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LMA9197 - Product Value - Information Exchange Template

The Product Value – Information Exchange Template is designed to assist product Manufacturers and Distributors in meeting the requirements of the FCA PROD rules (PROD 4.2.29 R and PROD 4.2.14 P) relating to information exchange which are shown in the blue boxes below.

Manufacturers and Distributors

The term “Manufacturer” refers to a firm substantially involved in creating, developing, designing and/or underwriting a contract of insurance.  As such, managing agents/insurance companies will always be product manufacturers.  They may be co-manufacturers with a Distributor when the Distributor also meets the definition.

Generally a Distributor will be some form of intermediary, either authorised or exempt by the FCA.  A Distributor would also include introducers.

Requirements and Responsibilities

The fair value assessment is the responsibility of the Manufacturer of a product, which will typically be the insurer unless otherwise agreed with the intermediary in a formal agreement. 

Value means the relationship between the overall price to the customer and the quality of the product(s) and/or services provided.  In order for the Manufacturer to conduct a fair value assessment, information on remuneration and services provided in the chain will need to be provided by Distributors to the Manufacturer.  

Upon request from the Manufacturer it is each Distributor’s responsibility to feed the “required information” via the checklist up the chain.  Distributor 1 should be the Distributor in direct contact with the Manufacturer and the highest Distributor number should be the Distributor in direct contact with the customer.  “Reasonable steps” should be undertaken to request this information from the chain and the first Distributor will provide to the manufacturer, including an outline of any omissions.


Distributor 1 is responsible for the exchange of information with the manufacturer/underwriter (lead underwriter where there is more than one).


In Scope Products

Contracts of insurance that are not contracts of large risk or reinsurance.

Out of Scope Products

Contracts of large risk:

1. (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);
2. (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;
3. (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:

1. (i) balance sheet total: €6.2 million;
2. (ii) net turnover: €12.8 million;
3. (iii) average number of employees during the financial year: 250.

Reinsurance contracts

Bespoke products:

Bespoke products are out of scope and could be considered to be those:

1. which begin with a blank sheet of paper; and
2. where there is no existing ‘product’ used as a base for the product; and
3. where the customer, Distributor(s) and Carrier(s) actively work to construct a bespoke product.

Manufacturer Information


4.2.29 R A firm which manufactures an insurance product, must make available to a distributor:

(1) all appropriate information on the insurance product

(2) all appropriate information on the product approval process; and

(3) the identified target market of the insurance product.

4.2.29A G For a non-investment insurance product, the information required by PROD 4.2.29R should include:

(1) all appropriate information to enable the distributor to understand the intended value of the insurance product established by the firm;

(2) any effect the distributor may have on the intended value that has not been fully taken into account by the firm when assessing value, and therefore which the distributor should take into account; and

(3) any type of customer for whom the insurance product is unlikely to provide fair value.



To comply with this requirement  insurers/managing agents (and MGAs and brokers where they are Manufacturers’ (“Carriers”), should look to supply to the distributor the following types of information for products:

·  on a standalone basis; and where relevant
·  as part of a package.

· Summary information on the POG process and what factors were influential in the Carrier gaining comfort for itself that the product offers fair value.   The document should not merely replicate information in the relevant policy summary or IPID, although it must be consistent with that document
 
· Bundling of products – in order to make the product review and information exchange a manageable task, the FCA allows Carriers to group together “similar” products.

· By “similar”, the FCA means products which provide similar, rather than identical, cover and outcomes.
· This is particularly useful when considering open market risks which could usefully be grouped, e.g. high net worth policies. 

· Unless there are special circumstances, it is suggested that Carriers should consider adopting a proportionate approach which focuses on UK consumers, overseas consumers, then SMEs, before looking at larger commercial risks.

· The information provided by Carriers is likely to be more granular for new products and more concise for existing products.  It should be reassessed on a regular basis, particularly if there are any material changes to the product information considered.

· Where Carriers are co-manufacturers, the Carrier should decide who is best placed to complete the template.  However, the Carrier must always be comfortable with the information the template contains.

· Where Carriers provide premium finance, or arrange for others to do so, they should consider whether, and to what extent, such finance may affect the product value.

· [bookmark: _Hlk84573694]To complete a full fair-value assessment, Carriers will need the data from distributors which may be received after the initial assessment.  However, a starting position that Carriers could take would be to provide product-specific value measures , particularly where such data can be leveraged from their regulatory reporting.


Distributor  Information


4.2.14P R A firm must obtain from any person in the distribution arrangements all necessary and relevant information to enable it to identify the remuneration associated with the distribution arrangements to allow it to assess the ongoing value of the product, including at least:

(1) the type and amount of remuneration of each person in the distribution arrangement where this is part of the premium or otherwise paid directly by the customer, including in relation to additional products (other than where this relates to another non-investment insurance product for which the firm is not a manufacturer);
 
(2) an explanation of the services provided by each person in the distribution arrangements; and
 
(3) confirmation from any firm in the distribution arrangements that any remuneration is consistent with their regulatory obligations including SYSC 19F.2 (IDD remuneration incentives). 

