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¥ M&A update

 Insurance intermediary market has stayed strong with themes remaining from
prior years

» Multiples have remained strong especially for good assets
» Changing deal types

o Looking further for smaller assets

o Trade and asset deals

o More complex deals, eg carve outs

« Larger deals have come back after a difficult 2023

* More interest in MGA and Lloyd’s brokers from traditional commercial brokers, to
make themselves more attractive to the market

» Acquirers looking at MGAs with a focus on UW profitability and sustainability of
capacity

« Continuing interest in international acquisitions
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¥ M&A update PKF

New start ups

« Changing lifecycle for brokers owners, reducing start-ups?

« However, for entrepreneurial younger brokers and underwriters there are still options

Deals are still slow to get through at times

* Are assets ready to sell?
» Consolidators are prepared to look at smaller / less mature assets

Generally seeing more pressure / scrutiny on DD and maybe a little less confidence meaning that

EBITDA bridges under more pressure

Interest rates

« Support from debt providers for refinancing aiding M&A
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P Potential impacts on future M&A PKF

Labour government

Instech

Shift to more insurance people coming in or being involved
Maturing business being bought by existing market players

Could start seeing some nice businesses emerging but not many of scale
Parametric / Backoffice / Claims / Al management

Refreshed interest in

Lloyd’s / SIAB

« Slightly driven by 4th year when firms turn into full syndicates — need scale and
therefore funding

 MGASs creating syndicates to back their own capacity
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Y Equity incentivisation

Tax pitfalls E When and how?
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Yy EMI

Which route?

Insurance?

Conditions and administrative requirements
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/
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Grant — no tax

Exercise — pay MV on grant — no tax on growth

Sale — Capital Gains — BADR relaxation

PKF
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Grant — MV £1,000

Exercise — MV £15,000,

pay £1,000, no additional
tax

Sale — CGT — Proceeds
£25,000 less £1,000 =
£24,000 at 10% = £2,400

Total value received
£25,000

Total cost £1,000 plus
£2,400 = £3,400 13.6%

Compare to non-EM| gm

PKF

Grant— MV £1,000

Exercise — MV £15,000, pay
£1,000, tax charge on £14,000
to income tax/payroll taxes, say

45% = £6,300

Sale — CGT — Proceeds
£25,000 less £15,000 =
£10,000 at 20% = £2,000

Total value received
£25,000

Total cost £1,000 plus
£6,300 plus £2,000 =
£9,300 37.2%
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P Other tax favourable routes

Share award

Nil / partly paid shares

Growth

... Valuations ... annual reporting ... tax elections ...
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Y Retail Mediation Activities Return (RMAR)

What is the RMAR?

Originally introduced by the FSA in April 2005 and is the core regulatory return submitted by firms who provide intermediary services
arranging and/or advising on mortgages, non-investment insurance or investment products

It therefore covers all firms with permissions to carry on insurance distribution activity in relation to non-investment insurance contracts,
ie FCA authorised insurance intermediaries

The RMAR is the framework for the collection of information required by the FCA as a basis for its supervision activities

How is the RMAR information collected?

Firms report their RMA data electronically via GABRIEL, which is the FCA’s online system for collecting and storing regulatory data

Electronic reporting via GABRIEL enables the FCA to provide baseline monitoring, as it requires firms to submit their data in a manner
which allows them to build in various automatic verification checks

Additionally, providing data in a standardised manner, permits the data to be stored in their data warehouse where they can analyse
trends and select firms for thematic work etc

How often are firms required to provide their RMA information

Most firms are required to report their RMA information every six months at a minimum for most sections of the return, based on their
accounting reference date

Firms have a period of 30 working days after the end of the return period in which to submit the return

Some larger non-investment insurance firms (where regulated revenue exceeds £5m per annum) are now required to report their RMA
information every quarter, on the same basis as above

pkf-l.com
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Y What information is captured by the RMAR and why? PKF

Fees
data

Financial
information

Threshold Conduct Trainingand%
conditions w ofbusiness§ competence§

Financial information

Information reported Information required Reasons for collection

Summary data showing the firm’s financial To assist the FCA in monitoring the firm’s financial position at the
RMA-A Balance Sheet ” . . )
position as at the accounting reference date accounting reference date and ongoing solvency
. Financial results reported on a cumulative basis To provide the FCA with details of regulated business revenue and
RMA-B Profit and loss . e . . )
throughout the firm’s financial year financial results for the year
RMA-C Client money and Client money held by the firm in the course of TO. Sl e Ches _team 2 monltqr SIS compll_ance W'.th the
4 L client money rules in respect of client money for which the firm is
assets carrying on regulated activities

responsible for its protection

Calculation of regulatory capital and capital
RMA-D1 Regulatory capital resource requirements calculated in accordance
with MIPRU 4

