Fa

4

Consumer Duty

Financial
Ombudsman
Service

&

13 November 2024
Laura Parker and Ruth Hersey
Ombudsman Managers, Cross-Cutting Casework Policy Team




What is the Consumer Duty — a recap ,r“ Financial

Ombudsman

Service
Consumer Principle

A firm must act to deliver good
outcomes for retail customers

oS The Consumer Duty applies to:

Cross-cutting Rules

Firms must

 Retail financial services.

1. actin good faith toward retail custormers

2. avoid foreseeable harm to retail customers e New and eXiSting prOdUCtS and
3. enable and support retail customers to SerViceS from 31 JUIy 2023
pursue their financial objectives '
ﬁ « Closed products (those that are no
Four Outcomes longer on sale) from 31 July 2024.
1. Products and services 3. Consumer understanding
2. Price and value 4. Consumer support



How the Consumer Duty impacts the

Ombudsman’s decision-making

We resolve complaints based
on what’s fair and reasonable,
considering the individual facts
of the case, and circumstances
and characteristics of the
customer.

When deciding what’s fair and
reasonable, we take into
account the law and
regulations, regulators’ rules,
guidance and standards, codes
of conduct and good industry
practice.

Ombudsman
Service

,ri Financial

We’re sharing insight in real-
time with the FCA and firms.

The Consumer Duty is
regulatory rules and guidance.
So, it may be a relevant
consideration when the matter
complained about took place
after the Consumer Duty was
implemented.

So, where more is expected of
firms, it’s likely they’ll need to
be meeting those expectations
for us to conclude that they've
treated their customer fairly and
reasonably.

The Consumer Duty has meant
a significant shift, setting higher
and more exacting standards of
conduct.
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Expectations of firms ,r“ Financia

@@ FCA Handbook PRIN 2A.2.5 | Final Guidance 5.17 ' Policy Statement 22/9 1.22

 If a firm identifies through i We expect firms to take existing i We will evaluate the success of

' complaints, its internal . decisions and guidance from the ! ' our proposals by using data

i monitoring or from any other i ombudsman into account and to ! : from a variety of sources

\ source, that retail customers . apply the same approach where ! ' including supervision and

. have suffered foreseeable harm i cases present similar facts. . authorisation activities, firm

' as a result of acts or omissions i Where the ombudsman service i management information (M),

' by the firm, it must act in good ' has made a decision relevant to i and complaints data.

 faith and take appropriate action ' the case(s) at hand, we will i

 to rectify the situation, including » consider a firm to be acting in i

» providing redress where ' bad faith if it delays paying i

» appropriate. . redress where this is due but i
i ' instead waits for the i
i i ombudsman service to make a i
i » further decision. i
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How firms can learn from the Ombudsman ,r“nnanaal

. Our answers on individual cases

@ | Targeted blogs and publications

< Events

H Casework approach guidance
&1 Working level engagement

P Business Support Hub
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Consumer Duty
What complaints are telling us
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It should prompt firms to ask themselves

@ @ questions such as, ‘Am | treating my customer
as | would expect to be treated in their
circumstances?’ or, ‘Are my customers getting
the outcomes from my products and services

that they would expect?.’

FCA Consumer Duty Finalised Guidance (FG22/5)

Does your current complaint-
handling approach put
customers at the heart of
things?
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Key theme 1 ,ri Financial

«  The Consumer Duty requires firms to make sure their customers have the information and support they
need, when they need, to make informed decisions — this is also integral to good complaint-handling.

+ Afirm’s complaint-handling process is sometimes sectioned off or handled elsewhere or differently, rather
than being seen as part of a customer’s ongoing relationship with the firm.

«  We've seen examples where a firm has focused solely on resolving the complaint and hasn’t considered
the customer’s wider information needs or objectives. For example:
— afirm started the complaint process when the customer simply wanted an explanation
— afim’s poor explanation to a query meant the customer felt they had no choice but to complain.

« Some of the best examples we see are where a firm has taken a truly tailored approach to resolving the
underlying issue in order to deliver a good outcome, rather than just giving an answer to the specific
complaint.

+  Sometimes a firm will make an increased offer of compensation once a complaint is referred to us. It’s
good to see complaints being looked at again when they come to us. But where compensation is
regularly being increased at this point in the process, firms should consider whether the impact of poor
service isn’t being properly understood during initial investigations.
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Key theme 2 ,r‘n Financia

Providing good customer service and meeting customer needs

Service

The Consumer Duty says firms should monitor the quality of the support they provide, looking for

evidence that might indicate they’re falling short. This includes acting flexibly to meet the differing needs
of customers who have a characteristic of vulnerability.

Poor administration or customer service has remained one of the most complained about issues we see.

For example:

a firm stuck firmly to its standard process for a non-standard situation

a customer had to wait a long time for straightforward issues to be sorted out

a customer was unable to speak to a firm when they had an urgent issue

a power of attorney experienced difficulties accessing a customer's product/service.

We continue to receive complaints where customers tell us a firm hasn’t considered or met their

individual needs. For example:

a fir didn’t make adjustments to allow a customer to access a service or product

a firm agreed to make an adjustment but didn’t deliver on it

a firm made assumptions and took a generalised approach to meeting customer needs

a firm focused on why it couldn’t make an adjustment rather than what it could offer to meet the need.
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Key theme 3 ,r‘l Financia

The Consumer Duty builds on existing principles of communicating in a way which is clear, fair and not
misleading. It requires firms to ensure communications are likely to be understood by customers and
equip them to make decisions that are effective, timely and properly informed.

«  This obligation extends across every stage of the product or service lifecycle and across all delivery
channels.

We continue to receive complaints where customers say that the information they received wasn’t clear.

«  There may be more for some firms to do in considering the information needs of customers at the point of
sale and at later points in the customer journey.

«  We’ve seen examples where:
—  the wrong information was given
— the relevant information wasn’t given or was buried in small print
— the tetms and conditions gave the relevant information, but this wasn’t repeated clearly at a later critical point
— the relevant information was given but it was spread across multiple different places
— the customer misunderstood the information and the firm missed a chance to correct this.
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Key theme 4 ,r‘l Financia

Ombudsman
The price and value and products and services outcomes

Service

«  The Consumer Duty says a product provides fair value where “the amount paid for the product is
reasonable relative to the benefits of the product”. Where fair value is raised as a complaint, we’ll ask for
information that demonstrates how the price is reasonable compared to the overall benefits.

«  The Consumer Duty says firms should have a target group of customers in mind when designing a
product or service. Firms should ensure the intended distribution channel is appropriate. And they should

carry out regular reviews to ensure the product or service continues to meet the needs, characteristics
and objectives of that target group.

*+  We see complaints where firms have pushed products and services that aren’t right for customers and
don’t meet their needs. For example:

— complex investment products where the complexity disguised a high-risk level although the customer wasn’t willing to
take much risk

— products where most of the benefits weren’t useful to the customer in their circumstances
— products with features that put customers off doing what’s best for them, such as high exit fees.
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Questions
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