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Summary of regulatory developments
Updates for April 2026

This memo identifies and summarises any regulatory updates published during April 2026 which may be of
relevance to life insurance companies.

Figure 1 summarises the relevant updates identified in April.

FIGURE 1: REGULATORY ITEMS IDENTIFIED IN APRIL WHICH MAY BE OF RELEVANCE TO LIFE INSURANCE COMPANIES

DATE DESCRIPTION

The European Insurance and Occupational Pensions Authority (EIOPA) publish technical
7-Apr specification for the calculation of criteria for Small and Non-Complex Undertakings (SNCUs) and
Groups (SNCGs) under Solvency |I.

The Financial Conduct Authority (FCA) head of consumer policy discusses year 2 Consumer Duty

16-Apr  Board Reports.

17-Apr  The Prudential Regulation Authority (PRA) publishes Business Plan 2026/27.

The PRA publishes policy statement PS12/26 — Review of the Senior Managers and Certification

22-APr  Regime (SM&CR) - Phase 1.

23-Apr The PRA publishes LIAC01/26 — Low Impact Amendments Consultation April 2026.

The Bank of England (BoE) Executive Director for Insurance Supervision delivers speech on

29-Apr innovation and resilience in the BPA sector.

29-Apr The PRA publishes consultation paper CP8/26 — Funded reinsurance.

The PRA publishes statement in relation to HM Treasury’s Risk Transformation Regulations

29-APr  .,nsultation response.
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Updates April 2026

This section highlights articles released in April 2026 which are of interest to life insurance companies.

EIOPA

= EIOPA publishes technical specification for the calculation of criteria for Small and Non-Complex
Undertakings (SNCUs) and Groups (SNCGs) under Solvency Il.

The specification provides operational guidance to undertakings and supervisors on how to determine
whether an undertaking or group qualifies as small and non-complex under the amended Solvency Il
Directive. It is intended to support consistent application and clarify how the relevant qualitative and
quantitative criteria should be assessed. The main points are:

FCA

SNCU/SNCG classification requires compliance with both qualitative and quantitative criteria for two
consecutive financial years, with a proportionate approach for newly authorised undertakings and
recently supervised groups.

Undertakings and groups using approved full or partial internal models, qualifying as financial
conglomerates, or containing certain complex group structures or significant pension-related activities
are excluded from SNC status.

Nine quantitative criteria apply, depending on the nature of the business.

For life business, key thresholds apply, including to interest rate SCR ratios, total technical provisions,
amount of cross-border business, investment risk ratios and amount of reinsurance.

For mixed life/non-life undertakings, life-specific criteria apply only where life gross technical provisions
account for at least 20% of total gross technical provisions. Non-life-specific criteria apply only where
non-life GWP accounts for at least 40% of total GWP.

The specification also allows supervisors to look beyond legal authorisation and apply life-related criteria
where obligations written as non-life are exposed to material life-type risks, such as health business
modelled using life techniques.

On pensions, undertakings managing group pension funds with assets above EUR 1 billion are
excluded from SNC classification, reflecting the added complexity of significant pension-related activity.

At group level, criteria are assessed on a consolidated basis, including specific tests for cross-border
activity, to ensure that only genuinely small and non-complex groups benefit from proportionality
measures.

=  The FCA head of consumer policy discusses year 2 Consumer Duty Board Reports.

Key observations from the latest reporting cycle include:

PRA

The reports show better Board oversight, clearer accountability and stronger action plans supporting
more effective responses to poor customer outcomes.

Firms are using broader data and better analysis, including increased focus on vulnerable customers to
better understand customer experiences and outcomes.

Many firms still need to link data more clearly to customer outcomes, improve oversight of third-party
distribution chains and evidence stronger Board challenge.

The FCA expects firms to deepen their assessment of consumer understanding and support, and to
apply these lessons to improve year 3 submissions.

= The Bank of England (BoE) Executive Director for Insurance Supervision delivers speech on
innovation and resilience in the BPA sector.

Highlights from the speech include:

The bulk annuity market has grown rapidly as more pension schemes have become buy-out ready,
increasing competition and transaction volumes.
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Strong liquidity management, credit assessment, governance and stress testing are important as
insurers’ balance sheets grow, market conditions remain uncertain and pricing pressures increase.

Competition and evolving investment strategies may create incentives to take on additional risk,
requiring firms to maintain strong discipline and risk management.

Funded reinsurance is a key focus, with the PRA concerned that current rules understate the risks and
create incentives for greater use of these structures.

The PRA has launched a consultation on a revised capital treatment for funded reinsurance, with
changes proposed for future transactions from October 2026 to support resilience and policyholder
protection.

= The PRA publishes Business Plan 2026/27.

The PRA'’s strategic priorities for the insurance sector in 2026/27 include:

Funded reinsurance and its implications for policyholder protection and financial stability.
Alternative Life Capital to support sustainable growth in the life insurance sector.