To enable the FCA to monitor a firm’s capital resources and ensure it
Is adequate in relation to the regulated activities it carries out

Confirmation that there is adequate PIl cover in

RMA-E Professional Indemnity  place and a summary of cover (or confirmation To enable the FCA to monitor that the firm has adequate PII in place
that no change since last reporting date)
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P What information is captured by the RMAR and why? PKF

Threshold conditions

Information reported Information required Reasons for collection

Verification on compliance with various issues To enable the FCA to ensure that firms have complied with their
RMA-F Threshold conditions related to threshold conditions for close links threshold conditions on close links and controllers and met the
and controllers ongoing notification requirements

Training and competence / conduct of business

Information reported Information required Reasons for collection

To satisfy the FCA that a firm has suitably qualified staff to
RMA-G Training and Information on staff, advisers and their undertake their regulated activities and to enable the FCA to
competence qualifications assess the nature of the firm’s compliance with the training and
competence requirements

Information on a variety of aspects of how a To enable the FCA to monitor and identify any ‘bad practice’ to

RMA-H Conduct of business : . . : .
firm carries out its business minimise bad customer outcomes

RMA-I Supplementary product Product information and details of insurance  Enables the FCA to get a clearer picture of the product range in the
sales data chains, broken down by product type market and helps target thematic work

To provide the FCA with the information required to calculate the
periodic fees that firms are required to pay to the FCA, FOS and
FSCS

RMA-J Data required for Regulated revenue calculated in accordance
collection of fees with detailed criteria

pkf-l.com 24
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P Common areas of interest / pitfalls in completing the RMAR PKF

RMA-A Balance Sheet

Intangible assets

Insurance assets

Group undertakings etc

Investment in group undertakings

Appointed Representation (ARS)

Recoverability of debtors

pkf-l.com

Such assets are not instantly
realisable and, as such, should not
form part of a firm’s capital
resources

Should balance down to nil,
alongside insurance creditors,
hence should not be included on
the form

Should exclude doubtful debts
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Y Common areas of interest / pitfalls in completing the RMAR

RMA-B Balance Profit and Loss

Cumulative Appointed Unaudited Gross / net

reporting representatives interim profits commissions

pkf-l.com
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Accounting
convention
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P Common areas of interest / pitfalls in completing the RMAR PKF

RMA-C Client Money and Assets

If Non-Statutory Trust,
has an auditor’s
confirmation of systems
and controls been
obtained?

CASS 5 Client Money or How is your client money
Agent of Insurer held?

Highest ‘Client money
requirement’

According to your last
client assets audit report,
what was your auditor’s
opinion on your firm’s
compliance with the client
money rules?

Have any notifiable client
money issues been raised
that have not been
notified to the FCA since
the last reporting period?

Adjustments made to
Highest ‘account balance’ withdraw an excess or
rectify a deficit
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P Common areas of interest / pitfalls in completing the RMAR PKF

RMA-D1 Regulatory Capital

A firm’s capital requirement is set at the higher of the base requirement and 5% of annual income (for firms that hold
client money) or 2.5% of annual income (for firms that do not hold client money). The base requirement is set out in
MIPRU 4.2.11R and amounts to £10,000 for firms that hold client money and £5,000 when no client money is held.

A firm’s base requirement is increased to £50,000 where it operates under a Non-Statutory Trust arrangement and
handles client money for retail clients.

Interim

Reserves Interim Subordinated

losses ENS

profits

pkf-l.com 29
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Any questions?
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PKF Littlejohn LLP

15 Westferry Circus,
Canary Wharf, London
E14 4HD

Tel: +44 (0)20 7516 2200

11 York St,

Manchester

M2 2AW

Tel: +44 (0)161 552 4220

pkf-l.com

Third Floor, One Park Row,
Leeds

LS1 5HN

Tel: +44 (0)113 244 5141

Get the latest...

¥ @PKFLittlejohn

M PKF Littlejohn

PKF.Littlejohn
PKFLittlejohn_earlycareers

PKF Littlejohn LLP, Chartered Accountants. A list of members’ names is available at the above address. PKF Littlejohn LLP is a limited liability partnership registered in England
and Wales No. 0C342572. Registered office as above. PKF Littlejohn LLP is a member of PKF Global, the network of member firms of PKF International Limited, each of which is
a separate and independent legal entity and does not accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm(s).
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