anna
Mikhailova DEPUTY POLITICAL EDITOR

A CONFIDENTIAL Treasury assessment of the
coronavirus crisis estimates it will cost the
Exchequer almost £300bn this year, which
could require an increase in income tax, the end
of the triple-lock on state pension increases a...
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£516bn
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£80-90bn

The most scientifically accurate and detailed 3D model of the Covid-19
virus, released by the organisation Visual Science




Economy update

BoE “deepest recession on record”
4.2m on Universal Credit (1.5m new claims)
2.1m unemployed (up 856,500)

A quarter of businesses have stopp
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Businesses that have temporarily closed or
paused trading due to coronavirus

(March 23 - April 5 2020)
Health & social work

IT & communication
Transportation & storage
Water & sewage
Education
Manufacturing
Wholesale & retail
Construction
Accommodation & food
Arts & entertainment

All businesses

B 4%

B 5%

B 8%

B 8%

B 14%

I 23%

I 27%

I 20
I 1%
I 82%

I 24%

PA graphic, Source: ONS survey of 6171 UK businesses

1st. Poll

What leve




. FCA
expectations

FINANCIAL
F A CONDUCT Search Q
AUTHORITY
About us Firms Markets Consumers Publications

Home / News / FCA's expectations on financial resilience for FCA solo-requlated firms - statement update

FCA's expectations on financial resilience for FCA solo-

requlated firms - statement update _
- in v

Statements ‘ Published: 26/03/2020 ‘ Last updated: 17/04/2020 ‘ See all updates Print page Share page
|

We want to see firms to continue operating in this challenging period, and, where we can, we intand to provide flexibility to regulated firms to ensure this.

Firms prudentially-regulated by the FCA play an important role in supporting the functioning of the economy. During this time of stress, we expect firms to meet
this responsibility by planning ahead and ensuring the sound management of their financial resources. This means taking appropriate steps to conserve capital,
and to plan for how to meet potential demands on liquidity.

Capital and liquidity buffers are there to be used in times of stress. Firms that have baen set buffers can use them to support the continuation of the firm's
activities. If a firm is planning to draw down a buffer, it should contact the FCA or its named FCA supervisor,

If the firm needs to exit the market, planning should consider how this can be done in an orderly way while taking steps to reduce the harm to consumers and




Operational resiience and business continuty

[t 5 ssentialthat ll general nsurance fms have plans n place to manage and mitigate the operationalimpact
of coronavirus, More generally, we expect firms to;

+ Have suffcently robustsystems and controlsto continue to aperate effectively in  strassed stuation with
business continuity plans to manage this.

+ Have a Senior Manager responshle for busness continuity and for menaging the impact o coronavirs,

+ A iy, honestly and professionally in accordance with the best inerests of customers,

o Enstr that al customer commuications are clear, fai and not misleading,

Firms should consider, along with other challenges, the impact ofstaf absences and the need to ensure staff
Wellbeing on continuity of srvice, irms must dentfy how stff absence o inabifty to se business premises can
be suffciently mitigated to ensure critca servics are provided to customers, Where firms identiy gaps through
their planning that i, or coul, cause ham to customers, they should noffy the FCA through ther usual
supervisory contact

What have FCA done

» Very conscious and have responded
help for those with credit cards, o
mortgages, motor finance, loa
insurance policy premiums

 WFH or RTW? As few
in the office and co
function

* If key audit
Unprec




+ Firms' responsibilities Mortgages and coronavirus: our
Financial crime systems and controls guidance for firms

Motor finance and high cost credit agreements: temporary quidance
Our expectations of payment and retail banking firms
Cross-border payments regulation

Coronavirus update for firms

providing services to retail
+ SMBCR responsibilities s
+ Regulatory change
+ Regulatory reporting
+ Impact on consumers
+ Insurance products
+ Mortgages Coronavirus main FCA section
+ Pensions
+ Investments and life assurance Latest coronavirus news
+ Unsecured debt products
+ Access to cash

Mutual societies - including AGMs update

Operational resilience

Information security

Market trading and reporting

Client assets

Professional qualification exams

Accessing restricted savings

Professional indemnity insurance for financial advisers
Extending deadlines to publishing fund reports and accounts
» Qur expectations regarding funds

