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You may have completed the FCA’s recent financial resilience survey. As a follow-up, some firms have received 
a questionnaire about their compliance with the CASS 5 client money rules and whether they have 
experienced any CASS-specific impact from Covid-19. Firms have coped well overall in very challenging 
circumstances, but it may prove necessary in some cases for them to shore up their client accounts to avoid 
breaching the rules. The pandemic has also prompted the FCA to encourage firms to develop an effective 
wind-down plan. The FCA’s “Wind-down Planning Guide” is available here. 
 
Meanwhile, it’s the time of year when firms will receive notice of their annual regulatory fees. But there is no 
need to worry if your invoice hasn’t arrived yet; the FCA will be issuing the fee notices in tranches up to the 
end of October.     
 

In this issue: 
- Handling of complaints during coronavirus 
- Customers in temporary financial difficulty 
- BI settlements and deductions 
- Rules on motor finance and other consumer credit commission disclosure confirmed 
- New guidance to help firms do more for vulnerable consumers 

 
 
Handling of complaints during coronavirus – FCA 31 July 2020 
The FCA expects firms’ complaints handling to continue as far as possible, including where this can be done 
fairly and effectively by staff working from home. Relevant senior managers within firms remain accountable 
for overseeing how their firms handle complaints and delays in responding to complaints should now only 
occur through exceptional coronavirus-related circumstances. 
 
According to updated guidance, where firms are experiencing reduced complaint handling capacity as a result 
of coronavirus, they should prioritise: 

- paying promptly complainants who have been offered redress and accepted that offer (this includes 
compensation awarded by the Financial Ombudsman Service) 

- the prompt and fair resolution of complaints from consumers who are likely to be vulnerable to harm 
if their complaint is not resolved promptly and fairly, and micro-enterprises and small businesses who 
are likely to face serious financial difficulties if their complaint is not resolved promptly and fairly 

- sending timely holding responses to those complainants where their complaints cannot be resolved 
promptly. 

 
There should be no reduction in the quality of firms’ complaint handling. Procedures, such as acknowledging 
receipt of complaints and telling customers about their own complaint procedures and those of the Financial 
Ombudsman Service, should not be affected.  Firms should continue to co-operate fully with the Ombudsman 
Service when complaints are referred, including ensuring that requests for information and evidence are dealt 
with promptly, and any awards by the Ombudsman Service are complied with in a timely manner. 
 
Meanwhile, the temporary extension to the submission deadline continues to apply to complaints returns 
falling due up to and including 30 September 2020. This allows firms up to two months extra time to submit 
their returns where the impact of coronavirus has made it impractical to submit them on time. 
 
 

https://www.handbook.fca.org.uk/handbook/WDPG.pdf
https://www.fca.org.uk/firms/firm-handling-complaints-during-coronavirus
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Customers in temporary financial difficulty: updated guidance for insurance and premium finance firms – 
FCA 11 August 2020 
Measures designed to ensure firms provide support for customers with insurance and premium finance 
products facing temporary financial difficulties arising from coronavirus (Covid19) came into force on 18 May 
2020. The FCA has now extended the relevant rules and guidance until 31 October 2020 and set out in more 
detail its expectations on how firms should treat customers still in financial difficulties at the end of a payment 
deferral period. The FCA is also considering whether elements of the guidance should be put in place 
permanently. 
 
There are a number of circumstances in which firms should consider action to support insurance customers 
who may be in financial distress as a result of coronavirus; such as where the firm becomes aware that a 
customer is having difficulty making repayments, wishes to reduce cover or has made enquiries about their 
insurance cover in the light of coronavirus. The guidance sets out a number of possible measures firms could 
take in response, including working with the customer to avoid the need for cancellation of necessary cover 
such as by considering payment deferrals.   
 
BI settlements and deductions – FCA 3 August 2020 
Following the conclusion of the test case hearing, the FCA is awaiting the High Court judgment to resolve 
uncertainty about insurers’ liability for loss arising from the pandemic under some Business Interruption (BI) 
insurance policies. The test case does not directly address how any resulting claims payments will be 
calculated.  
 
In the meantime, the FCA has issued finalised guidance which sets out its expectations for insurers and 
insurance intermediaries when handling claims and complaints for business interruption policies. This reminds 
firms they should continue to handle and assess non-damage BI claims promptly including taking steps to: 

- identify the potential implications of the test case on their decisions regarding claims and complaints 
- keep policyholders informed about the test case and its implications 
- treat policyholders fairly during the test case and when it is resolved. 

 
It appears some insurers have made deductions in their claim settlements for some types of Government 
support policyholders have received. However, the FCA advises, firms are likely to need to consider individually 
the precise details of the policy, the claim and the use and application of the government support the 
policyholder received and take these matters into account when they calculate non-damage BI claims.  
 
The FCA expects firms to reflect these matters appropriately in their communications with policyholders when 
making settlement offers and reaching settlement on relevant BI claims, warning it may intervene and take 
further action where firms do not appear to be meeting its expectations and treating their customers fairly. 
 
Further information and transcripts for the BI test case are available on the FCA website. 
 
Rules on motor finance and other consumer credit commission disclosure confirmed – FCA 28 July 2020 
Following consultation in October 2019, the FCA has confirmed a ban on discretionary commission models that 
give motor finance brokers and dealers an incentive to inflate customers’ finance costs. Motor finance firms 
will be expected to negotiate alternative commission structures.  
 
Other new rules for credit brokers announced in the recent Policy Statement could affect insurance 
intermediaries when offering premium finance. Credit brokers will need to disclose prominently to consumers 
the existence and nature of their commission arrangements where the commission they receive from the 
lender (including fees and any other remuneration) can vary depending on the lender, product or other factor. 
Customers must also be told how these arrangements could affect the price payable.  
 
The changes apply from 28 January 2021.  
 
New guidance to help firms do more for vulnerable consumers – FCA 29 July 2020 
The FCA has set out new best practice guidance help firms to do more to protect vulnerable consumers and to 

promote consistency across the financial services sector. 

https://www.fca.org.uk/publications/guidance-consultations/coronavirus-customers-temporary-financial-difficulty-draft-insurance-premium
https://www.fca.org.uk/publication/finalised-guidance/finalised-guidance-bi-test-case.pdf
https://www.fca.org.uk/firms/business-interruption-insurance
https://www.fca.org.uk/publication/policy/ps20-8.pdf
https://www.fca.org.uk/publication/guidance-consultation/gc20-03.pdf
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Alongside the draft guidance the FCA has published research on vulnerable consumers’ experiences of dealing 
with financial services firms. The research includes 21 case studies of consumers displaying a range of 
indicators of vulnerability. 
 
Christopher Woolard, interim Chief Executive at the FCA, said: ‘Supporting vulnerable consumers is a key focus 
for the FCA, and the coronavirus crisis has only highlighted its importance. While many firms do excellent work 
to support their vulnerable customers, we will not hesitate to step in where others do not.’   
 
The guidance provides a framework that allows firms to accurately assess whether they are treating vulnerable 
consumers fairly. Firms are expected to determine how the guidance applies to them and embed the fair 
treatment of vulnerable consumers into their culture, policies and processes throughout the consumer 
journey. The FCA will monitor how firms respond to the Guidance through its supervisory work.  
 
The consultation is open for responses until 30 September 2020.  
[See Hot TopICS August 2020 for further details.] 
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