
CONSUMER DUTY
A GUIDE FOR FINANCIAL SERVICES FIRMS



The Consumer Duty final rules have arrived and preparations need to 
start now in order to meet the FCA’s challenging deadlines.

Consumer Duty is all encompassing across Investment, Mortgage and Protection firms, 
regardless of size, so within this guide, alongside Paradigm’s own unique contributions, 
we have brought together a range of cross-industry experts in order that you can benefit 
from their insight, commentary and practical helpful advice. 

Within the following pages, you will get to understand the reasoning behind Consumer 
Duty, appreciate the Consumer Duty timeline (the clock is already ticking) and be able 
to take note of actions you and your firm can be taking, starting now, in order to be fully 
prepared and ready.

Of course, Paradigm are perfectly placed to assist ALL firms in their preparations, 
whether this be (for example) presenting to your Board of Directors, providing hands on 
assistance with your firm’s Implementation Plan or sense checking that the correct ethos 

and culture exists within your firm. 

Whatever help you may need, we would be delighted to 
hear from you and to discuss your own firm’s particular 
requirements.

Please do not hesitate to contact the team on 
either consumerduty@paradigm.co.uk or call us on 
0161 486 4890.

Happy reading!

Bob Hunt 
CEO, Paradigm Mortgage Services 

MD, Paradigm Consulting 
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Robert Sinclair
Chief Executive, Association of Mortgage Intermediaries (AMI)

A New Consumer Duty – but what does it mean for advisers?

The new rules and guidance are extremely wide ranging and are directed at everyone in 
financial services. 

Many advisers reading the headlines of the consumer duty papers are likely to think to 
themselves “we already do much of this”! This is almost certainly true for most advice 
firms, as it does build on existing rules and guidance such as PROD.  However, there 
will be gaps they will need to fill, and also new requirements to evidence that they are 
meeting the duty. 

It has never ceased to amaze me how resilient the advice profession is, despite the 
numerous challenges it has faced. TCF, RDR & MIFID all had some commentators 
sounding the death knell of advisers, but it seems to me that the profession is as strong, 
if not stronger, than it ever was. Every survey you read highlights how much clients value 
good advice, and what a better financial position clients are in having received advice.  
Given the uncertain times we are in, this seems more important than ever.

With that in mind I have no doubt that once again advisers will rise to 
the challenge of the meeting the requirement of the new rules and 

guidance. Working in conjunction with Paradigm for this guide, 
what we have sought to do is turn some of the overarching 
required outcomes into practical steps that advisers can 
consider for their own businesses in order to ensure their 
readiness. 

I hope you find it useful.

Vince Smith-Hughes 
Director of Specialist Business Support 
M&G Wealth
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What will Consumer Duty mean to you?

Following serial failures by the FCA to identify and deal 
with a range of fraudulent or malicious firms, there 
have been significant changes to senior personnel and 
promises of a new approach. The core foundation shift 
is the new principle, rules and guidance encapsulated 
in the “Consumer Duty” policies. These aim to raise 
standards across all retail financial services. It is 
designed to be a paradigm shift requiring all firms, 
including mortgage intermediary firms, to put delivering 
good consumer outcomes at the heart of their business, 
going much further than treating customers fairly. It 
also introduces a new concept of avoiding causing 
foreseeable harm.

At its core it means that all firms must review their 
consumer proposition from beginning to end – starting 
with who they intend to sell to, encapsulating how they 
will advise and what their on-going service proposition 
is. The focus should be on good consumer outcomes 
through the business model, actions and culture. 
Firms will also be required to review, document and 
demonstrate that their proposition delivers fair value for 
the amount the consumer is paying for the work done.

Firms won’t be starting from scratch, as much of the 
Duty builds upon existing areas and frameworks, such as 
the Senior Managers and Certification Regime (SM&CR), 
vulnerable customers, product governance (PROD) and 
treating customers fairly (TCF). Whilst the FCA agrees 
that proportionality applies, sole traders are caught by 
these requirements. Firms of all sizes and types will need 
to consider how they can meet the requirements and 
for many this will mean they will need to embrace third 
party support such compliance services.

