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Capital and risk management
Adapting to a changing prudential regulatory landscape

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

WHAT’S HAPPENING THIS YEAR?

• By mid-year, we expect final rules on most of the SUK regime, including a streamlined IM application process, 

the removal of capital requirements for TCBs and reduced reporting. While the overall capital release for GI 

firms will be less material than for life insurers, the reforms could nevertheless still benefit them.

• Applying for an IM or PIM under the new rules could be particularly attractive for GI firms that have started to 

underwrite specialty products that require a more nuanced and risk-sensitive approach (e.g. cyber risk), or 

those that could benefit from better use of diversification models. GI firms should also consider the fact that 

IMs are now better understood and third-party model validation more widely available than before.

• The proposals introduce a mobilisation regime and remove TCB capital requirements and localisation of assets 

(separately, HMT will consult on a framework to facilitate the growth of captive insurers in the UK). These could 

all affect the make-up of the GI sector. The TCB proposals could reduce the operational burden for groups 

seeking to establish and maintain a TCB in the UK. Existing GI groups could also benefit from the reforms by re-

visiting the case for operating through a branch instead of, or alongside, a subsidiary.

• The PRA will continue to scrutinise GI firms’ modelling assumptions for claims inflation. Firms will be expected to 

ensure reserves modelling is aligned with claims inflation projections.

• In the medium term, GI firms could consider how the PRA’s Model Risk Management principles for banks may 

affect them since these principles are likely to be applied to insurers once SUK is finalised.

• In the EU, co-legislators reached a political agreement on SII reform following months of debate. The reforms are 

unlikely to be effective before 2026 but insurers will want to start assessing the practical impact of the changes.

KEY CHALLENGES

• The SUK reforms, including proposals to streamline IM rules, may increase some GI firms’ appetite to apply for 

IM approvals (particularly those that have entered new lines of business, have tailored investment strategies or 

are highly diversified). GI firms will need to carry out a cost-benefit analysis to decide whether to apply for an IM 

under the new proposals.

• GI firms need to ensure their reserving models are robust and up-to-date in an uncertain inflationary 

environment.

• Consider the opportunity of applying for an IM to benefit from a more risk-

sensitive capital requirement. This is relevant for firms that are underwriting 

new products that require a more risk-sensitive approach, those with more 

tailored investment strategies that include a wider range of assets, and those 

that might be able to increase their diversification benefit through an IM.

• Update previous cost-benefit analyses to adopt a full IM or PIM approach in 

light of the SUK reforms, considering e.g. the streamlined tests and standards 

in the IM application and the removal of some documentation requirements.

• Identify resource and expertise gaps if considering applying for an IM or PIM.

• Engage proactively with the PRA to clarify any ambiguity in its expectations 

around the new IM application process.
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Assessing the impact of competitiveness reforms and inflation 

• Overseas groups could explore entering the UK market under the new TCB 

regime given the success of the mobilisation regime for banks in prior years.

• Groups with existing UK subsidiaries should explore the potential benefits of 

renewing subsidiary business into a TCB or applying for a TCB authorisation 

alongside the subsidiary under the new rules.

• Review pricing and reserves modelling assumptions to reflect the 

expectations from the June 2023 PRA Chief Actuary Letter and consider 

inflation forecasts.

• Perform actual-vs-expected claims inflation comparisons and analyse e.g. 

claims frequency and severity to spot inadequate inflation allowance.

• Provide technical justification of claims inflation allowance and allocate the 

allowance to specific lines of business to understand reserve deterioration 

drivers in detail.

Assessing the impact of IM reforms
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Implementing the Consumer Duty
GI firms under intense supervisory scrutiny

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

WHAT’S HAPPENING THIS YEAR?

• GI firms will be working towards compiling the evidence and engaging with the Board to produce and approve 

their first Duty compliance report before 31 July 2024. We expect the FCA to scrutinise a sample of the reports 

and challenge weak assumptions, and lack of relevant data and evidence. The FCA will focus on the provision of 

fair value to customers (e.g., commissions, claims handling speed etc).

• So far, GI firms have focused on making the most of their existing data to monitor Duty compliance. However, 

we expect the FCA to challenge firms to augment their data sets to monitor customer outcomes at a more 

granular level, allowing comparison between distinct groups of customers and identification of areas of poor 

outcomes. The FCA has especially emphasised the need for higher transparency in pricing practices and value 

assessments and a swifter claims management process, especially for motor insurers. 

