General Insurance
Pricing Practices Guide
September 2021

INTRODUCTION
The publication of the final rules on General Insurance
Pricing Practices (PS 21/5) and subsequent clarifications
and amendments (PS 21/11) signals the concluding
chapter in the regulator’s focus on insurance products
that are priced fairly, and provide true value to customers.
Historically, the Financial Conduct Authority (FCA) have advocated for
transparency, shopping around and getting a better price at renewal –
but change was clearly not happening fast enough. The FCA concluded that
pricing practices were putting loyal and vulnerable customers at a disadvantage,
and acted more directly than ever before. They have introduced a simple,
blanket ban on dual pricing, dismissing arguments from insurers about
pricing models and measurements.
The insurance industry has always competed on price. The FCA is forcing a
change of mindset to make insurers and intermediaries compete on product
value and value for money, on customer service, and on brand. They have
effectively levelled the playing field, and it is now up to individual firms to
re-shape their businesses and re-negotiate their relationship with customers.
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BACKGROUND AND TIMELINE
Looking back to the FCA’s GI add-ons market study in 2014 (MS 14/1), it’s possible to see the point
where the regulator’s concerns around certain insurance products offering poor value for money
were first articulated. This was followed by a range of further regulatory developments concerning
product value in the general insurance sector, leading bit by bit to where we are today.
•	
October 2018: Introduction of product governance rules requiring firms to have processes in place to ensure insurance products
are appropriately designed, marketed, distributed and monitored.
•	
November 2019: Finalised guidance for insurance manufacturers and distributors published, clarifying the FCA’s expectation that
firms consider the value the product and distribution arrangements offer customers.
•	
September 2020: Following several years of pilot data on a limited number of general insurance products, the FCA finalised
requirements for firms to report value measures data covering claims frequencies, claims acceptance rates, information on claims
pay-outs and claims complaints, with the first submission in February 2022 for the period H2 2021.
•	
September 2020: Marking the conclusion of the Market Study into GI pricing practices, the FCA published the final Market Study
and the Consultation Paper (CP 20/19) on the package of measures to ensure firms offer fair value products. These have now been
finalised and confirmed in the May 2021 Policy Statement (PS 21/5).
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Figure 1: Overview of FCA initiatives in general insurance
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TIMELINE
Timeline of the FCA general insurance pricing practices market study

OCTOBER 2018:
Thematic Review: Pricing practices in the retail general
insurance sector TR18/4
Dear CEO letter published
Market Study Terms of Reference MS18/1.1

10 APRIL 2019:

18 JULY 2019:

Thematic Review: Pricing practices in the retail
general insurance sector TR19/2

Feedback statement: Fair Pricing in Financial Services FS19/4

30 OCTOBER 2019:

SEPTEMBER 2020:

Interim Report published MS18/1.2

Market Study Final Report MS 18.1.3
Consultation paper CP 20/19
Policy statement on value measures PS20/9

28 MAY 2021:

General insurance pricing practices final rules PS21/5

18 AUGUST 2021:

General insurance pricing practices – amendments PS21/11

JULY -DECEMBER 2021:
Value measures reporting period

1 JANUARY 2022:

1 OCTOBER 2021:

Product Governance enhancements,
fair value assessments go live date

Dual pricing ban and auto-renewal go live date

28 FEBRUARY 2022:

JANUARY - JUNE 2022:
Pricing data reporting period

Value measures submission to the FCA

31 MARCH 2022:

First pricing attestation reporting to the FCA

30 SEPTEMBER 2022:

First submission of pricing data
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SUMMARY OF THE RULES

Equalisation of
new business and
renewal pricing

•	For home or motor insurance, the renewal price offered to a customer should be no higher than the
equivalent new business price through the same sales channel.
•	Includes cash-equivalent incentives (eg. free add-ons, 2 months’ cover free, retail vouchers, etc.) that
cannot be offered to new business customers without also being offered to renewing customers.
•	These requirements would apply to core home and motor products, as well as add-ons and premium
finance where these are sold alongside those insurance products.
•	For ‘closed books’ (defined as books with annual new business policies no more than 100,000 and
where new business <15% of total book for products sold for <5 years and 7.5% for 5 years or more),
a ‘close matching’ product must be identified to determine the equivalent new business price (to
prevent firms artificially keeping prices high).

