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This paper is in response to members’ requests to provide a summary of good practice within 
one source document and is based upon the Society of Insurance Broking’s understanding of the 
regulator’s rules and current stance. Whilst a summary, it is not intended to be exhaustive and 
should not be relied upon at the exclusion of other sources of information.
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Are we drowning in regulation? A recent survey by Ecclesiastical Insurance found that 
90% of brokers found that new regulation was overly ‘burdensome’ and 82% said the 
benefits would not outweigh the resource needed to comply. 

This is a shame, because regulation like the Insurance Distribution Directive aims  
to ‘strengthen the confidence of consumers’ – which is something that should be  
in everyone’s interests. 

This guide aims to help professionals focus their efforts on aspects of regulation that 
will help them take stock of their business and increase public trust. It also aims to 
present a ‘no dramas’ approach to the directive. This should help firms to understand 
that they may already be doing most of what they need to do to comply with the IDD, 
so they should not panic and introduce new systems and procedures if all that  
is needed is to freshen up the efforts that they are already making. 

Sometimes people assume that following the spirt of the rules is more difficult than 
following the letter of the rules, but often the opposite is true. Following the spirit 
of the rules increases trust and makes it easier to business in the long run. Following 
the letter of the rules often leads to unhelpful arguments about scope and creates 
unnecessary bureaucracy. 

With any luck, this guide will help to swell the 18% of advisers who believe that 
regulation provides enough benefits to wipe its face. 

This paper is in response to members’ requests to provide a summary of good practice 
within one source document and is based upon the Society of Insurance Broker’s 
understanding of the regulator’s rules and current stance. Whilst a summary, it is  
not intended to be exhaustive and should not be relied upon at the exclusion of  
other sources of information.

Foreword

Liz Foster

Non-executive Managing 
Director of the Society  
of Insurance Broking
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Introduction to the IDD
What is the IDD?
The Insurance Distribution Directive (IDD) is a revision of the Insurance Mediation Directive (IMD), which was introduced 
by the FSA in 2005. Its aim is to introduce a new requirement for staff who sell, advise on and transact insurance 
contracts for all types of insurance customers.

Why was the IDD introduced?
The EU authorities wanted to ‘to strengthen the confidence of customers’ by improving minimum standards in key  
areas such as customer information, training and product governance. They were particularly interested in setting high 
minimum standards for conduct regulation for direct sales by insurance companies. This is because, before the IDD, 
there was very little regulation at EU level for this form of distribution.

How are the standards in the IDD different from existing regulation?
The IDD’s aim of ‘strengthening the confidence of customers’ is very similar to the FCA’s aim to ensure ‘that consumers  
can trust that firms have their best interests at heart’. As a result, it is not surprising that many of the IDD’s standards 
are very similar to existing FCA standards. 

There are some differences, however, in exactly what firms are required to do to comply with these principles.  
The key differences are:

 Continuing Professional Development

•  All staff who are directly involved in selling or administering insurance will need to do at least 15 hours of continuing 
professional development (CPD) per year. 

•  CPD can include courses, e-learning and mentoring as well as attending training events and conferences. However, 
training should be ‘facilitated’, meaning that staff should not simply be left by their manager to learn ‘on the job’. 

•  This CPD must cover a set of topics that are listed in the Directive, in a way that is appropriate for each role within  
a company. For general insurance, this includes:

 – terms and conditions of the products being sold;
 – the insurance market and laws governing insurance distribution; 
 – claims handling, complaints handling, assessing customer needs, appropriate financial competency; and 
 – business ethics standards including the management of conflicts of interest.

 Information for Customers

• Firms must state what type of firm they are (intermediary or insurer) and whether they provide a personal 
recommendation.

•  General insurance firms in the retail and small corporate market must provide clients with Insurance Product  
Information Documents, similar to Key Features Documents.

• Firms must supply clients with the nature and basis of remuneration received.

• Brokers must say whether their recommendation is based on a ‘fair and personal analysis’ of the market, or if they 
have an exclusive agreement to sell the products of one or more companies (in which case, they must disclose all the 
companies involved in that exclusive agreement). If brokers do not fit into either of these two categories, they must 
give the client the names of the providers with whom they pay conduct business..

 Suitability

•  Firms that sell insurance on a non-advised basis must make sure that the product they are selling fulfils the customer’s 
most fundamental needs. On non-advised sales, the FCA has said:

  “we do not expect firms to carry out a detailed investigation of the customer’s circumstances, but they should identify 
their demands and needs, and ensure that the contracts proposed provide cover that meets those demands and 
needs. For example, we would expect a firm which sells motor insurance on a non-advised basis to ask the customer 
questions about the level of cover they require, the amount of excess they are prepared to pay, and the type/amount 
of their driving (amongst other relevant things). They should then limit their product offering to those which would 
meet these specified demands and needs”.

