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Hello and welcome to the final 2021 edition of our monthly
digest of regulatory updates from across the UK and Republic of
Ireland. This edition gave me the opportunity to reflect on what
has been an incredibly busy year for Padda as the regulatory
landscape has continued to evolve at pace with the introduction
of Brexit and all that entailed for MGA’s, brokers, and insurers
alike, the ongoing drive towards digital transformation whilst
ensuring information security is maintained, and the continued
challenges of a global pandemic. End of year also means time to
recognise the hard work which has helped contribute to meeting
these challenges head-on. So, I’'m delighted to announce that
Padda Consulting are proud sponsors of the Diversity & Inclusion
Award at the 5th Annual Market People Awards 2022 hosted by
LMForums, the networking and thought leadership group for
insurance professionals and those supplying this important
trading community with valuable products and services. The
awards ceremony takes place in London on 26th January, so |
hope to see you there!

Looking ahead to the coming year, | don’t expect the pace of
regulatory change to slow with the array of new compliance
requirements coming in over the course of 2022 starting with the
implementation deadline for Operational Resilience by the end of
March, so we’ll need to be on top of our game to ensure we
continue to give 100% to our commitment, collaboration and
consultancy to all our valued clients.

Finally, I'd just like to wish you all a fabulous festive season and a
happy New Year. | hope you manage to have some time to
recharge with family and friends and feel refreshed for what I'm
sure will be an outstanding year ahead particularly as Padda will
be celebrating its 10" anniversary and we’ll share more on that in
the coming months!

Suneeta Padda
Managing Director

t: +44 (0)20 8249 2407

m: +44(0)7967 834128

e: suneeta.padda@padda-consulting.co.uk
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FCA UPDATES

FCA Review of Board Effectiveness

Published 01 Nov 2021
Applicable to All

The FCA Board commissioned Advanced
Boardroom Excellence to conduct an
evaluation of their Board between May
and July 2021. The Board discussed the
Board Evaluation at a meeting in October
2021 with the outcome published in
November. The overall findings were that
it is a strong, experienced and
independent Board with diverse
experience and skills, however, there is
clear rationale for more NEDs and
additional Committees may be required to
support the operation of the Board. A
number of Board Processes were 'work in
progress' but were going in the right
direction. The nature, content and layout
of the papers to the Board needs
addressing to enable the Board to have
even more efficient oversight - the timing
of these papers and when they are
provided also needs addressing. There is a
recommendation that the size of the
Board be increased by at least one
Director.

The Board has established a number of
workshops to run for the remainder of the
year to discuss how best to implement
recommendations from the review.

Drivers of change in the financial services
industry

Published 02 Nov 2021

Applicable to All

This speech was given by Jessica Rusu who
is the Chief Data, Information and
Intelligence Officer at the FCA. The speech
outlines how the threat landscape has
shifted for consumers due to fraudsters
benefitting from new technologies and
consumers being drawn to high risk
markets and products. It provides details
on how the FCA have been focussing their
efforts on protecting consumers by 1)
warning them about the risks involved, 2)
Engaging with social media platforms,
ensuring they are complying with laws that
prevent communication of unregulated
investments and 3) Using their digital
listening tools to help them collect data
and to understand consumer concerns and
business challenges. The speech highlights
how the FCA will continue to become a
data led regulator.

A strategy for positive sustainable change

Published 03 Nov 2021
Applicable to All

This speech was given by Nikhil Rathi, CEO
at the FCA. It announces the release of
the FCA's new strategy for positive change
with the themes of building trust in the
market for ESG products, and ensuring
transparency along the value chain
remaining at the core of the strategy. The
speech highlights that over the coming
years, the focus of the FCA will be to 1)
support the seamless integration of
climate and sustainability into business,
risk and capital allocation decisions, 2) to
make sure that companies and financial
services firms deliver credibly on transition
plans aligned with their net zero
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commitments and 3) to ensure that
investors have access to products and

FCA confirms plans to protect new funeral
plan customers from July 2022
Published 05 Nov 2021

Applicable to All

The FCA have confirmed their new rules
starting on 29 July 2022 in relation to the
regulation of the pre-paid funeral plans
sector. The FCA have also provided
further guidance to clarify some issues for
trustees of funeral plan trusts, insurers
and faith bodies. These rules are in
addition to measures they have already
introduced to enhance consumer
protection from 29 July 2022:

e banning cold calling and setting
new standards on advertising to
ensure plans are sold fairly

e banning commission payments to
intermediaries, such as funeral
directors, to ensure products
represent fair value

e carrying out full checks on the
fitness to operate of those selling
funeral plans, in order to improve
governance standards and
oversight

e guaranteeing that funeral plans will
always deliver a funeral unless the
customer dies within 2 years of
taking out the plan, in which case a
full refund will be offered

e guaranteeing that customers will
receive a full refund if they cancel a
plan within 30 days of purchase, or
pay only a reasonable charge later
on.

