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FCA confirms PRIIPs regulations   

Policy statement PS22/2 sets out the final scope rules 
and amendments to Regulatory Technical Standards in 
response to last year’s FCA consultation on proposals to 
amend the disclosure requirements in Key Information 
Documents (KIDs). This consultation was in response 
to persistent concerns around the lack of clarity on the 
PRIIPs scope, misleading performance scenarios and 
summary risk indicators, and elements of the transac-
tion and costs calculation methodology.  

The key changes to PRIIPs regulation are:  

• Replacement of the future performance  
scenarios with narrative on the factors influencing 
future performance. Guidance has been included to 
support firms with their narrative disclosures.  

• A requirement for firms to upgrade a product’s 
summary performance indicator score if the 
derived score underestimates the product’s level 
of risk. However product manufacturers will not be 
required to notify the regulator of any upgrade, as 
was originally consulted on.  

• Amendments to transaction cost disclosure 
requirements which include the disclosure of  
anti-dilution benefits and the calculation of 
transaction costs for debt securities.  

• Clarification of the scope of the PRIIPs regulation 
for corporate bonds and making it clear where 
certain features do not make them a PRIIP.  

• Inclusion of guidance clarifying what it means for a 
PRIIP to be ‘made available’ to retail investors. 

OAC welcomes the changes having long recognised 
the limitations of the KID in its current form for certain 
types of products, including Holloway contracts. 
Whilst standardisation has provided some benefits to 
consumers in terms of the ability to compare across 
providers, it has been at the expense of context and has 
often required the use of invalid assumptions. 

However, the removal of performance scenarios is a bold 
step and removes the opportunity for consumers to make 
direct comparisons, relying on judgement based on the 
narrative instead.  

The guidance for the narrative says it must, as a minimum, 
provide “a description of the main factors likely to affect 
future returns for the investor, identifying those most 
likely to determine the outcome of the investment and 
other factors which could have a material impact on 
performance”.  

Alongside this the most relevant index or benchmark must 
be identified and an explanation provided of how the PRIIP 
is likely to compare in terms of performance and vola tility. 
Explanation must also be provided as to the types of 
conditions that may generate lower or higher returns and 
losses and a description of the potential ‘outcome’ if the 
PRIIP is paid out under severely adverse market conditions. 

Clearly there is a wide scope for the presentation of  
the narrative between providers, and even bigger  
implications for the interpretation by consumers.  
Identification of a suitable index or benchmark to use 
as a performance indicator is likely to be particularly 
challenging for with-profit providers. We would suggest it 
is unlikely consumers will be any clearer on the potential 
returns they may receive on their PRIIP after  
these changes have been implemented, and there will be a 
wide variance in quality across providers. 

These changes affect all parties manufacturing, selling 
or advising on a PRIIIP and came into effect on 25 March 
2022. Firms have until 31 December 2022 to implement 
these changes and we are now working with our clients to 
develop narrative disclosures and implement the  
new requirements. More information can be found at:
FCA confirms PRIIPs regulations
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Operational Resilience   
Where should firms be now?

The PRA published PS2/22 on 11 March 2022, a few weeks 
ahead of the new operational resilience rules effective 
from end March.  With a focus on CRR consolidation  
entities, the only changes relevant to SII firms are minor 
formatting and clarification amendments.  

More importantly, with effect from 31 March 2022, the 
following are now effective: 

• The Operational Resilience Parts of the  
PRA Rulebook 

• SS1/21 - Operational resilience: Impact  
tolerances for important business services 

• SS2/21 Outsourcing and third party  
risk management 

• Statement of Policy - Operational resilience  

In brief, this means firms must by now have identified 
and mapped their important business services, set 
impact tolerances for these, and implemented a 
programme of scenario testing. They must also now be 
maintaining an updated register of outsourced providers 
and ensuring that reliance on outsourced providers does 
not breach their pre-defined impact tolerances.

Update On The Solvency II Review 

John Glen MP, Economic Secretary to HM Treasury,  
provided insights on the proposed Solvency II reforms at 
the Association of British Insurers annual dinner on  
21 February. 

