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Today’s event

• Thank you to your LI for hosting
• Participation/sharing of ideas is very much 

encouraged
• Flexibility for the hour or so
• Verbal and chat forum questions welcome
• Feedback forms (venue)
• Slides will follow
• Connect with me on 

What happens in a Zoom meeting?
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What I will cover

a) Setting the scene
i. FCA expectations
ii. Chats that I have had

b) Solvency rules
c) Threshold Condition 2.4
d) Things to do
e) Summary

Learning objectives

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

• What are the FCA’s expectations right now
• Assessing overall business solvency
• Carrying out a review of all expenditure
• Reviewing exposure to key clients
• Taking advantage of what HMRC is making available
• Furloughing and other staff matters
• Looking ahead to the next stage of any cost reduction
• Does business interruption insurance cover this?
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A word of warning

• There is a lot of detail and I will attempt to 
highlight some of the KEY pieces of 
information

• Please refer to the FCA documents I will 
signpost for full information

• Bear in mind this is not formal advice
• Please take up whatever professional help 

you need to ensure you remain compliant 
with FSMA 2000

a. Setting the 
scene
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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 stopped trading
• 7.5m furloughed workers costing £14bn a 

month and 1m businesses using the scheme 
now extended to October

• 2m self employed claims worth £6bn made
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1st. Poll

What level of threat does 
covid19 pose to your business?
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i. FCA 
expectations
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What have FCA done

• Very conscious and have responded with 
help for those with credit cards, overdrafts, 
mortgages, motor finance, loans and 
insurance policy premiums (18/5)

• WFH or RTW?  As few key workers should be 
in the office and compliance remains a key 
function

• If key audit dates will be missed advise them
• Unprecedented action re BI policy cover



10



11



12

Opportunities

• You need to stand out - service and support
• Adding value so the client knows you are 

there for them - keep in regular contact using 
multiple platforms if need be, answer 
questions, handle claims, challenge less than 
robust policy wordings

• Be agile and available
• Find ways to engage
• Recognise value in partnerships
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Consumer 
Intelligence

May 2020

ii. Chats I have 
had
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Chats I have had

My immediate response is that brokers are 
generally bomb proof - we manage to go 
through recessions generally unscathed and 
that companies will always need insurance and 
we would be there to service them.

Cont…

• The longer this goes on the more concerns I 
have for a number of my clients not seeing 
this through

• With low costs, we will get through this
• It will hinder our growth plans and plan for the 

worst which I would envisage a 15-20% 
reduction on our existing book 

• If the lock down lasts longer than a couple of 
months we will see clients cancelling policies
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Cont…

• Well I am hoping most brokers should 
weather the storm! If been trading strong and 
not taking too much out of the business

• A little tightening in costs maybe necessary 
and feel confident that most will survive

• It may however shake confidence and some 
smaller brokers may look to exit and take the 
money and run leaving the big boys to drive 
harder deals from insurance companies! 

Cont…

• I have run budgets on business losses at 
various percentages to see if we are 
vulnerable and we seem to be resilient

• As with most financial shocks I am expecting 
this to hit at the end of the period rather than 
during; when we get downturns shown in the 
year end declarations

• We don’t get bad debt issues
• On the whole we think we can ride the storm 

but many brokers are vulnerable
• Seek a safe harbour perhaps?
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What have insurers done?

• Premium holidays/deferrals if client having 
trouble and removing interest on DD 
payments

• Admiral refunds of £25 per vehicle insured 
and others have made statements

• Laid up cover for fleets (no need to SORN)
• Free extended cover for the lockdown and 

extending unoccupancy clauses
• A need to recognise that exposure all round 

is less (in line with new FCA rules)

Impact on you?

• Beware if there is a RP there will also be 
commission clawback (have you made 
allowances for this?)

• If premium finance is on a recourse basis then 
what will happen with clients who ask for 
deferral and are then unable to make the 
payments?
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b. Solvency rules
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Minimum capital requirements

£50,000 or if higher 5% of annual 
income from regulated activities

A firm which holds retail insurance client 
money in a non-statutory trust

£10,000 or if higher 5% of its annual
income from regulated activities

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

£10,000 or if higher 5% of its annual
income from regulated activities

A firm that holds insurance client money
in a statutory trust 

£5,000 or if higher 2.5% of firm’s annual 
income from regulated activities 

A firm that does not have a permission to 
hold client money 

Capital Resource RequirementsType of Firm
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c. Threshold 
Condition 2.4

(adequate resources)

COND 2.4 Assessment

• Identify key risks from your risk register (the 
crisis will have increased business risks)

• Robustly stress test the financial forecasts on 
P&L, cash flow and overall solvency

• If premium finance is on a recourse basis 
then what will happen with clients who ask for 
deferral and are then unable to make the 
payments?
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Non-financial COND 2.4

• Personnel - quality and quantity
• Back office functions
• IT, connectivity, cyber exposure, etc
• Premises
• WFH and RTW - maintain a healthy culture
• Acquisitions and disposals - practicality right 

now of effective due diligence?