• Embedding the Duty in firm culture will go up the to-do list in the year ahead. GI firms need to consider how 

their governance structures, training, recruitment, remuneration and incentives are aligned with the Duty and 

how staff understand their role and responsibilities in delivering good customer outcomes.

• Customers in financial difficulty remains a central area of focus for the FCA, particularly bearing in mind the 

ongoing difficult market conditions, including high levels of inflation and the cost-of-living increases. The FCA has 

stressed the need for firms not to discriminate against struggling customers. Firms are expected to develop 

specific identification methods, product signposting, and staff training to help these customers.

KEY CHALLENGES

• The FCA has shown willingness to use all its supervisory tools to enforce compliance with the Consumer Duty 

(“Duty”) and GI firms have already seen vigorous FCA action in H2 2023. Low value products such as GAP, legal 

expenses and gadget insurance and other add-ons could become a test case for the Duty’s effectiveness 

following years of warnings and little tangible action by firms.

• GI firms will need to assess the extent of their business model’s reliance on these low value products. Firms’ 

pricing and product strategies will be affected if they are unable to cross-subsidise across the product portfolio.

Embedding the Duty into firm culture

• Establish clear accountability and governance frameworks, focusing on the 

right “tone from the top” to foster an environment where all staff understand 

their role in delivering good customer outcomes.

• Review recruitment processes, training, remuneration and incentive 

programmes to ensure they capture the Duty requirements.

• Provide clear and transparent explanation to the FCA on the provision of fair 

value, especially on commissions, pay-out value and claims settlement speed.

• Review current datasets and conduct MI to evaluate if they are sufficient to 

evidence compliance with the Duty.

• Engage the Board in the process of evidence gathering and allow sufficient 

time for the Duty champion and the Board to challenge the evidence properly.

• Prepare to respond to supervisory challenge over low value products such as 

GAP, legal expenses and gadget insurance and other add-ons. Identify metrics 

and evidence to support why these products are compliant with the Duty.

• Map product and customer profitability to identify potential over-reliance on 

low value products and consider impact on pricing strategies across the 

portfolios.

Identifying and supporting customers in financial difficulty

• Increase efforts to signpost support avenues available for customers – even if 

this support is provided outside of the firm.

• Improve staff training to identify and guide struggling customers.
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Evidencing compliance and greater data needs ahead

Assessing the impact of the Duty on the business
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Conduct
Other conduct considerations for GI firms

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

WHAT’S HAPPENING THIS YEAR?

• In 2024, the UK regulators will publish a Policy Statement on D&I, outlining a set of minimum expectations 

designed to integrate NFM considerations more clearly into F&P assessments, conduct rules and Threshold 

Conditions. Larger firms (with over 250 employees) will also be required to develop, maintain and publicly 

disclose D&I strategies, set targets against key demographics and report data across a range of metrics 

annually. We expect a particular focus on the wholesale insurance market, given the FCA has recently 

mentioned that it “has a long way to go in having an inclusive culture”.

• Following the rapid implementation of the new FCA Policy Statement around MOBI policies at the end of last 

year, firms should continue to carry out in-depth portfolio analysis to identify all customers captured by the new 

definition of a “policy stakeholder”. Optimisation of control and operational processes will need to follow quickly 

on from this.

• In the UK, the IDD has been transferred into the FCA Rulebook without modification, but firms should remain on 

the lookout for changes in this area. The FCA will scrutinise how the rules apply to London market business and 

suggest possible proportionate changes.

• The peer review of the IDD’s POG by EIOPA has highlighted important differences in levels of maturity regarding 

the implementation of IDD across EU jurisdictions and national supervisors will be expected to continue to 

scrutinise firms’ IDD implementation.

KEY CHALLENGES

• Although UK GI firms will be focused on implementing the Duty, other conduct-related initiatives will also 

require attention. Notably, new rules around D&I, NFM and MOBI will require effort to implement in 2024. At 

the same time, FCA scrutiny of GI pricing practices will continue through its evaluation of the effectiveness of its 

previous GI pricing intervention.

• EIOPA may advocate a more stringent implementation of the IDD, but few EU regulators are increasing 

consumer protections, except for the Central Bank of Ireland through its review of the Consumer Protection 

Code.

