FSA 2004/07

CONDUCT OF BUSINESS SOURCEBOOK (CONSEQUENTIAL
AMENDMENTS ON INTRODUCTION OF ICOB) INSTRUMENT 2004

Powers exercised

A The Financial Services Authority makes this instrument in the exercise of the
powers and related provisions in or under:

(1) the following sections of the Financial Services and Markets Act 2000 (“the
Act”):

(a)section 138 (General rule-making power);

(b)section 139(1) and (4) (Miscellaneous ancillary matters);
(c)section 145 (Financial promotion rules);

(d)section 147 (Control of information rules);

(e)section 156 (General supplementary powers);

(f) section 157(1) (Guidance); and

(g)section 238(5) (Restrictions on promotion);

(2) regulation 2 of the Financial Services and Markets Act 2000 (Fourth Motor
Insurance Directive) Regulations 2002 (SI12002/2706).

B The rule-making powers listed above are specified for the purpose of section 153(2)
of the Act (Rule-making instruments).

Commencement

C  This instrument comes into force on 14 January 2005.
Amendments to the Conduct of Business sourcebook

D  COB is amended in accordance with the Annex to this instrument.
Citation

E  This instrument may be cited as the Conduct of Business Sourcebook
(Consequential Amendments on Introduction of ICOB) Instrument 2004.

By Order of the Board
15 January 2004



Annex

In this Annex, underlining indicates new text and striking through indicates deleted text.

1.2 General application: who?

1.2.1 R COB applies to every firm in respect of the activities set out in COB
1.3.1R, except that:

1.2.1A G Ifafirm engages in insurance mediation activities for non-investment
insurance contracts, ICOB applies and COB does not apply.

1.3 General application: what?
1.3.1 R COB applies to firms with respect to the carrying on of:

(1) all regulated activities except:

(@)  regulated mortgage activities; or

(b) to the extent that a provision of COB provides for a
narrower application; or and

(¢) insurance mediation activities in connection with non-
investment insurance contracts; and

(2)  unregulated activities to the extent specified in any provision of
COB.

132 G (1)

(2) Most of COB applies in relation to regulated activities,
conducted by firms, which fall within the definition of
designated investment business. In relation to depositspre

profectoncontractandgeneralinsratce-econtraets, COB has

only limited application.

(8) ICOB applies to a firm in relation to insurance mediation
activities in connection with non-investment insurance
contracts.

1.4 General application: where?

Long-terminsurance-businessLife policies
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1.4.7 R In addition to the situations in COB 1.4.2R and COB 1.4.3R, COB 6
(Product disclosure and the customer's right to cancel or withdraw),
other than COB 6.3 (Post-sale confirmation: life policies) and COB

6.9 (With-profits guldes) applies in relation to fong—term-insuranee
business life policies Yf the habitual residence of the client is in the

United Kingdom.
. 1 busi
1.4.8 R [Decleted]in addition to the sitvations in COB 142R and COB
United K & o 7

3.2 Application: what?

Financial promotions for deposits and-centracts-ofinsurance-which-are-not
hfepelietes-, pure protection contracts which are long-term care insurance
contracts and certain reinsurance contracts

323 R To the extent that a financial promotion relates to ene-or-meore-ofthe
feHowtne:
(1) adeposit; or
(2) a-generalinswrance-contract;pure protection contract which is

a long-term _care insurance contract or reinsurance contract
covering a person against all or part of his loss in relation only
to an obligation taken on by him under a long-term insurance
contract which is not a non-investment insurance contract;

only COB 3.1 to COB 3.5 and COB 3.8.4R to COB 3.8.6G and COB
3.14 apply, unless the financial promotion relates to a cash deposit
ISA in which case COB 3.9.6R(1) and COB 3.9.8R also apply.

Financial promotions for non-investment insurance contracts

3.2.3B R This chapter does not apply to a firm to the extent that a financial
promotion is 1n respect of a non-investment insurance contract (but
see /COB 3 (Financial Promotion)).

