Disclosure of 'total premium' for individual long-term pure protection contracts sold under ICOBS
Background
Following discussions between the ABI and FSA, FSA agreed to support an initiative led by the ABI to develop a consistent and timely approach to implementing the FSA's requirement to disclose the 'total premium' for long term protection contracts sold under ICOBS. 
See... http://www.fsa.gov.uk/pages/About/Who/Management/Teams_1/Insurance/publications/ppc.shtml
ABI agreed to conduct independent consumer research into the clearest way to disclose the total premium in line with the FSA's standard. This requires firms to provide customers with a measure of the 'total premium' payable over the expected term of the policy before the sale so that consumers can make an informed decision about the arrangements proposed.
To ensure an orderly transition, the ABI agreed to propose a reasonable implementation timescale for firms to comply with the FSA standard, taking account of the scale of the required changes.
This circular now sets out the findings of the research and the implementation timetable for firms.

Key research findings

The research carried out by Cragg Ross Dawson revealed that the consumer preference for disclosing total premium would be as follows:
· For fixed term contracts – show a single number for the total premium over the term, shown with the benefit amount to put it in context reflecting where appropriate the scope for multiple claims.
· For contracts with no fixed end date – show a single number for the total premium over a specimen duration, shown with the benefit amount to put it in context reflecting where appropriate the scope for multiple claims.  The specimen duration should make sense, taking account of the customer’s age and typical duration that customers maintain the policies in force – for market consistency we propose 10 years for customers under age 65 and 5 years for older ages.
· For variable premium contracts – include a statement to highlight that the amount is given for illustrative purposes only and is subject to change.
In each case, appropriate cross references to the Policy Summary (Key Facts) document should be included to avoid multiple disclosures of the same information – for example, about premium reviews etc.
Principles applicable to the disclosure

Firms can either apply the approach above, supported by the ABI consumer research, or alternatively any of the existing FSA approaches. The FSA produced three potential options for disclosing total premiums as follows:
· A simple declaration of the total premium over the period of the plan
· Illustrations of the amounts that will have been paid after certain milestones within the fixed term of the contract, or during an open-ended contract (one year, five years, 10 years etc)
· Versions of the above options noting the fact that premiums and benefits are subject to review, and explaining that a recalculated disclosure will be sent to the customer if premiums are changed.
Example wordings showing how to apply the ABI suggested approach
Example 1: Guaranteed premium, level life and/or critical illness cover with a fixed term
The total amount of premiums payable over the term of your policy is £_________.  Remember that in the event of a valid claim, we will pay a lump sum of £_________, and your policy will end and your premiums will stop.
Please refer to the Policy Summary for more information about premiums and the benefits you can claim.
Example 2: Reviewable premium, open-ended life cover (whole of life) for a customer under age 65
If you keep the policy in force for 10 years, the total cost of premiums over that period would be £_________.  Remember that in the event of a valid claim, we will pay a lump sum of £_________, and your policy will end and your premiums will stop.
Please note that the total amount of premiums shown above is for illustrative purposes as your monthly premium may change. Please refer to the Policy Summary for more information about premiums, premium reviews and the benefits you can claim.

Example 3: Reviewable premium, income protection cover

The total amount of premiums payable over the term of your policy is £_________.  Remember that in the event of a valid claim, we will pay up to £_________ a year.
Please note that the total amount of premiums shown above is for illustrative purposes as your monthly premium may change. Please refer to the Policy Summary for more information about premiums, premium reviews and the benefits you can claim.

Please remember that you will need to adapt these examples to reflect your policy condition wordings. 
Oral disclosure

Members are reminded about the oral disclosure requirements for policies sold under ICOBS.
Implementation
Any firms not yet complying with the FSA’s disclosure standard should implement the point of sale disclosure of total premium as soon as possible, but no later than the end of 2010.