Applications for authorisation for firms
intending to remain in the market after 29
July 2022 opened on 1 September 2021.

services that genuinely meet their
sustainability preferences.

Firms intending to apply for authorisation
should do so as soon as possible.

Statement on Digital Regulatory
Cooperation Forum inquiry

Published 12 Nov 2021
Applicable to All

On 2 November 2021, the FCA as a
member of the Digital Regulatory Co-
operation Forum (DRCF), gave evidence to
the Lords Communication and Digital
Committee inquiry into Digital Regulation.
The FCA together with the ICO, the CMA
and Ofcom highlighted how cooperation
across regulators is vital for better clarity
and transparency, making it quicker and
easier for people and businesses to engage
with digital regulation

CP21/30: Debt packagers: proposals for
new rules
Published 17 Nov 2021

Applicable to Firms offering consumer
credit

The FCA has proposed banning debt
packager firms from being paid to refer
customers on to other firms. Debt
packagers are regulated providers of debt
advice, who refer customers on to other
providers of debt solutions. They rely on
income from referral fees paid by these
other firms. This business model puts
consumers at risk of considerable harm
from unsuitable debt advice. The FCA has
seen evidence of debt packagers
appearing to have manipulated customers’
details so that they meet the criteria for
IVAs/PTDs, and used persuasive language
to promote products without explaining
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the risks involved. The FCA’s proposals PS21/16 - Issuing statutory notices - a new
would protect consumers by banning debt approach

packagers from accepting referral fees —

R . Published 26 Nov 2021
eliminating the current business model for

these firms. Applicable to All

The consultation is open until 22 The FCA has outlined in this Policy
December. Subject to the consultation, the Statement how more decisions will be
FCA expects that new rules could come taken by the FCA's senior managers rather
into force in April 2022. than by the Regulatory Decisions

Committee (RDC). The new process is
intended to ensure decisions to prevent or
stop consumer harm are taken more
Published 22 Nov 2021 quickly. More contentious cases will
continue to be reviewed by the RDC. The
FCA’s senior managers are now able to
MCE Insurance Company Limited is an take decisions on the following:

insurance firm authorised and regulated
by the Gibraltar Financial Services
Commission (GFSC). It operated in the UK
on a freedom of services basis. Policies
were sold in the UK through their UK
based broker, MCE Insurance Ltd.

MCE Insurance Company Limited enters
administration

Applicable to All

e afirm’s authorisation or an
individual’s approval

e action in straightforward cases to
cancel a firm’s permissions and
that action is contested

e starting civil proceedings, such as

On 19 November 2021, following an seeking an injunction

application for administration to the e starting criminal proceedings, such
Supreme Court of Gibraltar the company as a prosecution for insider dealing
was placed into administration. Existing e using the FCA’s powers to vary or
insurance policies remain in force and are limit a firm’s permissions

valid. Policies will continue to be e using the FCA’s powers to impose
administered by the UK broker MCE UK. requirements on a firm

The FCA will carry out a 6-month post-
implementation review to assess the
effectiveness of the reforms.
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Lloyd’s Updates

London Bridge Risk PCC Ltd

Published 10 Nov 2021
Applicable to Lloyd’s market participants

Lloyd’s has announced Ontario Teachers’
Pension Plan Board (Ontario Teachers’),
administrator of Canada's largest single-
profession pension plan, with
approximately $227.7 billion in net assets,
as the first investor to provide capital
through the London Bridge Risk (LBR)
Protected Cell Company (PCC).

The transaction will provide reinsurance
cover to a Member supporting three
syndicates in the Lloyd’s market: CFC
Syndicate 1988, Beazley’s Syndicate 5623
and Beat’s Syndicate 1416. Coverage will
start in 2021 and will be expanded in 2022,
providing initial capital in excess of £100m,
which is anticipated to grow over time.