Enhanced product
governance rules

•	Firms must evidence that they have considered ‘fair value’ in their product governance processes,
defined as “where there is a reasonable relationship between the overall cost to the end customer and the
quality of the products and services.”
•	Applies to all general insurance and pure protection products (plus premium finance), including
to commercial customers (excluding contracts of large risk).

New reporting
requirements

•	Firms will need to report detailed data on their pricing practices to the FCA, including price
differentials for new and renewing customers.
•	Separately, specific value measures data reporting will run from July to December 2021 - the start
date preceding the implementation timelines.

New requirements
around auto-renewal

•	For all types of retail general insurance, firms must:
•	Explain to customers whether their policy is set to automatically renew and what this means
for them;
•	Make it easy for customers to stop a contract from auto-renewing; and
•	Make it easier for consumers to decline auto-renewal of policies at any time.

New requirements
for Premium Finance

•	Premium Finance products now brought within the scope of ‘additional products’ sold alongside
home and motor insurance, and therefore subject to certain ICOBS rules – around disclosure and
remuneration (from October 2021).
•	Premium Finance also subject to enhanced product governance requirements.

Anti-avoidance
and attestation

•	Operating in a way which defeats the intended outcomes of the pricing remedy would be viewed as
a breach of the rules.
•	In addition, regular confirmation will be required from a Senior Manager that a firm’s pricing practices
comply with the pricing rules 3 months after implementation, and then on annual cycle.
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BEYOND THE DUAL PRICING BAN
With the focus of many commentators and those in the industry on the key headline of the
dual pricing ban, the far-reaching implications of the FCA’s composite package of remedies
is in danger of being overlooked.
Rather than viewing the remedies through the narrow lens of dual pricing (ie. home and motor insurance sold to retail customers),
we would instead encourage firms to picture the requirements in the following way:

Product fair value
assessments

Auto-renewal &
value measures

Pricing
rules

All GI products: Retail and Commercial
(excluding contracts of large risks),
including premium finance

Most Retail GI products
(excluding PMI, group policies and packaged bank
account products for VM, PMI and pet and monthly
subscription policies for auto-renewal)

Retail Home & Motor
and policies sold alongside

Figure 2: Overall scope of the FCA rules

Looking at the regulations from this angle means we can see the
over-arching requirement for all general insurance products to be
assessed for fairness and value, whether sold to retail or commercial
customers (with the exception of contracts of large risk.1)
Instead of starting with pricing policy, firms should be assessing
all their products against the enhanced fair value requirements.
Thinking bottom up rather than top down will be key.

Where products are sold as a package, the various add-ons and
premium finance elements must be assessed separately and
as part of the overall package. Part of the fair value assessment
requires firms to consider the fairness of the pricing model and
that the product represents fair value both at new business and
for a ‘reasonably foreseeable period’ afterwards. This means that,
whilst not explicitly in the scope of the dual pricing ban, any
differential pricing model (both at the ‘product’ and ‘distribution’
levels) will need to justified in the fair value assessment, which
could prove particularly challenging.