Continued implementation of Solvency UK reforms, including the Matching Adjustment Investment
Accelerator.

Climate-related risk management in line with supervisory statement SS5/25.

Operational risk and resilience, including cyber risks, outsourcing, material third parties and operational
incident reporting.

Support for competitiveness, innovation and growth in insurance markets.

Development of international policy, including work through the International Association of Insurance
Supervisors.

The IMF Financial Sector Assessment Program and wider system-wide stress and resilience work.
Establishing a UK captive insurer regime.

Further reforms to the UK framework for insurance special purpose vehicles.

= The PRA publishes policy statement PS12/26 — Review of the Senior Managers and Certification
Regime (SM&CR) - Phase 1.

The PRA confirms the final Phase 1 reforms to the SM&CR, following consultation in CP18/25. Key points
include:

Changes to the 12-week rule, allowing firms 12 weeks to submit an SMF application and confirming that
individuals acting under the rule are subject to the Senior Manager Conduct Rules.

Clarifications to the scope of the regime, including guidance on Group Entity Senior Manager (SMF7)
and extension of SMF7 to controllers.

Streamlining measures, including a six-month window for updating Statements of Responsibilities and
Management Responsibility Maps, and extending the validity of criminal record checks from three to six
months.

Most changes take effect from 24 April 2026, with further updates to follow later in 2026, and broader Phase
2 reforms subject to legislative change.

= The PRA publishes LIAC01/26 — Low Impact Amendments Consultation April 2026.

The consultation proposes a series of low-impact, mainly consequential and operational amendments across
the PRA Rulebook and statements of policy. For the insurance sector, the PRA sets out two proposals to
amend SoP1/20, covering the update frequency for relevant currencies used in Solvency Il technical
information and also the frequency of related depth, liquidity and transparency (DLT) assessments. These
are both moving from annual updates to every three years unless earlier updates are required.

The PRA invites feedback by 21 May 2026.
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= The PRA publishes consultation paper CP8/26 — Funded reinsurance.

The consultation paper sets out targeted proposals to address risks from the continued growth of funded
reinsurance exposures in the UK life insurance market, particularly in the bulk purchase annuity (BPA)
market. The PRA considers that the current regulatory treatment understates the risks of funded reinsurance
and gives firms incentives to use it excessively. The PRA also highlights the rapid growth of funded
reinsurance exposures and associated potential systemic risks.

The main proposals include:
- A definition of “funded reinsurance” in the PRA Rulebook.

- Changes to the calculation of the counterparty default adjustment (CDA) for funded reinsurance, to align
its treatment more closely with economically similar directly held assets.

- Arequirement for the CDA to be equal to the Solvency UK fundamental spread (FS), based on the
relevant credit quality step (CQS) and maturity of the funded reinsurance cash flows.

- Requirements for assigning credit ratings and CQS mapping for funded reinsurance arrangements,
starting from the reinsurer’s insurer financial strength rating and allowing up to three upward notches for
qualifying collateral features.

- Expectations for firms on governance, documentation and senior management approval of the
methodology used to determine the CQS.

- Updates to SS5/24, including guidance on collateral quality, matching and the calculation of the CDA
under stress.

- A savings provision under which the new rules would not apply to funded reinsurance arrangements
where all risks have been fully transferred to the reinsurer on or before 30 September 2026.

- Exceptions for certain intra-group quota share funded reinsurance arrangements and temporary Part VII
transfer-related reinsurance arrangements.

The PRA says the proposals are intended to improve the resilience of UK insurers, reduce incentives for
excessive use of funded reinsurance, better align capital treatment with underlying risks and support
policyholder protection and financial stability. The PRA proposes that the changes would apply from 1 July
2027.

The PRA invites feedback by 31 July 2026.

= The PRA publishes statement in relation to HM Treasury’s Risk Transformation Regulations
consultation response.

The PRA welcomes HM Treasury’s proposed legislative reforms to the UK risk transformation regime, which
affects insurance special purpose vehicles (ISPVs) and enables the use of Protected Cell Company (PCC)
captives. The PRA confirms it will consult in Summer 2026 on a new insurance captives’ regime, which is
expected to launch in Summer 2027. PCC captives will not be included at launch because the necessary
legislation will not be in place in time. The PRA also intends to consult in due course on further reforms to
the ISPV framework. The PRA says the reforms should support the competitiveness and growth of the UK
insurance sector and the wider UK economy.
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Solutions for a world at risk™

Milliman leverages deep expertise, actuarial rigor, and advanced technology
to develop solutions for a world at risk. We help clients in the public and
private sectors navigate urgent, complex challenges—from extreme weather
and market volatility to financial insecurity and rising health costs—so they
can meet their business, financial, and social objectives. Our solutions
encompass insurance, financial services, healthcare, life sciences, and
employee benefits. Founded in 1947, Milliman is an independent firm with
offices in major cities around the globe.

milliman.com
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