Disaster Risk Facility

Published 22 Nov 2021
Applicable to Lloyd’s market participants

Lloyd’s has launched the first retail
parametric cyclone insurance product in
Northern Australia. The new solution,
‘Redicova’ (pronounced ‘ready cover’), is
supported by the Lloyd’s Disaster Risk
Facility (DRF), an initiative designed to help
build resilience by closing vulnerable
protection gaps around the world. The

new product is led by Beazley with initial
reinsurance support from AXA XL, Hiscox
and RenaissanceRe who are all members
of the DRF at Lloyd’s.

Market Bulletin Y5354

Published 29 Nov 2021
Applicable to Lloyd’s market participants

Lloyd’s will be submitting aggregate
returns to the PRA in respect of the risks
and claims data collected within the
Annual Solvency Return (ASR) 249/250
(analysis and distribution of claims) and
ASR 252 (distribution of underwriting risk)
as at 31 December 2021 on behalf of the
market.

To assist with this, Lloyd’s asks that
syndicates submit granular risk and claims
data to the Xchanging service by 11
February 2022 for all direct business,
including business not processed by
Xchanging ('Step B’).

Xchanging will provide a statement of all
the claims details that it has to each
syndicate by 21 January 2022. In a change
to the arrangements for last year, please
note that this will not be supplemented by
any risk and claims data from Lloyd’s own
systems, as managing agents should
already have access to this (‘Step A').
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PRA Updates

PRA Regulatory Digest - October 2021

Published 01 Nov 2021

Applicable to Insurers/ Lloyd’s market
participants

The PRA has published its monthly update
which includes details on Climate Change
and the speech given by Charlotte Gerken
on Adaptability and Resilience in the
mutuals sector.

CP21/21 Operational Resilience and
Operational Continuity

Published 25 Nov 2021

Applicable to Insurers/ Lloyd’s market
participants

This CP sets out the PRA's proposals to
apply the group provisions in the
Operational Resilience Part of the PRA
Rulebook relevant to Capital Requirements
Regulation (CRR) firms to holding
companies, and to make other minor
formatting and clarification amendments
to the Operational Resilience (Appendix 1)
and Operational Continuity Parts of the
PRA Rulebook (Appendix 3).

The proposals in this CP are relevant to
different types of firms as follows:

Operational Resilience: UK banks, building
societies, and, PRA-designated investment
firms (hereafter be known as ‘banks’),
financial holding companies, mixed
financial holding companies, and, UK
Solvency Il firms, and the Society of Lloyd’s
and its managing agents (all of which will
hereafter be known as ‘insurers’).

Operational Continuity in Resolution: UK
banks, building societies, and PRA-
designated UK investment firms currently
in scope of, or likely to come in scope of,
the Operational Continuity Part of the PRA
Rulebook.

The PRA also proposes consequential
amendments to Supervisory Statement
(SS) 1/21 ‘Operational resilience: Impact
tolerances for important business services’
(Appendix 2).

The PRA proposes that the
implementation date for the changes
resulting from this CP would be: Thursday
31 March 2022 for Operational Resilience;
and

Sunday 1 January 2023 for Operational
Continuity in Resolution. This
consultation closes on Friday 14 January
2022. Feedback can be provided to
CP21 21@bankofengland.co.uk.

PRA Speech - improving processes that
support insurers' investment

Published 25 Nov 2021

Applicable to Insurers/ Lloyd’s market
participants

Charlotte Gerken, Executive Director of
Insurance at the PRA gave a speech where
she talks about the PRA's role in the
review of Solvency Il. As part of this
review, she says, there is an opportunity to
consider reforms that will support insurers
to invest. She sets out some of the areas
the PRA is looking at that may improve all
stages of the investment process. And she
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explains what the PRA expects of insurers

when it comes to managing investment
risk.

DP3/21 The PRA Rulebook website:
Planned updates

Published 29 Nov 2021

Applicable to Insurers/ Lloyd’s market
participants

This DP sets out the PRA's plans for the
next iteration of the PRA Rulebook
website, as well as possible future changes
on a longer timeframe. The updates will
improve the PRA’s flexibility to present in a
comprehensive manner the increased
volume of policy that the PRA expects
from its new rule-making responsibilities.
This DP, which focuses only on the website
platform and not on the policy content, is
part of the wider PRA review of its policy-
making approach, on which more
information will follow at a later date.