• Create a psychologically safe environment for employee disclosures and 

develop the right systems for data collection, whilst being open with employees 

about any concerns they have and identify other potential barriers to collecting 

and disclosing sensitive information.

• Assess current D&I policies, targets and metrics, especially in relation to key 

areas of under-representation.

• Embed culture and D&I considerations into the responsibilities of key senior 

managers, including the Chair of the Board and CEO.

• Explore the root causes of the barriers to D&I progress so far. This analysis 

could provide valuable insight to feed into the action plan for implementing the 

D&I strategy and ensure its effectiveness in the years to come.

• Clarify what constitutes NFM and highlight the NFM requirement in internal 

policies, employee contracts, remuneration policies and employee handbooks.

Implementing IDD – POG (EU)

• Expect more challenge from supervisors on compliance with POG rules, and 

engage proactively with them to understand expectations.

• Provide justifications and relevant data to evidence robustness of compliance 

with the POG rules.
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Implementing the new rules for MOBI policies

• GI firms should test the design and operating effectiveness of their 

implementation. Firms which used manual work-arounds to implement quickly 

to meet the 31 December 2023 deadline should build the changes into systems 

and controls to ensure continuing compliance with the requirements.

Enhancing Diversity and Inclusion in the sector
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Climate- & environmental-related 
financial risk and disclosures
Building a cohesive sustainability risk management and disclosures strategy

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

• Join up discrete initiatives related to developing climate risk capabilities and 

integrate them across the business, including e.g. integrating climate modelling 

into strategy planning, the ORSA, and pricing.

• Conduct a gap analysis in terms of evidencing compliance with climate risk 

management expectations - in the UK, this includes the PRA’s SS3/19.

• Review Board MI to ensure it includes appropriate climate-related information 

and metrics to support Board decision-making and challenge.

• Scrutinise data used as inputs into climate risk modelling to ensure that it meets 

the high standards needed to generate senior management confidence and buy-

in across the business. 

WHAT’S HAPPENING THIS YEAR?
• EU and UK GI firms still have some way to go to embed climate risk fully into their risk management frameworks 

(and, for environmental risk, even further). GI firms should prepare to demonstrate that they meet supervisory 

expectations. In our experience, GI firms need to do more to evidence that they integrate climate stress and 

scenario analysis into Board and executive decision-making. The ORSA document and process will be. 

• Climate-related litigation risk will become a more prominent part of the supervisory dialogue in 2024. GI firms 

are not only exposed to litigation risk themselves, but also through litigation against policyholders through 

liability lines of business. It is therefore crucial for GI firms to get on top of this risk this year.

• While EIOPA will continue to explore a dedicated prudential treatment of sustainability risks, we do not expect 

any significant revision of the insurance capital frameworks in 2024 to capture climate risks. Regardless, climate-

related financial risks should now be a “BAU” component of the ORSA.

• We expect several developments on sustainability disclosures in 2024. Larger EU GI firms must prepare reports 

for the first time in FY2024 (for publication in 2025) under CSRD sector-agnostic standards. Additional 

insurance-specific standards have been delayed by the European Commission by two years to reduce the 

reporting burden on firms, but in practice this does not make the immediate task simpler.

• The UK Government has also committed to implementing ISSB standards through the SDS framework and will 

detail its approach in 2024. We also expect the FCA to consult during H1 2024 on making SDS disclosures 

mandatory for listed GI firms from 1 January 2025, and on disclosure of transition plans prepared under the TPT 

framework..

KEY CHALLENGES

• Supervisors will continue to scrutinise the extent to which GI firms can demonstrate that they integrate climate-

related financial risk into their risk management and decision-making in 2024.

• In 2024, GI firms also have to prepare for incoming corporate sustainability reporting requirements in the UK 

and the EU. Many GI firms will need to do a lot of work to meet key reporting deadlines beginning in 2025, with

lack of data a particular challenge.

• Build understanding of legal precedents, capturing historical information while 

also monitoring ongoing or new cases to understand risk.

• Assess individual contract and policy wordings against legal cases to identify 

and understand potential exposures and take action to limit risk.

• Develop strategy to manage climate-related litigation exposures, including 

through exclusions, reinsurance, and re-pricing.

• Set a cohesive disclosure strategy and determine the appetite for adopting 

the various reporting and disclosure regimes available beyond mandatory ones.