+ Delays to publications and other activity,

FINANCIAL
F A CONDUCT Search Q
AUTHORITY
About us Markets Consumers News Publications

Home / Firms / Insurance and coronavirus (Covid-19): our expectations of firms

Insurance and coronavirus (Covid-19): our

expectations of firms _
o inym
First published: 19/03/2020 ‘ Last updated: 14/05/2020 ‘ See all updates Print page Share page
]
Insurance and
Many consumers are currently in a vulnerable pasition because of the coronavirus coronavirus (Covid-19):

our expectations of firms

(Covid-19) pandemic. We expect insurers, given the unprecedented impact of coronavirus,
to be aware of the circumstances that their customers find themselves in. This web page is

Related infort

aimed at helping firms understand the FCA's position. Read about our expectations of

insurance firms. Coronavirus main section

Information for firms on
coronavirus (Covid-19) response

Sign up to receive FCA coronavirus updates: We've launched a daily email round-up of FCA coronavirus

news and publications published on our website. Join the list to receive our daily update.
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FINANCIAL
CONDUCT
AUTHORITY

FS20/5: Coronavirus and
customers in temporary
financial difficulty: guidance
for insurance and premium
finance firms

14 May 2020

FINANCIAL
F A CONDUCT Search Q
AUTHORITY
About us Firms Markets Consumers News Publications
Home / Publications / Product value and coronavirus: draft guidance for insurance firms

Product value and coronavirus: draft guidance for

insurance firms '
®  iny
Guidance consultations ‘ First published: 01/05/2020 ‘ Last updated: 01/05/2020 Print page Share page

This guidance sets out our expectations for insurers and insurance intermediaries to consider the value of their products in light
of the exceptional circumstances arising out of coronavirus (Covid-19).

This guidance is intended to highlight what we consider firms should be doing to identify any material issues that affect the value of their products, and their
ability to deliver good customer outcomes, during this unprecedented time. When considering product issues, firms are reminded of their obligations under:

« the FCA Principles for Business (PRIN)

+ the systems and controls sourcebook (SYSC)

« the product intervention and governance sourcebook (PROD)

+ the insurance conduct of business rules (ICOBS), in particular ICOBS 2.5.-1R

11



Opportunities

* You need to stand out - service and s

* Adding value so the client knows

there for them - keep in regular
multiple platforms if need b
questions, handle claim

‘ News People Regulation Technology Products Marketdata BrokerExpo Video = Allsections

What are the key challenges faced by brokers due to the Covid-19 pandemic?
| four options of the below options in order of significance. 1 = biggest challenge, 2 = 2nd

biggest challenge, 3 = 3rd biggest challenge, etc

1 Volume of queries due to Covid-19

2 Difficult trading conditions

3 Clients trying to reduce premiums

4 Difficutt to speak to insurers

5 Struggling to get claims paid

6 Difficuties working remotely

7 Having fewer staff due to furloughing

8 Difficult to access government furlough scheme cash

9 Staff off sick with Covid-19

12



Percentage of consumers who had received communications from

Supermarkets

Banks

Fast food
companies

Gyms

Consumer
Intelligence

May 2020

Mortgage providers

Insurance providers

II. Chats | have
had

13



Chats | have had

My immediate response is that broke
generally bomb proof - we mana
through recessions generally
that companies will always
we would be there to se

Cont...

* The longer this goes on the more con
have for a number of my clients n
this through

» With low costs, we will get

* It will hinder our growt
worst which | woul
reduction on our

months

14



Cont...

» Well | am hoping most brokers should
weather the storm! If been trading
not taking too much out of the b

* A little tightening in costs m
and feel confident that

It may however sha

smaller brokers
money and r
harder de

Cont...

* | have run budgets on business losses a
various percentages to see if we are
vulnerable and we seem to be resi

* As with most financial shocks |
this to hit at the end of the p
during; when we get dow
year end declarations

* We don't get bad
On the whole

15



What have insurers done?

* Premium holidays/deferrals if client havi
trouble and removing interest on D
payments

» Admiral refunds of £25 per
and others have made s

 Laid up cover for fle

* Free extended
extending u

Impact on you?