•  Demands and needs statements must be supported by specific information supplied by the customer.
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•  There are new duties on insurance companies that are selling products through companies that are not authorised 
by the FCA. For example, insurance companies are responsible for ensuring that sales are made in the customer’s 
best interests, that the rules on cross-selling are obeyed, and that the customer’s demands and needs are established 
through questions.

• Rules on conflicts of interests are slightly more prescriptive compared to FCA rules, and require firms to identify  
and prevent conflicts of interest, and, if this is not possible, to disclose the nature or sources of the conflict.

There are also changes to the scope of the rules. The EU authorities wanted to create a level playing field across all 
forms of insurance distribution, so they made the scope of the directive very wide. In some ways, it is more useful  
to think of this as the insurance conduct directive, because it goes a long way beyond distribution. 

How is the scope of the directive different from existing regulation?
Some of the key changes in terms of scope are:

• The 15-hour CPD requirement includes people involved in:
 –  selling and advising on insurance;
 –  introducing insurance;
 –  doing administrative tasks connected with insurance (for example, in a claims role); or 
 –  shortlisting products as part of a selection process (such as price comparison websites).

• The directive introduces a new category of insurance settler called ‘Ancillary Insurance Intermediaries’.  
These include car dealers and travel agents that sell or introduce insurance as a sideline to their main business.

• The directive introduces new product governance requirements, which are very similar to the FCA’s product 
governance requirements. However, for the first time these requirements apply to distributors as well as insurance 
companies. For example, all distributors must provide information to insurance companies about product performance 
and complaints. In addition, the FCA has confirmed that distributors that are involved in the design of a product – for 
example, by setting product criteria for providers – must ‘agree with the insurer their share of responsibilities under the 
product manufacturer requirements’.

This table summarises the scope of the directive:

Definition from Directive (EU)2016.97 Art.2 1(1) We understand this to mean…

All firms involved in the “advising on, proposing, 
or carrying out other work related to contracts, or 
concluding such contracts”

• Insurers and reinsurers 

• Insurance brokers 

• Banks and building societies that sell insurance 

• Financial advisers

“those assisting in the administration and performance of 
such contracts, in particular in the event of a claim”

• Claims management companies

“the provision of information concerning one or more 
insurance contracts in accordance with criteria selected 
by customers through a website or other media and the 
compilation of an insurance product ranking list, including 
price and product comparison, or a discount on the price 
of an insurance contract, when the customer is able to 
directly or indirectly conclude an insurance contract using 
a website or other media”

• Aggregators and other price comparison websites

“Ancillary insurance intermediaries” 

• The firm’s principal professional activity is not insurance 
distribution; 

• The firm only distributes insurance products which are 
complementary to goods and services they provide as  
their primary professional activity; and 

• The insurance products concerned do not cover 
life assurance or liability risks, unless that cover 
complements the good or service which the 
intermediary provides as its principal professional 
activity.

• In-Scope AIIs 

• Car dealers 

• See FCA Perimeter Guidance

• See Chapter 6 of FCA Policy Statement 17/7 for a 
useful discussion about the FCA’s approach to in-scope 
Alls (including in-scope connected travel insurance 
providers) and out-of-scope Alls
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What is the timetable for the Insurance Distribution Directive?
The IDD will be implemented on 01 October 2018.

Good Practice
While each firm will have to determine for itself the exact set of actions that it needs to take to comply with the IDD,  
there are four approaches to the legislation that can make compliance more effective and less onerous for firms. 

1. Start with the IDD principles and use them as an opportunity to review the way you do business

Competence and ethics are at the heart of professionalism, and these are also the founding principles of the IDD  
and its aim to strengthen consumer confidence. The similarity between the IDD and the CII Code of Ethics is very clear:

The IDD is a good opportunity to think through these duties around competence and integrity. If you are genuinely 
delivering according to these professional principles, compliance with the IDD should be a question of recording and 
providing accurate and timely information to customers and the regulator, rather than changing your business model  
in any fundamental way. 

2. Approach questions of scope by asking what you do already

There are some grey areas around the scope of IDD. For example, the training rules apply to people who carry out 
‘distribution activities’ and Article 2 of the directive defines distribution activities as, ‘advising on, proposing, or carrying 
out other work preparatory to the conclusion of contracts of insurance, of concluding such contracts, or of assisting  
in the administration and performance of such contracts, in particular in the event of a claim…’ This appears to cover 
almost all aspects of insurance. 

