
 
 
 
 
 
 
 
 
 
 
 
                                                        

27 February 2019 

 
HT 2019 – 02 

 
New FCA proposals for value measures 

 

The FCA has set out proposals (in CP 19/8) requiring insurers and some other product manufacturers to regularly report 
general insurance value measures data for publication. The data, including claims frequency, average pay-outs and 

complaints, will cover most insurance products sold to consumers.  
 

The collated information, which will be freely available on the FCA website, is not just to enhance public awareness; firms 
will be expected to use the data for their own product governance, monitoring and development.   

 

Background 
Product value has long been of concern to the FCA. Its add-ons market study showed, in 2014, that poor value in both add-

on and some stand-alone products was a potential source of harm to consumers. Ineffective competition and a lack of 
common measures of value were said to be underlying factors.  

 

Correlating with the findings of the add-ons market study, a thematic review of mobile phone insurance found that product 
governance was not always effective, aspects of products were not designed to meet consumer needs and there were 

examples of poor sales and claims handling practices. And, in 2015, the Competition and Markets Authority report into 
private motor insurance add-ons found poor value in the form of low claims ratios for motor legal expenses, personal 

accident, key cover, extended foreign use and breakdown cover.  

 
The FCA has since run a pilot scheme, collecting and publishing value measures data on GI products for home, home 

emergency, personal accident and key insurances on a sample basis. Two sets of pilot data were published in 2017 and 
2018 covering three data metrics - claims frequencies, claims acceptance rates and average claims pay-outs. According to 

the FCA, these helped to improve transparency and awareness by the industry and the media of different indicators of 
product value and allowed firms to use the data to consider product and oversight improvements. 

 

Action has been taken against firms where the FCA has identified harm caused by poor value products. In 2017, Express 
Gifts Ltd entered into an agreement with the FCA to provide £12.5m redress to approximately 330,000 customers who were 

sold accidental damage and theft insurance for all products purchased from their Ace or Studio brands. In 2018 the FCA 
fined Liberty Mutual Insurance Europe SE £5.2m for failures in its oversight of mobile phone insurance claims and 

complaints handling. 

 
The proposals in CP 19/8 are designed to improve the way the GI market operates broadly by: 

• promoting competition in product value, by creating incentives for firms to improve products and address poor 
product performance 

• protecting consumers by reducing the potential for harm caused by the sale or purchase of poor value or unsuitable 

products. 
 

The scope of data reporting 
The FCA proposes to extend the scope of value measures reporting to include all of the following products: 

 
Motor 

Motorcycle 

Home - Home (buildings and contents) 
Home (contents only) 

Home (buildings only) 

 
Extended warranty – electrical goods 

Extended warranty – furniture 

Extended warranty – motor 
Private medical 

Healthcare cash plan 



 
 
 
 
 
 
 
 
 
 
 
                                                        

Travel – annual multi-trip (European or 

worldwide travel) 

Travel - single-trip 
Pet  

GAP 
Home emergency 

Identity theft 

Dental cover 
Personal accident 

Gadget 
 

Payment protection  

Payment protection (mortgage) 

Motor legal expenses 
Home legal expenses 

Legal expenses (other) 
Key cover 

Breakdown cover (for motor) 

Parts and garage cover 
Excess cover (for motor insurance) 

Tyre cover (for motor) 
 

Products have been excluded where there is a higher risk of the data being misleading (for example no claims bonus 

protection) or where the scale of the business is relatively low (for example, helmet and leathers insurance covering loss 
and damage of motorcycle clothing). Products excluded from scope also include commercial products and insurance 

provided with packaged bank accounts. 
 

Who will need to provide the data? 
The data to be reported covers products sold to UK consumers provided by UK firms, firms based in the EEA and Gibraltar 
and Lloyd’s syndicates. Lloyd’s managing agents would have to report the relevant data on the products for which they 

manage the underwriting capacity. 
 

The FCA wants to relieve the reporting burden on small firms or those that only undertake a small amount of business for a 
certain product. The proposed thresholds for each product per firm are: 

•  where total retail premiums (written) are above £400,000 in the reporting year 

• where there are more than 3,000 policies in force during the reporting year. 
 

UK-based insurance manufacturers and distributors will be required to report the data where the insurer passports into the 
UK on a services only basis. Where there is no authorised provider of the products (for example, for some breakdown cover 

business) the relevant authorised intermediary would be responsible for reporting the value measures data.  