3.8 Form and content of financial promotions

" The current definition of life policy does not include long-term care insurance. However we are
consulting on an amendment to the definition which would include long-term care insurance in CP200.
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3.8.6

3.9

393

394

Non-real time financial promotions: guidance for deposits;general
insuranee-and pure protection policies which are long-term care insurance

contracts

G When designing non-real time financial promotions relating to

depositssgeneralinsurance-contraets Or pure protection contracts

which are long-term care insurance contracts with a view to

complying with the general requirements of COB 3.8.4R, firms may
find it helpful to take account of:

(1)  (for deposits) the British Bankers' Association/Building
Societies Association Code of Conduct for the Advertising of
Interest Bearing Accounts;

(2)y  [Dcleted] Hor general insurance contractsy the General
InsuraneeStandards-Counel-Code:

(3) (for pure protection contracts which are long-term care
insurance contracts) the ABI Life Insurance (Non-Investment

Business) Selling Code of Practice.

Direct offer financial promotions

G  Table: Location of the provisions applicable to direct offer financial

promotions

This table belongs to COB 3.9.2G.

(1) Exemptions for deposits-general-insuranee COB 3.94G

eentraets, pure protection contracts which are
long-term care insurance contracts and certain

reinsurance contracts

Exemptions
G  Firms are reminded that under COB 3.2.3R:

(1) COB 3.9 does not apply to a direct offer financial promotion
relating to:

(a)
(b)

a deposit (except a cash deposit ISA); or

a general-insurance-contract; pure protection contract

which is a long-term care insurance contract or certain
reinsurance contracts; and
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COB 3 Annex 1
An overview of some of the main exemptions contained in the Financial Promotion
Order G

1

Table

This annex belongs to COB 3.2.7G(2) and summarises some of the main exemptions
in the Financial Promotion Order. 1t is not an exhaustive list and does not seek to
replace the Order itself.....

References to articles are to articles of the Financial Promotion Order and to
paragraphs are to paragraphs of schedule 1 to the Financial Promotion Order. For
non-investment insurance contracts, firms should refer to /COB.

4.1 Client classification

Application

411 R (1)
(2)

Purpose
4.1.3 G (1
)

For the purposes of COB only, the following provisions in COB
4.1 also apply to a firm intending to carry on, or carrying on,
any other regulated activity to which COB applies:

Some of the rules in COB relating to activities other than
designated investment business are disapplied if the activity is
carried on with or for a market counterparty rather than a
customer, for example rules in COB 6.8 (Insurance contracts:
life and-general-policies). For guidance on how a firm carrying
on these other activities may approach client classification, see
PRIN 1.2.4 G (Classification: other activities).
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6.7

6.7.1

6.7.2

6.7.5

Cancellation and withdrawal
Application
R COB 6.7 applies to:

(1) aproduct provider except when providing a non-investment
insurance contract,

(2) an insurer which provides pure protection contracts which are
long-term care insurance contracts;

The firms in COB 6.7.1R (except those in COB 6.7.1R(3)) are
product providers, insurers, deposit-taking firms or stakeholder
pension scheme operators, that is, the firms responsible for issuing
life policies, selling units, 1ssuing long-term insurance contracts_other
than non-investment insurance contracts, accepting deposits for ISAs,
or acting as operators of stakeholder pension schemes.

Table Cancellable investment agreements.

This table belongs to COB 6.7.4G.

Cancellable investment agreements

Post-sale right  Pre-sale right Maximum
to cancel? to withdraw? period of
reflection

A. Agreements where the right arises regardless of whether advice
is given

pension
contract

pure protection Yes No 14 days *
contract which

is a long-term

care insurance

contract
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6.7.15 R  Table: Cancellable investment agreements — life

This table belongs to COB 6.7.7R(1).