The preamble of the directive, however, says ‘all employees directly involved in the distribution activity should be 
expected to possess an appropriate level of knowledge and competence, with certain exceptions, such as for those who 
are devoted solely to administrative tasks’. It is not always easy to assess where the boundary lies between ‘assisting in 
the administration’ of insurance (which is within the scope of the IDD) and doing work ‘devoted solely to administrative 
tasks’ (which is outside the scope of the IDD).

Possibly the most efficient way to resolve these marginal issues is to ask, ‘What do staff already do?’ To go back  
to the example of training, it may well be that:

• these members of staff already do 15 hours’ worth of training a year;

• this training is proportionate to their role; and 

• the training ensures they are competent to do their role.

If this is the case then the effort involved in bringing these staff into the scope of the IDD will only extend to maintaining 
records to demonstrate that they have done 15 hours of relevant ongoing training. It is likely, therefore, that treating 
members of staff as being within the scope of the IDD will involve less cost and management time than agonising over 
where exactly the line between ‘in scope’ or ‘out of scope’ activity lies.  

IDD Principles CII Code

‘Insurance distributors [must] always act honestly, fairly 
and professionally in accordance with the best interests  
of their customers.’

‘Act in the best interests of each client.’

‘insurance and reinsurance distributors and employees 
of insurance and reinsurance undertakings carrying out 
insurance or reinsurance distribution activities [must] 
possess appropriate knowledge and ability in order to 
complete their tasks and perform their duties adequately.’

‘You must provide a high standard of service…. ensuring 
your knowledge and expertise is kept up-to-date and 
relevant for your work’
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3. When assessing training needs, don’t forget to cross reference the training you give with the expectations 
of the IDD

One new aspect of the IDD is that it set out categories of knowledge that people are expected to understand.  
As mentioned earlier, for general insurance this includes:

• terms and conditions of the products being sold;

• the insurance market and laws governing insurance distribution;

• claims handling, complaints handling, assessing customer needs, appropriate financial competency; and 

• business ethics standards, including the management of conflicts of interest.

Individuals only need to know about these elements in a way that is appropriate to their role. So, for example, a broker 
would be expected to know much more about the terms and conditions of a product than an introducer. However, you 
should be prepared to show how the CPD covers these categories, where relevant, as well as the fact that individuals 
have spent 15 hours on CPD.

4. Make sure your approach to product governance is co-ordinated with business partners

Brokers that take part in the design of a product will have to agree with insurers who is responsible for each part  
of the product governance process. This agreement must cover:

• setting up an approvals process for new or amended products;

• specifying a target market for each product and assessing all relevant risks to the target market; 

• developing a distribution strategy and taking reasonable steps to ensure the product reaches the target market; and

• regularly reviewing products to make sure the distribution strategy and target market are still appropriate.

Brokers that do not take part in the design of a product, but who simply recommend it to clients, also have 
responsibilities under the product governance requirements. They must ‘have in place adequate arrangements to obtain 
information about  
the product and the product approval process, and to understand the identified target market’.

Conclusion
The IDD is a major piece of legislation, and whatever happens with Brexit, its principles will form the backbone of UK 
general insurance regulation for years to come. Until Brexit formally takes place, the UK still has to fulfil its Treaty 
obligations by implementing existing EU regulation. 

There are specific requirements in IDD that mean firms will have to do things differently – from the way they record 
ongoing training to the way they communicate to customers about demands and needs. The scope of the IDD is 
complex, and people will be arguing about perimeter issues for a long time to come. Even if the FCA fundamental 
review of its handbook post-Brexit reveals some streamlining, there will be many elements of regulation that need to  
be retained because they either comply with international regulatory initiatives or retaining them would make it easier 
for businesses to operate both in the UK and the EU.

However, the spirit of the IDD is very close to the aims and principles of the CII Code of Ethics and the FCA Handbook.  
As a result, an approach to compliance that embraces these common principles will go a long way to satisfying the 
requirements of the IDD. 
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Appendix – Primary Source Material
EU Authorities

Date Name Summary Link

January 2016 Insurance Distribution 
Directive

Directive containing high 
level requirements on scope, 
registration, freedom of services, 
organisation requirements, 
conduct of business, sanctions  
and reporting.

https://eiopa.europa.eu/
consumer-protection/
insurance-distribution-
directive

September 2017 Product oversight and 
governance regulations

Responsibilities for 
manufacturers and distributors 
of insurance for product 
governance.

https://eur-lex.europa.eu/
legal-content/EN/TXT/
PDF/?uri=CELEX:32017R2
358&from=EN

March 2018 Directive on the date of 
application of transposition 
measures

Changed the implementation 
date from 23 February to 01 
October 2018.

https://eur-lex.europa.eu/
legal-content/EN/TXT/
PDF/?uri=CELEX:32018L0
411&from=EN

Other EU-level publications on technical aspects of the IDD, including its application to life products, and the Product 
Information Document can be found at https://eiopa.europa.eu/consumer-protection/insurance-distribution-directive.