Issues (1)

• How much fat is there and do you have 
adequate net current assets?

• Possible breach of threshold conditions
• You should be able to quickly prove your 

position
• Government loans do not constitute 

regulatory capital
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Issues (2)

• You must pay serious attention to your 
financial viability and don’t underestimate 
future demands on it

• MIPRU regulatory capital requirement should 
be seen only as a minimum

• Assets of sufficient quality, quantity and 
availability should be retained

• Critical you ensure the adequacy of your 
resources to allow you to continue to trade

d. Things to do
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1. Expenditure

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

• What HAS to be paid/what doesn’t have to be 
paid or can be cut completely with no detrimental 
effect on the business

• If offices are not full then reduce/cut things that 
are dependent on them being fully occupied

• What areas of spend can be reduced?
• Ensure your client and insurer money processes 

remain watertight (guidance)

Cont…

• Is WFH is effective in terms of IT equipment, 
networks, cyber threat, etc and what is 
expected of staff and how this will work

• Hold on recruitment

• Encourage staff to take a break

• Repeat - tight control on expenses



23

2. Key clients
• Continue to talk to your top clients personally 

and ascertain how they are
• Inspection issues with plant, etc plus need to 

notify material changes to the business
• Provide whatever help you can in line with the 

help you have been able to secure
• Their value should also be on your risk register 

so plan for the worst and how you would respond
• If you have schemes in affected sectors (leisure, 

entertainment, restaurants, aviation, retail, motor 
trade, etc) you will already have made detailed 
plans for them and you

3. Gov help

• Discuss with your accountant
• Work out what is available and whether 

needed
• Grants better than loans
• VAT usually not an issue
• Tax deferral and business rate relief/grant 

could be useful
• Various loan schemes
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4. Furloughing/staff

• Useful if non-key staff can be temporarily laid 
off as government will pay 80% of their 
salaries for 8 months from 1 March

• No work for you can be done (volunteering)
• Of use if you have a large office and demand 

has fallen - ensure though that social 
distancing is maintained

• For staff who remain - how are they coping 
and how are you supporting them?

• How is home working being managed?
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2nd. Poll

Have you sought help from any 
of the following?
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5. Next stage

• Be honest and adopt various scenarios -
optimistic, realistic and pessimistic

• Depends on how quickly the lockdown will 
ease fully and a return to ‘normal’ happens 
but some businesses will fail and won’t need 
insurance cover

• Discretionary insurances already hit
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6. Pear-shaped

• Keep FCA informed - they prefer early 
engagement and assurance that the 
management team is taking this seriously

• Have a well-considered plan to address 
issues

• Likely that the FCA will be supportive 
provided that there is a low risk of detriment 
to clients

• Keep clients, insurers, bank and staff all 
informed

7. Your own insurance

• Most only cover a notifiable disease if it has 
manifested  itself at, or occurred specifically on 
the insured premises leading to its closure

• Action of government to close down premises is 
not covered

• Some policy wordings are confusing!

• Some do provide cover if a notifiable disease 
occurs within 25 miles of your premises

• PII cover being restricted for brokers!!
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Expectations

• Authoritative declaratory judgment regarding the 
meaning and effect of some BI policy wordings 
where there remains unresolved uncertainty

• Is there is a gap between firms’ and customers’
understanding of what they thought was covered 
by the policy?

• What did the customer request or instruct?

• What was the customer told was being provided?
• Check you have undertaken a proper 

assessment and explained things adequately

Concerns for brokers

• Mis-selling - firms may suggest that they were 
sold the wrong policy 

• Poor advice - there may be allegations that they 
were advised that this level of cover wasn’t 
required, or they assumed this cover was in 
place (suitability of cover included) 

• Misleading or unclear policy wordings, or 
exclusions hidden within lengthy policy 
documents

• Update your Risk Register
• PII cover being restricted
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3rd. Poll

BII claims
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e. Summary

• Be honest and have those difficult 
conversations

• How diverse is your book of business - if 
concentrated in affected sectors this will be 
much more urgent for you

• Keep talking to all stakeholders
• Put back money into the business if this is 

available (or take less out)
• Facilitate local networking - IoD, FSB, 

Chambers, CBI, etc as everyone is in this and 
insurance is at the core of all business
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Let’s hope that we 
are in a much better 
place sooner rather 

than later!

1. New rules effective 18 May 2020
2. Non-Financial Misconduct

Other events…
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Learning objectives

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

• What are the FCA’s expectations right now
• Assessing overall business solvency
• Carrying out a review of all expenditure
• Reviewing exposure to key clients
• Taking advantage of what HMRC is making available
• Furloughing and other staff matters
• Looking ahead to the next stage of any cost reduction
• Does business interruption insurance cover this?

Thank you for listening

Questions and debate please

www.branko.org.uk

(0800) 619 6619