Cancellable investment agreements

Investment agreements for a long-term insurance contract for which
an individual customer has:

Column 1 Column 2

a right to cancel under COB
6.7.7R(1) (subject to column 2)

C. Pure protection contract
which is a long-term care
insurance contract.

6.7.16 R  Table: Notes to cancellable investment agreements — life

This table belongs to COB 6.7.15R.

Notes to COB 6.7.15R:
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Notes to COB 6.7.15R:

2. Multiple agreements: Where a customer enters into a set
of investment agreements at the same time (for example,
the different components held within a maxi-IS4 and with
the same firm (or another person in the same marketing
group as that firm)), and that set is being purchased to
fulfil one investment objective of the customer, the firm
may treat the multiple agreements as being one agreement
for the purposes of COB 6.7. But if it does so, the firm
must ensure that the customer retains the right to cancel
each investment agreement separately. See also COB
6.7.37R in relation to a maxi-ISA. This note applies also

to a group of life policies contracts-ofinsurancesfor
exampleterm-assurance-contraets which have been

established as part of a specific marketing arrangement.
Such an arrangement may not have an investment
objective. The cancellation rights for any non-investment
insurance contracts are set out in /ICOB 6.

6.8 Insurance contracts: life and-general-policies
Application

6.8.1 R COB 6.8 applies to a firm which effects or carries out pureprotection
eontracts-life policies-ergeneralinsurance-contraects.-

Purpose

6.8.2 G (1) Principle 7 (Communications with clients) requires a firm to
pay due regard to the information needs of its clients. This
section reinforces Principle 7 by requiring certain information

1o be provided to-a ¢fient betore a pure protection contract or
seneral-inswrance-contractis-entered-into—Certaininformation
must-alse-be-previded-on a continuing basis to a client with a
prreprotection-—contractor life policy. (COB 6.1 to COB 6.5

deal with pre-sale information for /ife policies).

(2) This section implements certain requirements of the Feurth
Motornsurance-and-the Third Life and-Non-Life Directives.

(3) For general-non-investment insurance contracts, firms should

refer to /COBmaytndithelptltotakenecountotthe
. . L the G 1 Standard

" "
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6.8.3 R Deleted | Afirm-must-ensure-that-before-entering into-apure

o :de the EE L hei - the United-Kinodon
6.8.4 R [Decleted]The intormation required by COB 6.8 3R must be:

f 5 horised byl 53 J i bol 13::; 1
it being | hes 1 .

Pure protection—econtraetsand-1Life policies: Information to be provided

during the term of the contract

6.8.7 R If during the term of a purepretection-contract-or-life policy entered
into on or after 1 July 1994 there is any proposed change in the

information referred to in COB 6.5.49R items (1) to (12), the long-
term insurer must inform the policyholder of the effect of the change
before the change is made.

6.8.8 R If a pureprotection-econtract—or—life policy entered into on or after 1

July 1994 provides for the payment of bonuses and the amounts of
bonuses are unspecified, the long-term insurer must, in every
calendar year except the first, either:

6.8.11 G [Deleted]

nen —aH B 3 V< H "— H S
provided before the sale e; a.ge;”ei “ .”’“‘”I e ele”“ et I; h|85

eontract:
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6.8.12

6.8.13

6.8.14

6.8.17

6.8.18

6.8.19

R [Deleted] Before-enteringinto-ageneralinsurancecontract-with-an
o dividualwhen the Linited Kinedonis the-s therish—ot 4

2 12 do the individ ]j.]: J J
@ ) ) ) ) ine
ate, P i i g ’ .
]”.i ) - . l'i | jl' ; ”g, ol
to take legal proceedings: and

o hetherthe Licnholder iled
which-the firm propeses-to-choose:
R Dele?edl@QB—é—S4—2—R—dees—Het—appl-}#}Hh%eeﬂ&aet—has—been

O3 a' a nfoermed
G Dy CHd

a he 7 on-—bheh a
O O v, cl O cl 7

R Where a pureprotectioncontract, life policy ergeneral-insurance
eontract 1S effected jointly, the information required by €0B-683R;
COB 6.8.7R5-or COB 6.8.8R;-6+-€OB-6-8-12R may be sent to the first
named customer-.