• Establish framework for collecting relevant data to be able to disclose mandatory 

metrics and any other metrics needed for non-mandatory disclosures.

• Assess specialist skills needed for actuarial, sustainability and finance functions to 

support reporting and consider the need for assurance processes.

Integrating climate risk management across the business

Getting on top of litigation risk

Developing a sustainability disclosures strategy 

6



Impact Areas

Governance Strategy Finance Operations Control functions 

(Risk/Compliance/IA)

Artificial Intelligence and data
Implementation of new AI frameworks gets underway

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

• The EU AIA will take effect in H1, beginning a phased two-year implementation. It imposes strict requirements 

on the use of high-risk systems and General Purpose AI models. However, AIA technical standards will not 

emerge until later in 2024/25, making impact assessments and compliance more complex. AI developers face 

more substantial obligations than firms that solely deploy AI, including pre-market conformity assessments. 

Defining GI firms’ role(s) for each AI use case – and navigating any grey areas – will be a top priority.

• AIA requirements will intersect with existing regulatory frameworks, such as GDPR and DORA. Identifying and 

addressing tensions and synergies between cross-sectoral and FS rules and the AIA will require careful 

consideration, and the overlaps will vary depending on the specific use cases at hand.

• The UK Government is expected to confirm its proposed non-statutory principle-based AI regulatory approach, 

which will rely heavily on existing technology-neutral rules. To scrutinise AI risks, the FCA, BoE, and ICO will 

leverage key frameworks such as the Consumer Duty, operational resilience, and UK GDPR. GI firms must 

ensure full compliance with these rules through their AI governance and RMFs. For example, GI firms must 

consider the implications of AI on pricing and value under the Consumer Duty, especially given recent 

supervisory interest in discriminatory practices.

• UK regulators plan to publish AI guidance in 2024, which should help GI firms interpret existing requirements in 

an AI context, but exact details/timings are not available yet. In the EU, EIOPA will analyse insurance-specific AI 

use cases to identify potential discrimination risks by the end of 2024 and may also develop guidelines.

KEY CHALLENGES

• The EU AIA, the first comprehensive AI-specific legislative framework, will become law. Compliance requirements 

for high-risk use cases will affect the cost-benefit analysis for current or future use. Strict requirements for AI 

developers will increase the strategic importance of buy or build decisions.

• Global insurers must choose between developing EU-specific AI offerings or applying EU standards universally. 

UK life insurers may choose to adopt specific AIA elements, where detailed guidance on implementing the UK 

outcome-focused framework is currently lacking. 

• Understand exposure to new and existing AI-relevant requirements by creating an 

inventory of current and planned AI use cases, focusing on high-risk ones.

• Determine role in value chain for each use case (developer vs deployer). Investigate 

grey areas resulting from significant customisation of third-party AI systems.

• Create a strategic response plan and clear accountability lines for AI use cases 

affected by the new AIA requirements. If operating globally, decide whether to 

develop EU-specific solutions or apply EU AI governance standards globally.

• Assess the impact of AI-driven insurance pricing on product value, transparency, 

and fairness. Consider potential effects on different consumer categories to avoid 

unfair inadvertent or indirect bias.

Operations

• Ensure that AI systems, IT architecture, and operations comply with regulatory 

requirements for AI. Focus on data governance, model risk management, human 

oversight, transparency, operational resilience, monitoring, and reporting.

• Design or adopt AI systems that support adequate interpretability and review by 

actuarial and underwriting functions. Embed baseline AI knowledge and skills for 

actuaries and underwriters into hiring and training strategies.

Control functions

• Enhance RMFs, policy and procedures to align with AI-specific and technology-

neutral rules. Address potential tensions and interaction between requirements. 

E.g., AI-specific rules vs data and consumer protection or outsourcing rules.

• In the absence of granular regulatory guidance, UK GI firms can look to the EU AIA 

– e.g., concerning data quality and or accuracy - as a benchmark for AI risk 

management frameworks, albeit allowing for tailoring as appropriate. 

WHAT’S HAPPENING THIS YEAR?
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Governance and strategy
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Operational resilience
Last year of implementation

KEY ACTIONS FOR GENERAL INSURANCE FIRMS IN 2024

• Involve Board/top management as early as possible, as they will have to steer 

and approve ambitious policies and hold ultimate accountability.

• Focus on how to demonstrate the effectiveness of plans in real life (e.g., through 

risk-scenario simulation testing) as testing for this dimension will rise in 

importance relative to other priorities such as mapping.