1. Contracts of large risk are defined under IDD and Solvency II as “(a) railway rolling stock, aircraft, ships (sea, lake, river and canal vessels), goods in transit, aircraft liability and liability of
ships (sea, lake, river and canal vessels); (b) credit and suretyship, where the policyholder is engaged professionally in an industrial or commercial activity or in one of the liberal professions,
and the risks relate to such activity; (c) land vehicles (other than railway rolling stock), fire and natural forces, other damage to property, motor vehicle liability, general liability, and
miscellaneous financial loss, in so far as the policyholder exceeds the limits of at least two of the following three criteria: (i) balance sheet total: €6.2 million; (ii) net turnover: €12.8 million;
(iii) average number of employees during the financial year: 250.
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It is evident that there is a significant programme of work for firms to undertake in order
to achieve the challenging deadlines. Even those firms that had started their change
implementation programmes prior to the publication of the final rules are facing considerable
strains on their resources across their pricing and product teams. Here’s our recommendation
for five areas firms should be focussing on.

1. FAIR VALUE ASSESSMENTS
Firms must ensure that their products deliver fair value to their customers.
Summary
The enhanced product governance and fair value requirements
require a fully documented, rationalised view on how and why
prices charged to customers are commensurate with the services
and value being provided by every party involved across the
distribution chain. Thus, the rules capture both the inherent value
of the product and also the way that it is distributed, taking into
account each party in the distribution chain.

Importantly, the fair value assessments are required not
only of each individual product, including premium finance,
but also the overall package sold to the customer (including
add-ons and premium finance) which must be assessed in
terms of the value that this provides to the customer.

“Value” = relationship between the total price paid by the end customer and
quality of products and services provided. The whole ”offering” is in scope.

Core
insurance
Commission

Add ons

Product

Distribution
Fees and
charges

Premium
finance

Is the price charged commensurate with what is being provided?
Does the product / service deliver fair value to the customer?

Figure 3: Fair value – what it is?
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The challenge ahead
Firms face the enormous task of conducting thorough product
and fair value assessments for all their policies, including for
commercial customers (with the exception of contracts of large
risk) on an annual basis. The enhanced PROD rules and focus on
evidencing ‘value’ mean products and pricing will have to be
considered holistically, which may require a re-evaluation of which
departments are involved in the assessments and the overarching
governance around the reviews.
In addition, the various parties involved in the distribution chain,
including insurers, (co)-manufacturers and distributors, will need to
agree and document their reciprocal data sharing requirements, in
order for each to be able to perform their fair value assessment.
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Our fair value framework, developed in October 2020 identifies the
key components for the assessment, and has been used by various
insurer and intermediary clients to start and then drive their fair
value assessment journey.
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It is only when preparing and documenting an actual assessment
on this enhanced basis that firms will gain an appreciation of the
sheer size and scale of the task. Firms will have until September
2022 to have completed their first assessments for their entire
portfolio.
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Figure 4: Sicsic Advisory Fair Value Assessment Framework
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2. PRICING STRATEGY
A firm must ensure that it does not systematically discriminate against customers based on their tenure.
Summary

The challenge ahead

Obviously there is a direct pricing intervention banning the
practice of differentiating between new business price and renewal
price. For home or motor insurance, the renewal price offered to a
customer should be no higher than the equivalent new business
price through the same sales channel.

The complexities surrounding the practical implementation of the
pricing remedy are evidenced by the sheer volume of rules and
guidance (which almost doubled from consultation paper
to final rules) and the subsequent clarifications which required a
new Policy Statement (PS 21/11) to be published in August 2021.

The final rules confirm that the dual pricing ban includes cashequivalent incentives (eg. free add-ons, 2 months’ cover free, retail
vouchers, etc.) that cannot be offered to new business customers
without also being offered to renewing customers. We anticipate
a shake-up of firms’ business models in this regard, particularly
the incentives provided via Price Comparison Websites (PCWs)
and affiliates such as cashback sites.

In order to understand and assess the effects that the price
walking ban will have on their pricing models, firms should
review their current portfolios, segmenting their data on pricing
points across tenures.