The updates that the PRA expects to make
in the next iteration of the Rulebook (by
Q4 2023) include:

e expanded scope to include
Supervisory Statements (SS) and
Statements of Policy (SoP);

e exportable content in a machine-
readable format;

e improved accessibility for users of
assistive technology;

e easier to use ‘time-travel’ and
navigation; and

e better online help.

e This DP also sets out a number of
possible changes for subsequent
iterations.

This DP closes on Monday 28 February
2022. The period for responses has been
set at two months to allow the PRA time to
consider the feedback before it
commences building the new system.
Feedback can be provided to
DP3_21@bankofengland.co.uk.
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HM Treasury Updates

Financial Services Future Regulatory
Framework Review: Proposals for Reform

Published 09 Nov 2021
Applicable to All

HMT have issued a consultation setting
out the government's proposals for
adapting the UK regulatory framework for
financial services to ensure that it remains
fit for the future, and to reflect the new
position outside of the EU. In his speech
at Mansion House on 1 July 2021, the
Chancellor set out the government’s vision
for an open, green and technologically
advanced financial services sector that is
globally competitive and acts in the

interests of communities and citizens
across the UK. Delivering the outcomes of
the FRF Review is a key part of achieving
this vision.

The consultation includes a proposal from
government to introduce a new growth
and international competitiveness
objective and that the FCA report on their
performance against their growth and
competitiveness objective on an annual
basis. This consultation will remain open
for three months, and close on 09
February 2022. Responses should be
submitted to
FRF.Review@hmtreasury.gov.uk.
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Republic of Ireland Updates

Dear CEO/Chairman Letter from the
Governor of the Central Bank of Ireland

Published 03 Nov 2021 by Central Bank of
Ireland

Applicable to All

The letter, which was issued to all
regulated firms across all sectors, sets out
the Central Bank’s expectations of all
regulated firms as they seek to comply
with statutory and regulatory obligations
on climate and broader environment,
social and governance issues. The
regulator’s expectations are articulated on
the basis that they can be applied by firms
in a proportionate manner aligned to the
nature, scale and complexity of the
individual firm. The Central Bank’s
expectations are set out under 5 headings
as follows:

Governance: Boards must be able to
demonstrate ownership of climate risks
facing the firm and these risks must be
proactively overseen with clear allocation
of roles and responsibilities and, as
necessary use of specialist advisors

Risk Management Framework: Firms
should understand the impact of climate
change on their risk profile and risk
frameworks should be enhanced to
include climate risk, with the Board taking
decisions in relation to management of
climate risk

Scenario Analysis: Climate risks should not
be viewed as unlikely to arise, the impact
of future climate events should be tested

through scenario analysis and stress
testing

Strategy and Business Model Risk:
Appropriate business model analysis
should be undertaken to determine the
impacts (and potential opportunities) of
climate risks on firms' overall risk profile,
business strategy and sustainability

Disclosures: Transparent disclosures to
consumers and investors will be key with
the Central Bank reiterating the
importance of not engaging in
greenwashing.

Intermediary Times

Published 12 Nov 2021 by Central Bank of
Ireland

Applicable to All

The Central Bank Intermediary Times is
published periodically to highlight specific
areas of interest, including potential risks
to business, and to outline how firms can
further develop their businesses in a
manner that puts consumers first.

Central Bank Retail Intermediaries
Roadshow

Published 24 Nov 2021 by Central Bank of
Ireland

Applicable to All

Representatives of the Central Bank
presented on a wide range of topics at the
virtual Roadshow including Supervision of
Retail Intermediaries, Authorisation,
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Enforcement, Anti-Money laundering,
Protected Disclosures and Cyber Security.

Comments of most relevance to insurance
intermediaries included:

* In 2022 the Central Bank expect to
carry out thematic inspections on
error and complaints handling by
firms. They consider that the level
of reporting of errors unresolved
after 40 days (which must be
reported to the Bank) to be lower
than they expect and they
therefore have concerns that there
is non-compliance.

* The Central Bank also expects to
carry out a review of commission
disclosure documents on firms’
websites and will review the

* selected firms’ websites overall as
part of this thematic inspection.