The information provided should include the type and amount of remuneration (including commission and fees) of each Distributor – see definitions below for further guidance.


Definitions

Commission paid for the product.  Do not include any commission whereby the carrier is already in possession of the data including, but not limited to, additional commission such as work transfer or any other commissions.

Fees - whereby an additional fee is paid above the policy level commission by a client such as an administration fee.  A finite figure should be provided e.g. £15 administration fee or administration fee ranging from £10-15.  Do not include fees that are paid in lieu of commission and agreed with customers.  Fees whereby a carrier provides a net quote should not be included.

Reasonable steps - The definition of reasonable steps depends on a distributor’s risk appetite but should be sufficient for the distributor to discharge their regulatory obligations.

Ancillary product – is a product that is not sold in isolation, is offered by the same carrier and where the cost is included as part of the core premium.

Where an ancillary product is sold alongside a core product but has a separate premium this should not be included.

Premium finance will either be dealt with under the Distributor section or Carrier section depending on which party is responsible for the arrangements.

Required information – is the information needed for the manufacturer to complete a fair value assessment and is limited to the descriptions above and the information outlined in the checklist
Guidance
 
· To add value for the Carrier, data reported should not be that which the Carrier already holds, e.g. total commission.

· Where there is distribution via more than one legal entity in the same group, the commissions and services should be split according to legal entity.

· Information on remuneration  should relate to those charged in connection with the specific product(s).

· It is recognised that there may be limitations on the data that distributors  can provide, particularly where there are non-UK distributors in the chain due to local legal restrictions, type of distribution chain, etc.  Therefore, it is accepted that Distributor 1 will provide the data after taking reasonable steps to obtain full information.  Where not all information is available, Distributor 1 should assist the Carrier by providing an explanation as to the limitations on the information available.

· Where a Distributor distributes the same product from the same Carrier to multiple Distributors, it may be prudent to ask for a confirmation from the multiple distributors that their fees are not more than a certain amount, rather than requesting numerical data. 


[bookmark: _Hlk84594350]Product Value - Information Exchange Template
	Carrier name
	Lancashire Group 

	Broker name
	Q Underwriting Services 

	Product name
	Terrorism Combined 

	Reference/UMR [Binder]
	B06032832924

	Reference [Class of Business]
	Terrorism 

	Date
	14/02/25

	Review Date 
	Q1 2025

	Product Rating 
	High



	[bookmark: _Hlk84930005]Manufacturer Information

	The fields below should be completed by the carrier.  The information provided should be sufficient for distributors in the chain to understand the value of the product, the intended target market and those to whom the product should not be marketed.  Other information should be included (if relevant) to advise distributors of how their known or expected actions might affect the value of the product.

	Product information

	
This policy covers an act of terrorism that is defined as an act, including the use of force or
violence, of any person or group(s) of persons, whether acting alone or on behalf of or in
connection with any organisation(s), committed for political, religious, or ideological purposes
including the intention to influence any government and/or to put the public in fear for such
purposes.
This insurance policy insures property against physical loss or physical damage occurring during
the period of the policy caused by damage to property insured by an act of terrorism and/or
consequential loss directly resulting from damage to any building or other property used by the
insured at the premises for the purpose of the business by an act of terrorism.
This product was subject to approval at Lancashire’s Product Oversight Group (including
Compliance members) and has been signed off by Underwriters, Finance and Claims. As part of this approval MI was used to assess and confirm that that the product offered fair value to the end customer.




	Target market

	
The target market is that this product is designed for commercial customers only based in the UK
and will typically only be in force whilst the associated buildings policy is in place.


	Types of customer for whom the product would be unsuitable

	
Non-Commercial (ie. individual consumer) customers.
Customers based outside the UK 
Customers who do not own an associated, in-force, buildings or other buildings (eg. Contents or Machinery) insurance policy.


	Any notable exclusions or circumstances where the product will not respond

	
Damage or Consequential Loss directly or indirectly caused by, contributed to by, resulting from, arising out of or in connection with nuclear detonation, nuclear reaction, nuclear radiation or radioactive contamination, however caused.
Damage or Consequential Loss directly or indirectly caused by, contributed to by, resulting from, arising out of or in connection with by war, invasion or warlike operations, hostile acts of sovereign or government entities, civil war, rebellion, revolution, insurrection, military or usurped power or martial law.
Damage or Consequential Loss directly or indirectly caused by, contributed to by, resulting from, arising out of or in connection with:
1. Any electronic means including but not limited to computer hacking or the introduction of any form of computer virus or corrupting or unauthorised instructions or code or the use of any electromagnetic weapon;
2. Any loss of use, reduction in functionality, repair, replacement, restoration or reproduction of any data, including any amount pertaining to the value of such data.




