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Premium Finance: Additional Guidance for Firms (FCA 

Draft Guidance) 

Response from the Finance & Leasing Association 

 

About the FLA 

The Finance & Leasing Association (FLA) is the leading trade association for the UK 

consumer credit, motor finance and asset finance sectors. FLA member companies 

include banks, the finance subsidiaries of major manufacturers and independent 

finance firms. They offer credit services to customers from all social groups, via credit 

and store cards, personal loans, point of sale finance, motor finance, mortgages and 

a number of other consumer credit products, as well as a wide range of leasing and 

hire purchase services to businesses of all sizes. FLA members have so far received 

over 2,100,000 requests for Covid-19 related forbearance from customers.  

We welcome the opportunity to comment on further draft Coronavirus Guidance for 

Premium Finance providers.   

Applying the Guidance   

The FCA’s previous Coronavirus Guidance published in August 2020, applied to the 

monthly payments for insurance under both regulated and exempt credit 

agreements.  Paragraph 2.9 of the draft Guidance now stipulates that it will only 

apply to regulated credit agreements, but that all firms will be expected to treat 

customers fairly and that there is nothing to prevent all firms applying the Guidance.   

 

Whilst we recognise the difficulty in applying FCA Guidance to exempt products, we 

would welcome further insight as to why these have now been removed from the 

scope of the Guidance. Has the FCA been able to assess what impact this change in 

approach will have on delivering good customer outcomes? Is there a risk that some 

providers could focus on making agreements exempt, to allow for faster 

cancellations?   

 

Across the FCA’s suite of Coronavirus Guidance for consumer credit and mortgage 

products, the scope of the products affected has remained the same at each stage.   

More detail on why this is not the case for Premium Finance could usefully be 

provided in the Feedback Statement.  Ideally, customers should receive the same 

payment deferral protections throughout the three phases of the scheme, regardless 

of the technical nature of the agreement.   
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Insurance  

Paragraph 3.4: We agree that a firm should not unilaterally exercise the right to cancel 

insurance because of a customer’s financial difficulty in meeting premium finance 

payments, when the firm is treating the customer with forbearance. In practice there  

will also be situations where further payment deferrals would not be in the customer’s 

best interests - which is consistent with the FCA’s August Guidance.  In many cases, 

cancellation will result in a refund of any unused elements of the product, reducing the 

outstanding balance and therefore minimising customer detriment. This does need to 

be a balanced view and should always follow the granting of one or more periods of 

forbearance within the policy term. It would be helpful if the Guidance or Feedback 

Statement could recognise this situation.     

  

Paragraph 4.9: We agree that firms should continue to take reasonable steps during 

the deferral period to engage with customers and we welcome the continued use of 

“reasonable” in this respect. In many cases, the payment deferral period requested for 

Premium Finance is much shorter than for other products such as mortgages or 

personal loans.  This means that the customer will be contacted again within a shorter 

timeframe following their request for a payment deferral. 
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