* Areminder that post Brexit,
insurance cover cannot be
arranged with insurers in the UK.
Under temporary permissions
regimes it is permissible to avail of
run off provisions to maintain
policies incepted pre Brexit.

* The Central Bank expects climate
risk to be an area of focus for all
firms, noting that the response and
approach should be proportionate
to the size, nature and complexity
of the firm.

Private Motor Insurance Report 3,
National Claims Information Database

(NCID)

Published 16 Nov 2021 by Central Bank of
Ireland

Applicable to All

The NCID report, which is compiled based
on statistical data provided by motor
insurers operating in the Irish market,
contains analysis on the cost of premiums,
the cost of claims, the aggregated financial
performance of firms providing this
insurance, and key settlement channel
information for 2020. Key findings
included:

* Average earned premium fell by
7% in 2020 and on a quarterly
basis, as at Q4 2020, the average
earned premium has decreased by
16% since Q4 2017.

* The average claim cost per policy
decreased by 20% from 2019 to
2020, reflecting the impact of
Covid-19. For 94% of claimants, the
total cost of a claim was less than
€100K

* Insurers’ Operating Profit for 2020
amounted to 12% of total income.
Combined Operating Ratio (COR)
for 2020 amounted to 77% gross of
reinsurance and 79% net of
reinsurance

The Insurance (Miscellaneous Provisions)
Bill 2021 provides for collection of more
data by the NCID.

KPMG and Insurance Ireland Consumer
insights and attitudes to insurance fraud

Published 19 Nov 2021 by KPMG and
Insurance Ireland

Applicable to All

KPMG and Insurance Ireland published a
survey on insurance fraud. The survey
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shows that only 77 % of people in Ireland
believe that it is unethical to overstate an
insurance claim, with 84% believing that
insurance fraud in general is unethical. The
research showed that 8% may omit
information when making a claim to get a
higher pay out while 21% were neutral on
this issue.

Only 1 in 4 have made a claim on their
own home or motor insurance policy,
while less than 10% of respondents report
making a claim against someone else’s
policy. Less than 1in 10 respondents said
they know someone personally who has
committed insurance fraud.

The survey found that while attitudes
towards insurance fraud are highly
negative, most would be reluctant to
report somebody for fraudulent activity -
particularly family, colleagues, and friends.
Only 20% of respondents said they would
be happy to assist the defence of a
fraudulent claim in court. The main
reasons that were cited include fear of
being identified, retribution from fraudster
and perceived hassle. In fact, 98% of
respondents stated that they have never
previously reported a case of insurance
fraud.
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Meet our team of specialists

Stuart Adams

Regulatory advice and support

Risk management — including operational resilience
Corporate governance reviews
Lloyd’s/FCA/PRA/Third Country Branch applications
Compliance of Lloyd’s Brokers & Managing Agents

Data Protection

Raj Boodhoo

d

Governance and effectiveness reviews

Firm preparation for regulator visits, deep dives, thematic reviews

Risk management including Operational Resilience

Regulatory applications e.g., Third Country Branch applications/ Change in
Control/ Approved Person

Investigations (including whistleblowing notifications)/ complaints handling
(including FOS cases)

Neil Crawford

\

Business Assurance - 1st and 2nd lines of defence; 3rd line oversight
Regulatory advice and monitoring assurance support
Remediation Reviews

Colette Jolly

Regulatory advice and support

Corporate governance reviews — including Board effectiveness and culture
reviews

Risk Management

Compliance

G Tarplett

)

Regulatory advice and guidance
Policies and Procedures
Lloyd’s/FCA/PRA/ applications
KYC onboarding processes

Harvey Padda

-

General compliance support, conduct risk, licensing

Onboarding due diligence
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Kiran Padda

Business Management
Human Resources

Administration

Regulatory advice and support

Board Effectiveness Reviews

Implementation of new regulatory requirements, such as Operational
Resilience

Culture Reviews

Compliance

Interim Head of Compliance/other compliance positions where temporary
resource is required

Change Management
Project Management
Coaching

Business Management

Company Secretariat

Company Law

International Licensing and Sanctions
Governance Framework Design

Regulatory advice and support (Ireland)

Implementation of new regulatory requirements (Ireland)

Regulatory Applications (Ireland) including authorisation, change of control,
PCF

Data Protection (Ireland)

Outsourced Compliance support (Ireland)

Call +44 (0)20 8249 2407 or email us today to discuss your compliance programme.
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