 

What data will be required? 
Firms will need to report on their five largest distribution arrangements and a sixth category capturing the remaining 
business, based on the following metrics as used in the value measures pilot: 

 claims frequency – number of claims registered by firms divided by the average number of policies in force 

 claims acceptance rate – number of claims registered less the number of claims rejected, divided by the number of 

claims registered 

 average claims pay-out – total pay-out for claims (including relevant claims costs incurred by firms) during the 

reported period divided by the number of claims where all or part of the claim has been accepted and a pay-out 
has been made and the claim is closed. 

 
In addition, the FCA proposes a new metric - claims complaints as a percentage of claims. This is in order to highlight 

unfairly rejected claims and claims processes that are difficult to navigate or that create barriers to claiming; this should 
also feed onto concerns about mis-selling and the value of the product generally.  

 

All value measures data would be reportable on an annual basis as at 31 December and published as guidance in bands on 
the FCA website, the bandings being determined by the FCA’s assessment of the claims profile of the different products. 

 

How do the proposals affect product governance? 
As part of the implementation of IDD, on 1 October 2018, the FCA introduced product oversight and governance 

requirements on insurance manufacturers and distributors. These rules cover the design and product approval process; how 



 
 
 
 
 
 
 
 
 
 
 
                                                        

a firm identifies a target market of customers; regular review of product performance; and the sharing of appropriate 

information on products between manufacturers and distributors. 

 
Value measures data should therefore be an important factor in firms’ product governance processes and controls already. 

These can help to highlight a range of potential issues, such as low consumer awareness and understanding of the product, 
unclear sales processes, or where the volume of claims is significantly lower than estimated by the firm as part of the 

product design process. 

 
The FCA proposes to add more product governance rules as part of the value measures initiative requiring firms: 

- to take into account value measures data when monitoring products generally (including existing products) 
- to consider whether their products are likely to offer sufficiently good value to customers in their target market 

- where appropriate, to inform changes in their products. 

 
Firms will have to take the value measures data into account when monitoring products. As a result and where appropriate, 

they must consider making changes. The new requirements will also result in more value data being available on 
competitors’ product ranges, enabling them to compete more easily on value.  

 

Conclusion 
As well as introducing the value measures rules, the FCA has been looking at the value in the ‘distribution chain’ and has 

recently launched a wide-ranging market study examining pricing practices in general insurance. The common aim is to 
address poor product value and reduce the risk of unsuitable insurance products being bought or sold.  

 
The FCA wants the value of general insurance products to improve (e.g. more quality for a given price and/or fewer policy 

exclusions or restrictive conditions) and to deter the sale of unsuitable insurance products while reducing the demand for 

low quality products. This will be assessed by measuring and monitoring how the reported metrics change over time, both 
at a firm and product level. The value measures are not intended to inform customers’ purchasing decisions directly but 

they will provide firms and other users, such as consumer groups and the media with additional useful indicators. 
 

Whether or not the proposed course of action justifies the estimated cost to firms of between £7.5m and £10.5m for one-

off costs and £1m to £1.4m for annual ongoing costs is debateable. The costs the FCA will incur to implement the changes 
is likely to be in the region of £300,000. While the benefits cannot be easily quantified the FCA says, rather optimistically, 

that it expects them to be higher than the estimated costs. 
 

In the meantime firms should be mindful that the regulator is quite prepared to take action against them if they fail to treat 
customers fairly – that includes selling insurance policies that do not provide value for money.  

 

Further information 
FCA website latest value-measures data sets: https://www.fca.org.uk/data/general-insurance-value-measures-data-year-
ending-31-august-2018 
FCA Consultation Paper CP19/8: https://www.fca.org.uk/publication/consultation/cp19-08.pdf 
  

If you would like any help or information on any FCA regulation issues, ICS Services, e-learning or anything 
else we might be able to assist you with, please contact your usual ICS representative, Head Office on 01892 

539600 or admin@insurancecompliance.co.uk 
 

 
 
 The above information is a summary of certain matters which will affect the majority of firms conducting Insurance Mediation and reflects ICS’s views at the 

date of publication. Each firms’ requirements are individual and rules are regularly changing;  it is therefore important that you always seek specific advice from 

ICS before acting on anything contained in this publication. 
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