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INTRODUCTION
In the UK the average cost of a funeral is more than £4,000 - a large cost for grieving families
already reeling from the death of a loved one. It’s why there’s been a boom in pre-paid funeral
plans over the last two decades - with more than 160,000 plans sold last year.
The peace of mind these plans offer is certainly valuable, and the market
is now worth an estimated £4bn of existing plans. Unlike other financial
services, though, up until this year funeral plan companies have only ever
been self-regulated.

Timeline
January 2021:
Legislation

Now, the Financial Conduct Authority (FCA) has stepped in to make sure
customers are getting good outcomes - even when they are no longer around
to know or check. It has recognised the presence of vulnerable customers in
this market, through age, financial concerns and constraints, and then through
bereavement. The intent is to standardise the value these plans can represent,
ensuring consumers benefit from better products, better sales practices, and
better controls to ensure they end up receiving the funeral they’ve agreed.

2 March 2021:
Consultation Paper CP21/4
13 April 2021:
Consultation closes
April 2021:
FCA Annual fees consultation

Legislation to regulate the provision and distribution of pre-paid funeral
plans was introduced in January 2021, and regulation extending to providers
and intermediaries will start on 29 July 2022. The new regime will represent
a significant change for some providers – on an aggressive timetable that
allows them very little time to adapt.

Q3 2021:
Policy Statement and final rules
September 2021:
Authorisation gateway opens
29 July 2022:
Regulation of the pre-paid funeral
plans sector in force

What are funeral plans?

“

1 .16 Funeral plans are products under which a consumer
pre-arranges and pre-pays for their funeral with a provider,
generally for a fixed cost. The funeral plan could be sold
by a third-party intermediary or directly by the provider firm.

	1.17 The main benefit of the product to consumers is to
allow them to arrange the details of, and pay for, their
funerals in advance, ensuring that any specific requirements
are met and that their families are saved unexpected cost
and inconvenience at the time of bereavement, which
can be a challenging and traumatic time for most people.
We recognise there can be psychological and emotional
benefits to consumers buying funeral plans and that
they can provide important ‘peace of mind’, as well as
potential behavioural biases driven by the challenging
context in which consumers access and use these products
(eg consumers may focus on a perceived need to put
arrangements in place rather than the value of a plan).

	Read and respond to the
1
consultation paper
2

Decide if you want to be authorised

	Conduct gap analysis – new
3
requirements vs your practices now
4

Develop an action plan

5

Get authorised

“

	(Financial Conduct Authority: Funeral Plans: Proposed
approach to regulation, Consultation Paper CP21/4)

What you need to do now
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WHAT DO FIRMS NEED TO DO?

Detailed conduct requirements

Authorisation
Firms that are already authorised by the FCA will need to apply for a variation of permission to include
funeral plans. Those not currently regulated by the FCA will need to apply for authorisation. To be approved,
they must demonstrate that they meet the FCA’s Threshold Conditions.

Overarching duties

Firms can apply from September 2021. Firms will pay an authorisation fee when they apply and then every
year they are authorised. Applications received after 1 November 2021 will incur a late application fee with
no guarantee that the authorisation will be determined by the 29 July 2022 deadline.

•	Communications to be clear, fair and
not misleading

•	A duty to act in the customer’s best
interest

Firms will not be able to continue to provide or distribute pre-paid funeral plans after 29 July 2022 if they
have not been authorised in time. Continuing with a regulated activity without being an authorised or
exempt person (such as an Appointed Representative) is a criminal offence.

•	Responsibility for fair and prompt delivery
of funeral plan

Appointed Representatives (AR)
Some firms may choose not to apply for authorisation and become ARs of an authorised firm (principal)
that will take responsibility for their actions and compliance with FCA rules. The principal firm must notify
the FCA when they appoint (or terminate) an AR - and determine which individuals at the AR perform
“controlled functions”. Individuals in controlled functions must themselves be approved by FCA.

Communication

WHAT DOES THE NEW REGIME REQUIRE?
The FCA is consulting on the standards it expects firms to meet once they become authorised.
These include:
•	High level standards set by the FCA, including Principles for Businesses, Threshold Conditions,
systems and controls requirements, and general provisions

•	Pre-contract, prescribed disclosures in
writing including a two-page summary
about the plan and information on price
•	Nominated local funeral director within
30 days of purchase
•	Consumer representative informed about
plan within 5 business days of purchase
•	Annual customer communication about
the plan

Bans

•	Rules on trusts and insurance transfers (including an annual solvency assessment report and
solvency requirements for trusts)

•	Ban on staff incentive structures that could
conflict with customers’ best interests (e.g.
bonuses based on selling more expensive
products or predominantly based on sales)

• General solvency requirements

•	Ban on commission paid to intermediaries

•	Capital requirements linked to size – minimum £20,000 (providers) and £10,000 (intermediaries)
•	Detailed rules and guidance about how firms conduct business with customers
(see detailed conduct requirements to the right)

•	Ban on the sale of plans by instalments
unless they provide the expected funeral
if the customer dies without any further
payment needing to be made

• Detailed rules on arrangements in the event of a firm’s failure (“resolution” arrangements)

• Ban on cold calling

• FSCS cover in the event of firm failure

Sales standards

• Senior Managers and Certification Regime (SM&CR):

•	Products must be consistent with
customer’s demands and needs

•	Senior managers must be fit and proper and have a clear statement of responsibilities; 		
they must be approved by the FCA1 , and subject to CRB checks
•	Firms must ensure that certain other individuals are fit and proper and have a clear 		
statement of their function
• Conduct Rules individuals in firms must abide by
• Rules on how firms must handle complaints and access to the ombudsman2

• Additional standards for advised sales

Product governance
•	Detailed product oversight and
governance requirements to include
an annual review of all products and
how they are distributed (new and
existing products)
•	Detailed product distribution
arrangements for distributors
•	Detailed requirements to ensure that
products provide fair value to consumers
•	Fees must reflect costs
(e.g. admin fees, instalment fees)

1. Firms must apply for approval of individuals in Senior Manager Functions at least 3 months before commencement.
2. Ombudsman can also review complaints by a customer’s ‘personal representative’ after they die; and for
Funeral Planning Authority (FPA) regulated firms, complaints for acts and omissions prior to FCA regulation.

The FCA is also proposing that certain rules
will apply to existing plans.
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WHAT DOES FCA SUPERVISION LOOK LIKE?
Proactive, reactive and thematic monitoring
The FCA uses a mixture of proactive, reactive and thematic work to monitor firms. Proactive work involves
pre-emptively identifying potential harm through firm review and assessment. Reactive work deals with
emerging issues or those that have happened. And thematic work looks at wider issues that cut across a
number of firms.

How can Sicsic Advisory help?

Firms must comply with notification and reporting requirements, and the FCA can impose additional
requirements on firms – for instance asking for information or even a report by a skilled person.

There is only a short time to implement
an extensive new regime with potentially
significant costs, business model and
governance implications.

It’s worth noting that most regulated firms do not have a fixed supervision team and their first point of
contact is the Contact Centre.

Sicsic Advisory can support your firm with
the following:

Enforcement
The FCA can open an investigation if they suspect misconduct and can impose public censures, financial
penalties, seek injunctions to freeze assets or order redress or restitution, prosecute firms and individuals
carrying out regulated activities without authorisation, and withdraw authorisation.

•	Support in responding to
FCA consultation
•	Carrying out gap analysis and
developing action plan
•	Supporting your firm throughout your
application and authorisation process.
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