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TCF news from

A regular update on Treating the Customer Fairly and what it means for you


ICS have recognised the importance that the FSA places on Principle 6 of the Principles for Businesses “A firm must pay due regard to the interests of its customers and treat them fairly”. This is now enshrined in the phrase “Treating Customers Fairly” or TCF. We are producing this regular series of updates to enable you to understand and comply with this fundamental principle.

Treating Customers Fairly Assessments
FSA’s progress with Assessments

· Northern Ireland - 252 firms received a TCF mini assessment between March – April 2008 and 46 firms received follow up visits.  
· Manchester, Liverpool & Bolton Area – Control sample visits in this region took place in mid-March and Roadshows in April/May.  Mini assessments started on 3 June and will continue over 6 weeks.  Follow up visits will take place in July and August.

· Birmingham – Control sample visits will be scheduled from mid-July and roadshows in September.  Mini assessments are due to commence in September.

· South West – work in this region will start in November, with the main roll out of the regional programme taking place in early 2009.

FSA Feedback

According to the FSA feedback from firms about the process has been very positive, with the majority of firms saying that the assessment process added value to their business and helped to clarify the FSA's expectations of the firm in respect of TCF. 

Actual feedback on an Assessment

We have received feedback from a broker who has experienced an FSA TCF assessment which is invaluable since it shows some changes. 

We covered the form of the assessment and the questions that were asked during the Northern Ireland phase of the exercise (see TCFNews 2008 – 02 “FSA Assessments”)
However, it’s clear that the questions have been changed, developed and added to as the FSA have gained experience and to concentrate on certain issues of more importance.

Below is the broker’s report of the interview to illustrate exactly how the whole experience felt. We’ve added our comments and observations in red between in square brackets. 
“The TCF assessment started with "tell me what you mean by Treating Customers Fairly” and from there went on to include:
 
· How do I indicate to management and staff that I support TCF?


[ICS comment – a very personal approach and highlighting the personal responsibility shouldered by Approved Persons for the whole business]
· How do we include it in the way we run our business? 

· How do we measure shortfalls in TCF? 

[ICS comment – these questions are fundamental to the embedding of TCF in the business and the MI that management receives to inform them of progress against the 6 consumer outcomes. This is the reason for this particular exercise.]

· How do we measure staff's understanding of TCF? 

· How do we engage, motivate and train staff on TCF 
· Is it included in the appraisal process?

· How do we reward staff who show TCF is part of their culture? 

· Do we include it in objective setting? 

[ICS comment - these five questions all concentrate on the firm’s staff. With delivery of TCF being firmly in the hands of front line advisers, sales and support staff it is clear that the FSA are checking that Boardroom allegiance to TCF is translated to the “shop floor” and throughout the firm] 

· What gaps are there currently? 

· What do we intend to do about the gaps and when? 

[ICS comment - interestingly these questions do not seem to specifically refer to the gap analysis that was required to have been completed in stage 2 of the TCF initiative (and for which the deadline was March2006) but to the current gaps against an updated version of the analysis. The message seems to be that the gap analysis should be a working tool, not a one off exercise]
· What do we learn from complaints? 

· What if we don't have any complaints? 

[ICS comment – in the past a lack of complaints was cited as evidence of achievement of TCF objectives. At the best it is negative evidence and this question suggests that it is no longer acceptable to the FSA]

· Do we do customer satisfaction surveys?

· What do we think we could learn from them? 

· What questions would we ask? 

[ICS comment – previously the FSA have indicated that they do not subscribe to the view that a customer satisfaction survey is a “silver bullet” to proving TCF. I have always been of the opinion that asking the customer how it was for them is the best way of obtaining useful feedback. The FSA now seem to agree.]

· What MI do we rely upon? 

· How do we interpret it? 

[ICS comment – this assessment is intended to check on firms’ progress towards embedding TCF in the firm (stage 4) and, in particular, to check on the information that management receives to enable a regular check to be made on TCF achievement. The second question illustrates perfectly our advice that it is not enough just to have the MI, it is what you do with it that counts.]

· How do we see how much business goes to each insurer each month? 

· When would we start to investigate further? 

· What trends do you look for?”
 

[ICS comment – these questions appear to be moving towards the whole area of conflicts of interest management] 
These weren’t the only questions. There were many more.
 
I don't think it was a set series of questions, more like we were suspects in a police station interview! 

In all it was close to two hours and the answers were never just taken as gospel, we were asked for examples to support what we were saying and very often asked for documentary evidence (policies, procedures, work instructions etc).
[ICS comment – this is typical of the FSA approach – “if you tell us you do something - we won’t believe you. If you show us that you do it only then will we believe you.” However it is also the case that procedures, work instructions etc will be checked against actual practice, sometimes with the advisers themselves, to ensure that it is not just lip service being paid.]

Fortunately, we were well prepared, but you could tell not everyone was!
The issue I think for many would be that they are probably TCF compliant, or well on their way, but will have problems demonstrating it!”
[ICS comment – we often find when we take on new clients that compliance has not been ignored and especially that TCF is inherent in the culture. It is in proving it that so many firms fall down and would suffer from the attentions of the FSA as a result. The trick is to make sure that whatever is put in place by way of evidence actually works for the firm and provides concrete, preferably bottom line, benefits. As we say; “Turn burden into benefit”.] 









The above information is a summary of matters which will affect the majority of firms conducting Insurance Mediation.  However, each firm’s requirements are individual and it is important that you always seek specific advice from ICS before acting on anything contained in this publication               
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