The key changes proposed with particular relevance for 
OAC’s clients are: 

• doubling the thresholds for the size and  

complexity of insurers before the SII regime 

applies with an opt in for smaller firms 

• a substantial reduction in the risk margin for  

long-term life insurers (around 60% to 70%) 

• liabilities eligible for the matching adjustment  

will include income protection products 

• reforming reporting requirements with the  

reduction in frequency of some reports and 

removal of others 

• a significant increase in flexibility to allow more 

investment in long-term “productive” assets such 

as infrastructure and wind farms

• reassessing the fundamental spread used to  

calculate the matching adjustment. 

These give the best indication yet of how material 
and far-reaching the reforms are likely to be, with an 
anticipated 10% to 15% release of capital currently held by 
UK life insurers. 

Towards the end of March, the PRA hosted a roundtable 
event to inform a future survey of Solvency II insurers on 
reporting and disclosure costs. 

A government consultation is expected during April with 
a detailed consultation by the PRA following later in  
the year. 

Smaller insurers and friendly societies (with a quarterly  
reporting waiver) have already seen the removal of 
external reporting requirements at Q1, Q3, and Q4 which 
applied from December 2021. We are hopeful of further 
reporting reductions to improve proportionality. 



Recently, the IFoA completed their thematic review of 
funeral plan trusts and reported that overall standards of 
advice and compliance are very high. 

OAC has been providing signing actuary and peer review 
services to funeral plan trusts that are preparing for 
authorisation by the FCA, and we fully support the IFoA 
thematic review recommendations, which include the 
following: 

• The IFoA and other regulators should consider 
amending actuarial standards and guidance.   
There should be guidance for standard terminology 
and plain language in valuations (including in 
Solvency Assessment Reports) so that the public 
can more easily compare funeral plan trusts.  
Industry feedback has been positive, urging 
further steps to ensure consistency in Solvency 
Assessment Reports, which funeral plan trusts 
must publish on their websites from July 2022.  

• Actuaries should refine their valuation reports to 
improve how funeral plan benefits are described 
and how assumptions are explained and justified.  

For example, actuaries should be consistent in 
disclosing if they relied on others’ judgment for  
the benefit inflation or tax assumption used.  

• The IFoA should add proportionate content on 
funeral plans to the actuarial syllabus.  

We also read with interest the FCA’s updates on the 
authorisation application status for the 66 funeral 
plan trusts.  42 have submitted their application, 15 are 
transferring their plans to another provider (including 
Mid-Counties Co-op to Central England Co-op), and of 
the remaining 9, at least one (Safe Hands) has ceased 
trading. 

The Financial Ombudsman Service anticipates receiving 
200 funeral plan provider complaints in the 2022/2023 
financial year.  We suggest that, given the number of 
funeral plan trusts that are transferring, this is likely to be 
an underestimation and the plan to resolve only 100 of 
them the same year will lead to delays for the consumer.  

Funeral Trusts Thematic Review (actuaries.org.uk)

IFoA Publishes Thematic Review on  
Funeral Plan Trusts 



Impact of the invasion of Ukraine on the 
UK’s Financial Resilience

In a speech given on 4 April 2022, Jon Cunliffe, Deputy  
Governor for Financial Stability at the Bank of England 
talked about the impact that the Russian invasion of 
Ukraine is having on the UK economy and financial 
stability and discussed the potential impacts on monetary 
policy. 

Accepting the huge uncertainties around the invasion  
itself, and sanctions that may be imposed, there is a high 
likelihood that current inflationary pressures will intensify. 
The Monetary Policy Committee will produce its next full 
inflation forecast in May but current data suggests that 
there may be a 2% increase in inflation over that expected 
when the last forecast was produced in February. 

The risk of further tightening in monetary policy is  
acknowledged, but it is also noted that there is little that 
can be done to offset the current inflationary pressure. 
The long term inflation target of 2% can only be achieved 
by balancing the risk of short term inflation becoming 
embedded in the economy (eg. through salary inflation) 
against the risk of further increasing the squeeze on 
household incomes through measures designed to  
control inflation. 