• Maintain an ongoing dialogue with supervisors to reach an understanding on what 

“good” looks like in relation to firms’ size and operational arrangements. As stressed in 

EIOPA’s 2024 workplan, implementing FS operational resilience principles will not only 

be a new task for firms but for supervisors as well.

• Work with industry peers (e.g., through trade associations) to develop a sector-

wide approach to shared implementation challenges, such as negotiating third-

party participation in firms’ own resilience testing.

• New CTP oversight regimes will contribute to generating a more secure 

outsourcing environment, but regulators have been very clear that these new 

rules will not in any way detract from the FS firms’ own TPRM duties.

• Map out supply chains (including nth parties, focusing on their criticality) and work 

towards strengthening supply chain resilience as if nth parties were part of the 

firm/group itself.

• Move from preliminary evaluation to detailed discussions with third parties on 

practical arrangements to ensure their inclusion in key resilience activities, such 

as participation in testing.

WHAT’S HAPPENING THIS YEAR?

• The UK’s operational resilience regime will become fully applicable in March 2025. This means 2024 will be the last 

year for GI firms to embed their new target operating models, remediate major vulnerabilities, and address any 

supervisory feedback. Firms recording significant deviations from peers in their impact tolerances will likely need to 

revisit their framework. The FCA has notably raised concerns about insurers’ level of governance, oversight and 

contingency planning on outsourced services in its 2024 letters to P&C and wholesale firms. It has also stressed 

cyber risk as a priority.

• The BoE, FCA and the PRA will use the feedback gathered during the relevant consultation to finalise their 

proposed oversight regime for CTPs to the FS sector and will also consult on a framework for incident, 

outsourcing and third-party reporting.

• The EU’s DORA will fully apply in January 2025. Similar to its UK counterpart, 2024 will also be the final 

implementation year, during which secondary standards providing key technical detail will be finalised. The ESAs

will submit their final drafts to the Commission in two main batches, due respectively in January and July 2024. 

The Commission will then review and ratify each standard.

• The EU’s Cyber Resilience Act is expected to be finalised by H1 2024. Its applicability to FS is under discussion, but 

chances are that it will complement the DORA, setting minimum cyber resilience standards for digital products.

KEY CHALLENGES

• As operational resilience rules approach their final implementation year, UK and EU GI firms will have to move 

from embedding and building compliance with their respective regimes to demonstrating resilience in practice 

to their supervisors. The new rules will require insurers to reach a new level of maturity in their resilience 

capabilities compared to what they are used to, mainly around scenario testing and vulnerability remediation.

• The DORA’s challenging implementation timeline may add a further layer of complexity, as insurers will likely need to 

begin implementation work before full ratification of secondary standards.

• Finally, new CTP oversight regimes will provide more oversight but will not replace existing and new TPRM duties 

for GI firms, which will still require significant effort.
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Demonstrating resilience maturity in different contexts

Focusing on TPRM

Engaging with supervisors and the industry
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AIA
Artificial Intelligence Act

HMT
His Majesty's Treasury

MI
Management Information

BoE
Bank of England

IA
Internal Audit

NFM
Non-financial Misconduct

CTP
Critical Third Party

ICO
Information Commissioner's Office

ORSA
Own Risk and Solvency Assessment

CSRD
Corporate Sustainability Reporting Directive

TCB
Third-Country Branch

PRA
Prudential Regulation Authority

DORA
Digital Operational Resilience Act

TNFD
Taskforce on Nature-related Financial Disclosures

PIM
Partial Internal Models

D&I
Diversity and Inclusion

TPRM
Third Party Risk Management

P&C
Property and Casualty

EIOPA
European Insurance and Occupational Pension Authority

TPT
Transition Plan Taskforce

POG
Product Oversight Governance

FCA
Financial Conduct Authority

IDD
Insurance Distribution Directive

RM
Risk Margin

FS sector
Financial Services sector

IM
Internal Models

RMF
Risk Management Framework

GAP Insurance
Guaranteed Asset Product Insurance

ISSB
International Sustainability Standards Board

SDS
Sustainability Disclosures Standards

GDPR
General Data Protection Regulation

MA
Matching Adjustment

SUK
Solvency UK

GI firms
General Insurance firms

MOBI
Multi-occupancy building insurance
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