» Bewatre if there is a RP there will als
commission clawback (have you
allowances for this?)

* If premium finance is on
what will happen with cli
deferral and are th
payments?

16



b. Solvency rules

FINANCIAL FCA Website PRA Rulebaok Glossary Useful Links Contact Us
F A CONDUCT Search the Handbook Q
AUTHORITY

Advanced Search

Home WEMNGENROUNE What's New Instruments  Forms — Guides JoinUp  MyFCA

Home >> FCAHandbook >> MIPRU >» MIPRU4 »» MIPRU 4.2 Capital resources requirements

Table of Contents Related Foms | | Instruments

Related Sections

Next »
[ JE

MIPRU 4.2 Capital resources requirements 4
@ Browse by fopics
I" Show timeline General solvency requirement
--------------------------- MIPRU424 A must at all imes ensure that it is able to meet it liabilities as they fall due.
Content Options E
¥ [R] Ruks 011012007

F @ Guidance
F @ Evidential Provisions
r @ Legallnstuments

17



Minimum _ capital requirements

Type of Firm Capital Resource Requirel

A firm that does not have a permission to | £5,000 or if higher
hold client money income from re|

A firm that holds insurance client money
in a statutory trust

A firm which holds commercial in
client money in a statutory or
statutory trust

A firm which hol
money inan

BANK OF ENGLAND
PRUDENTIAL REGULATION
AUTHORITY

SECTION D1: Regulatory Capital rex 7]

Capital resources per MIPRU 4 (home finance and non-investment
insurance intermediation)

Incorporated firms

24 Share capital

25  Reserves

26 Interim net profits

27  Revaluation reserves

28 Eligible subordinated loans

29 less Investments in own shares
30 less Intangible assets

31 less interim net losses

32 CAPITAL RESOURCES

18



c. Threshold
Condition 2.4
(adequate resources)

COND 2.4 Assessment

* Identify key risks from your risk regist
crisis will have increased busines

* Robustly stress test the financi
P&L, cash flow and overal

e If premium finance is
then what will hap
deferral and ar

19



Non-financial COND 2.4

Personnel - quality and quantity
Back office functions
IT, connectivity, cyber e
Premises

WFH and RTW
Acquisition

Issues (1)

How much fat is there and do yo
adequate net current assets?

Possible breach of thres
You should be able t
position
Government
regulato

20



Issues (2)

* You must pay serious attention to you
financial viability and don’t underesti
future demands on it

* MIPRU regulatory capital r
be seen only as a mini

Assets of sufficient

d. Things to do

21



1. Expenditure

» Continue to review all items - immediate
few weeks, next few months

* What HAS to be paid/what does
paid or can be cut completel
effect on the business

* |If offices are not full t
are dependent on

Cont...

* Is WFH is effective in terms of IT e
networks, cyber threat, etc and
expected of staff and how thi

* Hold on recruitment
» Encourage staff to
Repeat - tight

22



2. Key clients

» Continue to talk to your top clients perso
and ascertain how they are

* Inspection issues with plant, etc pl
notify material changes to the b

* Provide whatever help you
help you have been able

e Their value should al
so plan for the wo

3. Gov help

» Discuss with your accountant

* Work out what is available and w
needed

* Grants better than loans
* VAT usually not an is

» Tax deferral and
could be usef

Various lo

23



The Chancellor has set out a package of temporary, timely and targeted measures to
support public services, people and businesses through this period of disruption
caused by COVID-19.

This includes a package of measures to support businesses including:

¢ a Coronavirus Job Retention Scheme

¢ deferring VAT and Self-Assessment payments

¢ 3 Self-employment Income Support Scheme

o a Statutory Sick Pay relief package for small and medium sized businesses (SMEs)

¢ a12-month business rates holiday for all retail, hospitality, leisure and nursery
businesses in England

o small business grant funding of £10,000 for all business in receipt of small business
rate relief or rural rate relief

¢ grant funding of £25,000 for retail, hospitality and leisure businesses with property
with a rateable value between £15,000 and £51,000

o the Coronavirus Business Interruption Loan Scheme offering loans of up to £5 million
for SMEs through the British Business Bank

¢ anew lending facility from the Bank of England to help support liquidity among larger
firms, helping them bridge coronavirus disruption to their cash flows through loans

o the HMRC Time To Pay Scheme

€ ¢ ‘@ & https://www.gov.uk/busingss-coronavirus-support:finder we e gy l 8 Search ‘ neoege

i GOV.UK

e Coronavirus (COVID-19): what you need to do

Home

Find coronavirus financial
support for your business

Coronavirus (COVID-19) support is available to employers and the self-
employed. You may be eligible for loans, tax relief and cash grants.