The risks to financial stability in the UK banking system 
from the Russian invasion and imposed sanctions are not 
deemed to be significant, but higher and more volatile 
commodity prices and the combined impact of higher 
inflation and lower economic activity are more likely to 
have an impact.  

It is worth noting, that as remarked in his speech,  
Jon Cunliffe was the only member to vote against the  
proposed Bank Rate increase, preferring to maintain 
Bank Rate at 0.5%. 

The full speech can be found at the Bank of England web-
site.

FCA publishes 3 year strategy 

In a results focussed strategy, the FCA have set out  
the outcomes they expect all regulated firms to  
deliver across all markets by 2025. For the first time 
they are also publishing the measures against  
which they will be held accountable for their  
own performance.  
 
The strategy focusses on three key areas: 

• Reducing and preventing serious harm 
• Setting and testing higher standards 
• Promoting competition and positive change 

The new strategy and further  
information can be found at  
https://www.fca.org.uk/about/how-we-work

The Continuous Mortality Investigation (CMI) has 
published the latest version of its mortality projections 
model. Due to the outlier of standardised mortality 
experience over 2020 and 2021 (14% and 8% higher than 
in 2019) the standard version of the model does not place 
any weight on these years.
 
The CMI comments “It is unusual to see such a sustained 
increase in mortality – we have to go back to 1940-41 
to find a period as unusual as 2020-2021 relative to the 
preceding five-year average.” 

The impact of the pandemic means the 2020 and 2021 
mortality experience is unlikely to provide a good guide 
to future mortality. In terms of assumption setting for our 
life clients’ valuations we have adopted the CMI’s  
approach of not placing any weight on the most recent 
experience included in our analyses.   

The latest claim inception and termination rates for 
individual income protection published by the CMI are 
based on 2007-2016 experience and are referred to as 
“IP11” tables.  The CMI hope to publish results for 2017-
2020 experience in the second half of 2022.   

As for mortality data, the treatment of morbidity data 
over the pandemic period will be carefully considered.  
OAC carefully consider the publications on experience 
and whether it is proportionate to adopt new tables.  We 
will continue to monitor developments and consider the 
appropriateness of any benchmark alongside the volume 
(and so credibility) of our clients’ claims experience.  

CMI news | Institute and Faculty of Actuaries  

CMI publishes latest mortality projections 
and update on income protection rates 



Monthly statistical update  

The symmetric adjustment has reduced since the 
start of the year and would now result in a 7.8%  
reduction in capital requirements in respect of 
type 1 equity holdings, all else being equal. 

The rates of future (retail price) inflation implied 
by government bonds show a steep fall from the  
current high levels to around 4% in 2 years’ time and 
remaining at that level for a further 10 years.  

Rates then fall to a low of 2.6% around 30 years.  Cost 
of living increases have been a prominent news  
topic and the short-term picture is uncertain.  

The Bank of England targets a 2% inflation rate, 
measured using the consumer price index (CPI).  
Over the last 20 years, RPI has typically exceeded 
CPI by 0.8%. 

The rates used to discount GBP cashflows have  
increased by more than 0.5% p.a. at all terms.  This 
places a lower present value on cashflows both in 
and out.  Where there is an overall net inflow to the 
firm, the present value of these future profits will be 
lower.  

Rates used to discount Euro denominated cash-
flows are noticeably different – the very short term 
rates are only slightly less negative than they were 
at the end of 2021, but quickly become positive 
and the increase in rates begins to narrow after  
20 years.

Implied Inflation  

Symmetric Adjustment   

Yield Curve    
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Progress with confidence

We’ve been delivering independent expert advice and 

practical solutions to the financial services industry for 

over 20 years. Our clients represent the full range of 

financial organisations within the UK, as well as many 

within other countries around the world. We are proud 

to have been recognised along the way by winning  

numerous industry awards and accolades.

 

We believe our success is about so much more than 

simply helping organisations overcome issues or  

challenges. It’s about building genuine relationships, 

based on trust and personal, bespoke support. After all, 

in the complex world of financial services, a little  

reassurance goes a long way.