Closed books
There is a specific focus on closed books of business that have
customers of long tenure due to the perceived level of harm.
‘Closed books’ are defined as books with annual new business
policies no more than 100,000 and where new business <15%
of total book for products sold for <5 years and 7.5% for 5 years
or more). Here, providers must work out the equivalent pricing
of a new live policy for closed book customers by reference to
a ‘close matching’ product from either its existing portfolio or,
where this is not possible, from the wider market.
Application across the distribution chain
As with the product and fair value assessments, the pricing rules
apply across the parties responsible for price-setting across the
chain. In addition to the end price being paid by the customer
being no higher at renewal than new business, the final rules
confirm additional margin control by tenure. Firms will have
to attest to meeting this requirement each year.

Firms should also assess their portfolios to establish if there are any
closed books and identify the most appropriate closely matched
products for pricing purposes. In addition, it will be necessary to
establish ongoing processes for reviewing the portfolio against
the closed book definition - for example, monitoring new
business ratios at regular intervals.
Pricing strategies will need to be reviewed and updated, with
revised rules in place to ensure the renewal price is no higher
than the new business equivalent (NBE) price. Additionally,
firms should review the factors they use for establishing the
non-risk aspects of the price, such as optimisation models, to
assure themselves that there are no elements related to tenure,
proxy for tenure or potential vulnerabilities.
Firms offering premium finance should ensure they are meeting
all the enhanced requirements for this product, including the
new ICOBS rules for disclosure and remuneration, and the
product fair value assessment.
Essentially, the premium finance product is now subject to
both the consumer credit and insurance regulations, marking
a significant regulatory burden for firms with this offering.
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3. REPORTING
The FCA is set to become a data driven regulator, monitoring implementation across the market.
Summary
Both the Pricing Policy Statement (PS 21/5) and the earlier
Value Measures Policy Statement (PS 20/9) indicate a clear move
toward the FCA becoming a data driven regulator, and that means
firms will need to change how they collect, collate and report on
their data.
It is clear that the FCA wants their pricing remedies to have a
positive impact on customer outcomes in this sector. In the Policy
Statement they say they expect firms to implement the rules on
or before the deadlines, and will monitor firms’ change
programmes and check progress regularly.
With reference to the pricing remedy, the regulator has stated
that it will ‘look closely at how firms change their business models’.
Value Measures (PS 20/9)
The Value Measures reporting requirements were finally
confirmed in September 2020 in PS 20/9, following several years’
consideration of pilot data across a limited number of GI products.
The reporting applies to almost all retail GI products, with the
exception of PMI, Group policies and those provided as part
of packaged bank accounts.
Insurers are responsible for the submission, which is focused
primarily on claims information, such as claims frequency,
acceptance rates and average payouts against premiums, to
help identify the inherent value being provided to the customer.

Pricing submission (PS 21/5)
The data reporting for the pricing remedy is extensive and will
represent a project in itself for insurers and intermediaries.
The data submission requires pricing information on each core
home and motor product. In addition, there is a separate section
on premium finance, add-on products and fees and charges,
which the firm responsible for the price setting or charging the
fees must complete.
It is clear that this will allow the FCA to target its intervention
and to be able to act across the market, and not only focusing
on the larger actors. The set of metrics to be submitted will
provide indicators of where firms may not be complying with
the pricing remedy, and where consumers may be suffering
harm, as well as data about how firms have responded to the
pricing remedy. The value of the data will increase over time as
the FCA begin to get a series of data points so that they can
compare firm data year on year and by tenure, as well as
considering data across firms.
The challenge ahead
Now that the final reporting requirements have been published
for both the value measures and pricing, firms should ensure
that they are able to collect each metric and are calculating these
according to the FCA definitions. Where multiple parties will be
reporting on the same products, it is important that each are
aware of their responsibilities and that every party is singing
from the same hymn sheet.
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4. INDIVIDUAL ACCOUNTABILITY
Senior managers will have a new level of accountability.
Summary

The challenge ahead

As well as the specific reporting requirements which will allow
the regulator to test and verify compliance with the pricing rules
related to motor and home insurance, the FCA has introduced
anti-avoidance provisions to make clear that operating in a way
which defeats the intended outcomes would be a breach
of rules and principles.