HM Treasury

Date Name Summary Link

January 2017 Treasury Consultation HM Treasury consultation – 
largely around the precise scope 
of the legislation.

https://www.gov.
uk/government/
consultations/
transposition-of-the-
insurance-distribution-
directive

January 2018 Treasury CP HM Treasury response to 
the issues raised during its 
January 2017 consultation on 
implementing the directive.

https://assets.publishing.
service.gov.uk/
government/uploads/
system/uploads/
attachment_data/
file/673963/IDD_
Consultation_Response.
pdf

https://eiopa.europa.eu/consumer-protection/insurance-distribution-directive
https://eiopa.europa.eu/consumer-protection/insurance-distribution-directive
https://eiopa.europa.eu/consumer-protection/insurance-distribution-directive
https://eiopa.europa.eu/consumer-protection/insurance-distribution-directive
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2358&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2358&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2358&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R2358&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0411&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0411&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0411&from=EN 
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0411&from=EN 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://www.gov.uk/government/consultations/transposition-of-the-insurance-distribution-directive 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/673963/IDD_Consultation_Response.pdf
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Financial Conduct Authority

Date Name Summary Link

March 2017 FCA CP 17/7 Consultation Paper 1 covering:

• Professional and organisational 
requirements (including 
training)

• Complaints handling and out  
of court redress

• Conduct rules 

• Ancillary Insurance 
Intermediaries.

https://www.fca.org.uk/
publication/consultation/
cp17-07.pdf

July 2017 FCA CP17/23 Consultation Paper 2 covering:

• Conduct of business 
requirements for life businesses

• Conflicts of interest

• Product governance

• Organisational and professional 
requirements.

https://www.fca.org.uk/
publication/consultation/
cp17-23.pdf

September 2017 FCA CP 17/33 Consultation Paper 3 containing 
further proposals on:

• Life business

• Conflicts of interest

• Perimeter guidance

• Regulatory processes.

https://www.fca.org.uk/
publication/consultation/
cp17-33.pdf

September 2017 FCA PS17/21 Policy Statement on issues 
raised in Consultation Paper 1.

https://www.fca.org.uk/
publication/policy/ps17-
21.pdf

December 2017 FCA PS 17/27 Policy Statement on issues 
raised in Consultation Paper 2.

https://www.fca.org.uk/
publication/policy/ps17-
27.pdf

January 2018 FCA PS 18/1 Policy Statement on issues 
raised in Consultation Paper 3.

https://www.fca.org.uk/
publication/policy/ps-18-1.
pdf

May 2018 Handbook Notice Handbook Notice confirmed final 
rules for IDD.

The FCA also consulted on minor changes to its Handbook as a result of IDD in its quarterly consultations 17/32, 17/39  
and 18/24

https://www.fca.org.uk/publication/consultation/cp17-07.pdf
https://www.fca.org.uk/publication/consultation/cp17-07.pdf
https://www.fca.org.uk/publication/consultation/cp17-07.pdf
https://www.fca.org.uk/publication/consultation/cp17-23.pdf
https://www.fca.org.uk/publication/consultation/cp17-23.pdf
https://www.fca.org.uk/publication/consultation/cp17-23.pdf
https://www.fca.org.uk/publication/consultation/cp17-33.pdf 
https://www.fca.org.uk/publication/consultation/cp17-33.pdf 
https://www.fca.org.uk/publication/consultation/cp17-33.pdf 
https://www.fca.org.uk/publication/policy/ps17-21.pdf 
https://www.fca.org.uk/publication/policy/ps17-21.pdf 
https://www.fca.org.uk/publication/policy/ps17-21.pdf 
https://www.fca.org.uk/publication/policy/ps17-27.pdf 
https://www.fca.org.uk/publication/policy/ps17-27.pdf 
https://www.fca.org.uk/publication/policy/ps17-27.pdf 
https://www.fca.org.uk/publication/policy/ps-18-1.pdf 
https://www.fca.org.uk/publication/policy/ps-18-1.pdf 
https://www.fca.org.uk/publication/policy/ps-18-1.pdf 