Record keeping

R A firm must make an adequate record of information provided to a
customer under COB 6.8 and retain that record for a minimum period
after the information is provided of:

b six years inthecase-ofapureprotectioncontract-ortife potiey:
or
M Vehicle Liabilitv . elai .
G & [Deleted] ith i
. ves) i
. " t ,} Pl , hielo I igi.l.
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6.8.20 R [Dcleted|Fhre-Socictr—mustensurethat-Ro-nrenrbercarries-onmoror
hicle ticbilifi bssi Llovd'sun] L

6.821 R & [Deleted|When-awmotorvehiete liability-insnrer-appointsa
Lo e el

6.8.22 R [Deleted |Awmotorvehicte tiability-insurer-mustensure-thateach
i e is:
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FEA-Stette:
6.8.23 G [Deleted|€OB-6-822R(3)-doesnotprevent-a—claimsrepresentative

6824 G

6.8.25 G [Deleted]Fhe-appointment-ofa-claimsrepresentative-doesnotin
isalf . | . ol | | .
establishment(see-article 4(8)-of the Fourth-Motor-tnsurance
Direetive).

Motor Vehicle Liabil o ,

6.826 R 4 [Deleted]Withinthree-months-ofreceiptof a-claimfor- damages
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substantiates-or-supports-the-amounts-claimed:

6.827 R B [Deleted]|Hthemotorvehicte tiability-insurer-orits-clains

plusfourpereent:
6.8.28 R [Decleted|A-motorvehicletiahititv+insurerwitbbe-takento-have
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6829 G &

12.1 Application

12.1.1 R This chapter applies to a firm when it carries on any of the following
activities:

(1)

(4) communicating or approving a financial promotion in relation
to:

(a)

(c) effecting or carrying out eontracts-ofinsurance life
policies written at Lloyd's; or

12.1.15 R Table: This table applies COB to firms when carrying on the activity
to which COB 12.1.7R(2) relates except where /COB applies
in relation to non-investment insurance contracts.

Application

1

6.8 Insurance contracts — life ~ Applied

policies and-general

12.1.16 G The tables at COB 12.1.17G to COB 121.21G are provided to help
firms when carrying on those activities to which this chapter applies
locate those €88-rules that are particularly relevant to their activities.
Firms should be aware that these tables may not include all rules
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which apply to an individual firm as these will vary depending on the
firm's particular circumstances and that there may be other €85-rules
that apply.

12.1.20 G Table: Location of rules of particular relevance to a firm managing
the underwriting capacity of a Lloyd’s syndicate as a
managing agent at Lloyd’s.

This table forms part of COB 12.1.16G

Chapter Description

COB 6.7 Cancellation and withdrawal
COB 6.8 Insurance contracts — life policies and-general
ICOB Insurance: Conduct of Business Sourcebook

Schedule 1
Record keeping requirements

3 Table
Handbook Subject Contents When record Retention
reference of record of record must be made period
COB Firm effecting Adequate After 6 years
6.8.18R(1) or carrying out details of information
pure protection information provided
contracts which provided
are life policies
cOoB Eirm-effeeting Adequate Adfter 3years
g ded f
contraets
Schedule 4
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Powers Exercised
1 Table: G

The following powers and related provisions in or under the Act have been
exercised by the FS4 to make the rules in COB:

Regulation 6(1) of The Open-Ended Investment Companies Regulations 2001

Schedule 5
Rights of action for damages

4 Table:

Chapter/ Section/ For For other

Appendix  Annex Paragraph | private Removed person?
person?

16 COB Consequential
amendments