These ongoing attestation requirements indicate a new step for the
regulator in the realm of individual accountability, usually reserved
for firm-specific actions such as Risk Mitigation Plans, rather than a
regular market-wide imperative.

Specifically, the rules require an annual attestation from a
Senior Manager Function (SMF) holder that there is no
discrimination against customers of longer tenure, either
in pricing or service/value.
Specifically, the SMF will have to attest formally in March 2022,
and annually thereafter, that the firm:
	(a) is and has been complying with the pricing rules
throughout the reporting period; and

From the volume and detail of the pricing rules it’s clear the FCA
has considered and closed numerous potential loopholes that
may frustrate the intentions and objectives of the remedy. With the
ongoing attestation requirement, the regulator cleverly closes off
other potential loopholes, requiring firms to attest that they meet
not only the letter but also the spirit of the rules.
In respect of the attestation, as well as determining which SMF will
be responsible for providing this to the regulator, firms should be
ensuring the necessary level of evidence will be available to the
SMF to attest with confidence.

	(b) is satisfied that the pricing of its home insurance and
motor insurance renewal business and related sales practices
are consistent with the objectives of the rules and does not
discriminate against customers of longer tenure.
There is a significant level of records that must be maintained for
audit trail purposes to support the attestation, including policies
and procedures and records of material decisions.
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5. CUSTOMER ENGAGEMENT
Firms must ensure that there are no material barriers for customers to switch providers.
Summary

The challenge ahead

Another aspect of PS 21/5 is focused on how firms use autorenewals. The driver behind this is the Competition and Markets
Authority (CMA) response to the loyalty penalty super-complaint
from September 2018. The FCA has stopped short of banning
auto-renewals, but it wants it to be easier for customers so that
an onerous or confusing procedure doesn’t become a barrier
to switching providers.

Firms should be thinking about how to communicate what
auto-renewal means to their customers, taking into account
their overall communication needs and levels of understanding.
Additionally, firms should review their processes to determine
how and when the communication is made at the point of
sale and at renewal across the various channels.

The main aims of the auto-renewal requirements are centred
around customer understanding of what auto-renewal means
and making it straightforward for customers to select whether
or not they want their policies to renew automatically.

The auto-renewal rules will require firms to assess their
renewal cycle and operations to determine how these will
work in practical terms.

PREMIUM FINANCE
As well as having to comply with the existing consumer credit rules (in CONC and the CCA), firms that offer premium finance
now find these products subject to additional rules for insurance products, as the product is now formally considered an
additional product sold alongside the main insurance policy.
This means that firms must conduct a product fair value assessment on the premium finance product itself, as well as
considering its impact on the overall ‘value’ of the package of insurance products.
Additionally, and from 1 October 2021, there are new ICOBS rules that apply to premium finance, including disclosure
requirements and firm’s remuneration.
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CASE STUDIES
Risk Mitigation Programme advice and support:
insurer and intermediary clients

Pricing projects:
insurer and intermediary clients

We have worked with both a major UK insurance
intermediary and a UK-branch of an international insurer,
who had received a Risk Mitigation Programme (RMP)
from the Financial Conduct Authority (FCA), as a result
of the information they had provided to the regulator in
response to its Thematic Report (TR 18/4) and ‘Dear CEO
letter’ on General Insurance Pricing Practices.

We have been engaged to provide expertise and
execution support for the change management
programmes of a number of large UK insurance
intermediaries and insurers in response to the FCA final
market study report on general insurance pricing practices
and the regulatory changes based on the consultation
paper (CP19/20) and subsequent policy statement (PS 21/5).

The RMPs for both firms required them to develop and
implement a Board-approved Pricing Strategy and a
Pricing Governance and Control Framework.