Use this business support finder to see what support s available for you and
your business.

Startnow >

24



4. Furloughing/staff

» Useful if non-key staff can be tempor
off as government will pay 80% o
salaries for 8 months from 1

» No work for you can be d

» Of use if you have a
has fallen - ensur
distancing is

For staff

Hospitality sees most workers furloughed
For period 23 Mar-5 Apr 2020

Arts, entertainment Construction:
and recreation: 82.4%
75.5%

Transportation
and storage:

60.4%

Manufacturing:

84.2%

Accommodation
and food services:

87.3%

Wholesale and
retail:

67.9%

Source: ONS Business Impact of Coronavirus (COVID-18) Survey

25



il GOV.UK

Q Departments Worldwide Howgovemmentworks Getinvolved
Consultations Statistics Newsand communications

e Coronavirus (COVID-19): what you need todo

Home  Business andindustry > Running abusiness  Employing people

Guidance

Claim for wages through the
Coronavirus Job Retention Scheme

Claim for 80% of your employee’s wages plus any employer
National Insurance and pension contributions, if you have put
them on furlough because of coronavirus (COVID-19).

Published 20 April 2020
From: HM Revenue & Customs

2nd. Poll

Have you sought help fr
of the followi

26



o. Next stage

» Be honest and adopt various scenarios -
optimistic, realistic and pessimistic
» Depends on how quickly the lockd
ease fully and a return to ‘norm
but some businesses will fai
insurance cover

 Discretionary insur

(& GOV.UK

9 Coronavirus (COVID-19): guidance and support

Home

Working safely during coronavirus ~ Secieoetaottieese
(COVID-9)

From: Department for Business, Energy & Industrial Strategy
Published: 11May 2020

Updated: 11May 2020, see all updates

Search this manual

I




6. Pear-shaped

» Keep FCA informed - they prefer earl
engagement and assurance that t
management team is taking thi

» Have a well-considered pl
issues

* Likely that the FC
provided that th
to clients

7. Your own insurance

* Most only cover a notifiable disease if it
manifested itself at, or occurred specifi
the insured premises leading to its

» Action of government to close
not covered

» Some policy wordings

* Some do provide
occurs within

PIl cover

28



LLOYDS About  Culture  Partnerresources  Polcyholders  Careers  Investorreations | Contact | Loghyregister  Sezrch Q

Newsandriskinsight Market directory Market resources Tools andsystems Lloyd's around the world

COVID-19 will see historic losses
across the global insurance
industry

Thu 14 May 2020

< Share

Lloyd's market set to pay out up to US$4.3bn to customers.

Lloyds, the world's leading (re)insurance market, today revealed that it wil pay out in the range of $3bn to
$4.30n to its global customers as a result of the far-reaching impacts of COVID-. This is on a par with 9/f1in
2001 and the combined impact of hurricanes Harvey, Irma and Maria in 2017, all of which led to similar pay outs by
the Lloyd's market**. These losses could rise further if the current lockdown continues into another quarter.

Events v | Awards v | White papers | Jobs  Directory = Research | Webinars m Followus | Signin

]
Insurance CHAMPIONING THE INSURANCE BROKER COMMUNITY Search Insurance AgeQ

‘ News People Regulation Technology Products Marketdata BrokerExpo Video = All sections

Brokers lament “abysmal” claims
experience during Covid-19

Sian Barton
¥ @InsuranceSian

13 May 200

] ]

LOLLOW
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Subscribe | Signin "

INSURER Crm—

i [News. Avalysis  Comment Viewpoint COVIDM9 ~ Podeast TheHub CompanyPages Subscribe

News

ABI criticised for “callous and
wrong” stance; July timetable for
pioneering UK court hearing