	Other information which may be relevant to distributors

	This product is designed to be an alternative to the offering provided by Pool Re and therefore is
not a mandatory policy, with other similar product(s) being available.

	Date Fair Value assessment completed
	14/02/25

	Expected date of next assessment
	Q3 2025

	[bookmark: _Hlk86730916]The following should only be completed after the Broker Information section below has been completed and provided by Distributor 1.

	Total commissions
	37.5%

	Total fees
	N/A

	Total other Distributor remuneration
	N/A

	Distributor Information

	The fields below should be completed for all Distributors in the chain.  Distributor 1 should be the Distributor in direct contact with the carrier and the highest Distributor number should be the Distributor in direct contact with the customer.  The information provided should include the type and amount of remuneration (including fees and commissions) of each Distributor, where this is part of the premium or otherwise paid by the customer, for the product.

	Distributor 1 – Q Underwriting (2 channels – Wholesale and PIB Retail)

	Retained commission
	Q Underwriting retained

17.5%
	Q Underwriting (PIB Retail broking Channel) Retained

7.5%

	Fees
	 £40
	No Fee

	Other remuneration
	N/A

	Explanation of activities provided

	Select all that apply:

	Direct – The product is distributed directly to insureds. The broker’s role is to understand the demands and needs of the insured and then obtain quotations from insurers.  
	No

	Wholesale - The broker works on the producing brokers/Appointed Representative instructions paying due regard to the best interests of the end client.  
	Yes

	Advised – the product is sold on an advised basis
	No

	Non-Advised – the product is sold on a non-advised basis
	No

	Claims – the broker provides claims first notification of loss
	No

	Other – please describe
Distribution Channel 1 - Q which is Wholesale Q operate on a non-advised basis and the introducing broker may sell on an advised or non-advised basis. 
Distribution channel 2 which is PIB Retail the individual PIB Brokers sell on an advised basis as they work on the basis that it is a standalone insurance purchase

	Yes

	[bookmark: _Hlk79566965]Information on any ancillary products/activities sold alongside the product which may affect the product’s value.

	Select all that apply:

	Legal expenses
	No

	Gap cover
	No

	Key cover
	No

	Emergency home cover
	No

	Loss recovery (pays for a loss assessor to act on insureds behalf)
	No

	Breakdown cover
	No

	Windscreen cover
	No

	Courtesy car cover
	No

	Risk Management services e.g. health & safety assessment, consultancy
	No

	Premium finance (if offered by the same provider)
	No

	Other – please describe



	N/A

	Information on how the selected products above affect the product’s value

	N/A

	It is confirmed that the above remuneration paid by the customer is consistent with the regulatory obligations of Distributor 1.
	
Yes





	Distributor 2 – Distributed by Q approved Broker partners

	Retained commission
	Q Underwriting (Wholesale Broker)

20% on average
	Q underwriting (PIB Retail broking Channel)

30% on average

	Fees
	Fees vary for each broker in the Distribution chain. A sample review found these to be reasonable and the brokers confirmed the fees charged represented fair value.

	Other remuneration
	None

	Explanation of activities provided

	[bookmark: _Hlk86926390]Select all that apply: These will vary by Broker

	Direct – The product is distributed directly to insureds. The broker’s role is to understand the demands and needs of the insured and then obtain quotations from insurers.  
	Yes

	Wholesale - The broker works on the producing brokers/Appointed Representative instructions paying due regard to the best interests of the end client.  
	Yes

	Advised – the product is sold on an advised basis
	No

	Non-Advised – the product is sold on a non-advised basis
	No

	Claims – the broker provides claims first notification of loss
	No

	Other – please describe
Distribution Channel 1 - Q which is Wholesale Q operate on a non-advised basis and the introducing broker may sell on an advised or non-advised basis. 
Distribution channel 2 which is PIB Retail the individual PIB Brokers sell on an advised basis as they work on the basis that it is a standalone insurance purchase

	Yes

	Information on any ancillary products/activities sold alongside the product which may affect the product’s value.

	Select all that apply: These will vary by Broker

	Legal expenses
	No

	Gap cover
	No

	Key cover
	No

	Emergency home cover
	No

	Loss recovery (pays for a loss assessor to act on insureds behalf)
	No

	Breakdown cover
	No

	Windscreen cover
	No

	Courtesy car cover
	No

	Risk Management services e.g. health & safety assessment, consultancy
	No

	Premium finance (if offered by the same provider)
	No

	Other – please describe



	N/A

	Information on how the selected products above affect the product’s value

	

	It is confirmed that the above remuneration paid by the customer is consistent with the regulatory obligations of Distributor 2.
	
Yes
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