Getting under the skin of an organisation is key to
understanding current practices, challenges, and culture.
Sicsic Advisory consultants started out by reviewing the
project scope and work streams, getting to know the Board,
senior management and individual teams, and providing
quality assurance and a fresh eye on pricing practices.

Sicsic Advisory were engaged to provide both strategic
and operational input. Having unique insights into market
practices and areas of regulatory attention on pricing
and ‘value for money’ in general insurance products, the
team were able to provide Board-level guidance and
support to help shape the direction and strategy
of the firms’ approach to pricing, as well as day-to-day
hands-on support and assistance in the design and
drafting of the pricing documents.
Sicsic Advisory consultants undertook a detailed analysis
into each firm’s pricing practices and charging models,
to be able to gain an in-depth understanding of the firms’
approaches and provide practical, pragmatic advice and
support. Working across the organisation, the team
ensured the approach to pricing was focussed on the
key areas of regulatory attention and customer outcomes,
and made sure the teams involved understood and felt
ownership of the process in order to help embed new
thinking and new ways of working.

The Sicsic Advisory team also provided quality assurance
of the firm’s interpretation of the rules as they applied
to individual business models and regulated activities,
drafting tailored consultation responses on behalf of
each organisation.
Applying our own ‘fair value assessment’ approach,
we brought together existing product governance,
distribution value with additional PROD4 requirements,
and helped firms think about value in a new, practical
framework. That was then piloted on home insurance
packages, including add-ons and premium finance, to
see how the assessment rolled out across a real product
life-cycle.
Sicsic Advisory consultants reviewed and did quality
assurance on the technical solutions put in place, and
on proposed enhancements to the customer journey –
for instance in respect to auto-renewal requirements.
They also developed mock-ups of reporting requirements
for the pricing data submission.
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ABOUT SICSIC ADVISORY
Sicsic Advisory is a London based boutique consultancy, focusing on financial services risk and
regulation. The team has a unique combination of expertise gained through direct industry
experience, consulting roles and regulatory supervision leadership role in the UK insurance market.
Our Managing Director, Michael Sicsic, was leading the general
insurance sector at the FCA at the time where the strategy to
tackle pricing practices was defined. His team was at the forefront
of ensuring prompt implementation of the Dear CEO letter call
for actions. He also played a key role on IDD implementation in
the UK.
Since Sicsic Advisory has been established, the depth and
breadth of our experience has given us a unique insight into
market practices across the general insurance sector. We’ve
worked with a variety of firms, including underwriting capacity
providers, product manufacturers and intermediary distributors,
and have developed a profound understanding of the regulator’s
expectations for firms across the entire distribution chain.

Since the FCA started to pursue pricing practices in earnest,
we’ve worked with Tier 1 insurers to anticipate the expected
changes from the Market Study. From early 2021, we’ve
continued to support several large insurers and intermediaries
preparing for the new rules, on a retainer basis.
•	Supporting firms to answer the Market Study and
Consultation responses
•	Preparing firms for interviews and reviews by the FCA
•	Gap Analysis against ABI/BIBA principles and FCA expectations
•	Formalising pricing strategy
•	Documentation and implementation of appropriate
product and pricing governance and control frameworks
•	Supporting firms to respond to FCA RMPs
•	Developing a fair value framework to enhance product
governance for both manufacturers and distributors
•	Designing a product governance toolkit
•	Analysing pricing models, including reviewing of
optimisation factors and portfolio segmentation.
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connect@sicsicadvisory.com
www.sicsicadvisory.com
linkedin.com/company/sicsic-advisory

This publication has been written in general terms and we
recommend that you obtain professional advice before acting or
refraining from action on any of the contents of this publication. Sicsic
Advisory Ltd accepts no liability for any loss occasioned to any person
acting or refraining from action as a result of any material in this
publication. Sicsic Advisory Ltd is registered in England & Wales under
company number 11952418 and its registered address is at 2402
Tantallon House 130 Elephant Road, London, England, SE17 1EY.