10 May 2020

An open letter to the Association of British Insurers (ABI) has once again highlighted
the impact on the industry's reputation from the Covid-19 business interruption
claims strategy of some of its members,

Events Awards White papers | Jobs | Research Directory Webinars Follow us :Myaccount

Insurance POST %2 S—

* CPD/IDD  Commercial Personal Claims Insurtech RiskManagement Regulation Companies Broker Data&Rankings = Allsections

Insurance risks damaging reputation
'for a decade' warns dispute expert

& NerVIRLIGY

Harry Curtis

24 Apr 2020
960

FOLLOW

Harry Curtis \

Claims \
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‘ CPD/IDD  Commercial Personal Claims Insurtech RiskManagement Regulation Companies Broker Data& Rankings = Allsections

Hiscox Action Group to launch £40m
arbitration claim 'within days'
§

Harry Curtis

18 May 2020

0600

0 Comments

Awards v White papers = Jobs = Research | Directory =Webina Subscribe FreeTrial  Followus Signin

Insurance POSTJQL1 AR,

‘ CPD/IDD  Commercial Personal Claims Insurtech RiskManagement Regulation Companies Broker Data& Rankings = Allsections

Hospitality businesses gear up for
group action against Aviva and QBE

\ |
Harry Curtis

20 May 2020

960000 | oo |
0 Comments (a‘t{m Ig ‘ \ | l;
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About us Firms Markets Consumers m Publications

Home / News / FCA seeks legal clarity on business interruption insurance alongside package of measures to help consumers and small businesses

FCA seeks legal clarity on business interruption
insurance alongside package of measures to help

consumers and small businesses ,
o, iny
Press Releases ‘ Published: 01/05/2020 ‘ Last updated: 01/05/2020 Print page Share page

The Financial Conduct Authority (FCA) has today announced it intends to seek legal clarity on business interruption (BI)
insurance to resolve doubt for businesses who are facing uncertainty on their claims.

It is also proposing a series of measures to support both consumers and businesses who hold insurance products and who are facing other issues as a result of

orona ovia- e package of mea out th A's expectations thaf insuran ms shoula consider wnetner their prod off

FINANCIAL
F A CONDUCT Search Q
AUTHORITY
About us Firms Markets Consumers Publications

Home / News / Business interruption insurance during the coronavirus pandemic - High Court test case

Business interruption insurance during the coronavirus

pandemic - High Court test case ,
- in v X
Statements ‘ Published: 15/05/2020  Last updated: 15/05/2020 Print page Share page

This statement sets out how we are engaging with policyholders and insurance intermediaries on business interruption (BI)
insurance.

Introduction

The coronavirus (Covid-19) pandemic and the Government controls imposed as a result are causing a substantial level of loss and distress for businesses, in
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Expectations

» Authoritative declaratory judgment regardi
meaning and effect of some BI policy
where there remains unresolved u

 Is there is a gap between firms
understanding of what they
by the policy?

* What did the custo

What was the ¢

Concerns for brokers

* Mis-selling - firms may suggest that the
sold the wrong policy

» Poor advice - there may be alleg
were advised that this level of ¢
required, or they assumed thi
place (suitability of cover i

» Misleading or unclear
exclusions hidden
documents

Update you

33



&TIMES ~ Today's sections v | Past six days

Watchdog urged to ite brokers
over Covid payouts

Emma Dunldey

Sundzy May 24 2020, 1201am,
The Sunday Times

s
N2 i ‘1
di
i %,’
VL 7ol 8 A
The City watchdog is seeking a judgment from the High Court to sea ff insurers should pay out

ALAHY

Login

Subscribe

3rd. Poll




e. Summary

Be honest and have those difficult
conversations

How diverse is your book of busine
concentrated in affected sector
much more urgent for you

Keep talking to all stake

Put back money int
available (or tak
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Other events...

1. New rules effective 18 M
2. Non-Financial Misco

36



Learning objectives

By the end of this talk we will have looked at:

«  What are the FCA’s expectations ri
» Assessing overall business solv
e Carrying out a review of all
*  Reviewing exposure to
Taking advantage

Thank you for listening

Questions and deb
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