TIMETABLE

The first phase of work needs to be completed by the 
end of October 2022. Firms are required to undertake 
a gap analysis and to create a plan setting out the work 
they consider needs to be done to meet the new rules 
and evidential standards. They should identify and 
document who will be undertaking the work and timings. 
Much of the new activity will need to be focussed 
on how the firms will be gathering data to report and 
evidence that the new standards are being met. Further 
development of items like TCF dashboards – so they 
focus on good consumer outcomes and not just treating 
customers fairly - will be essential.

Firms then should work towards 
the end of April 2023 to 
complete their initial 
assessments. This will stand 
them in good stead for when 
manufacturers complete their 
own fair value assessments 

and share all elements with 
their distribution partners. 

Broker firms then have 

until end of July 2023 to fully complete their own 
assessments and embed the Consumer Duty on existing 
products and services (end of July 2024 for closed 
products and services). As the mortgage intermediary 
firm is at the end of the distribution chain, a firm’s 
assessment should include whether the overall cost 
to the customer, including all product and distribution 
charges in the distribution chain, provides fair value. 
Firms will need to obtain relevant information from 
lenders to understand the value of their products.

AMI are in discussions with UK Finance and the BSA to 
assess if the creation of standardised target market 
assessment templates, that can be shared with 
mortgage intermediary firms, is a viable option. 

LENDERS

Product manufacturers are required to identify a target 
market for each of their products. Consideration will 
have to be given to customers with characteristics 
of vulnerability; that products meet the needs and 
objectives of the target market; and there will be a 
documented distribution strategy for their products.

In the mortgage sector the distribution chain is fairly 
flat (i.e. there is a lender and a broker) and therefore 
assessing overall fair value is likely to be more 
straightforward compared to other sectors. However, 
there are elongated distribution chains with certain 
products (lifetime mortgages or second charge). With 
longer distribution chains, firms will need to consider the 
cumulative impact of the remuneration added by each 
person in the chain on the overall value of the product to 
the customer.

The fair value assessment will sit at a governance level 
within a firm and requires an assessment from a holistic, 
rather than individual customer, viewpoint. 

CONCLUSION

The requirements under FCA sourcebooks such as 
COBS, MCOBS and ICOBS continue. It’s best to view the 
Consumer Duty as rules and guidance that sit at firm 
level and run parallel.

In some areas the Consumer Duty strengthens and 
enhances existing requirements. Under the consumer 
understanding outcome, firms are required to ensure 
their communications are not only clear, fair and not 
misleading but they are likely to be understood by 
customers and equip them to make decisions that are 
effective, timely and properly informed. 

For many firms this will be a short journey, for others 
much longer. The key requirement is that firms need to 
start thinking about this now. AMI will be here to help 
along the journey.

INTRODUCTIONS
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Helping Brokers to comply with the new Consumer Duty

As expected, the FCA confirmed its proposals relating 
to the introduction of a new Consumer Duty when it 
published its feedback statement and Rules (PS22/9) on 
27th July.

The initial consultation (CP21/13) received a fair amount 
of push-back from the industry when it was published 
in May 2021 – and the follow-up CP 21/36), published in 
August last year, was greeted with a number of sighs of 
resignation from many as it was clear that the FCA was 
determined to introduce a raft of new rules aimed at 
improving consumer outcomes. 

PS22/9 claims that the new Duty will “support more agile 
and assertive supervision” and “should enable us [FCA] 
to more quickly identify practices that negatively affect 
[those] outcomes and to intervene before practices 
become widespread.” As if anticipating the weary 
sighs of “where have we heard all this before” the PS 
acknowledges that “almost all respondents agreed that 
supervising and enforcing the Duty will be critical to its 
success”. Whether the new Duty is effective in bringing 
about significant change to consumer outcomes – 
only time will tell. However “agile and assertive” the 
monitoring and enforcement its – it is always destined 
to be behind the curve, with supervisors and regulators 
acting only after something has been identified as being 
in breach of the Rules.

We are where we are, however – and firms now have less 
than a year to get all their ducks in a row so that they 

can comply with the new 
Rules with effect from 31st 

July for new and existing 
business, and from 31st 

July 2024 for closed 
book business. Boards/
management bodies 
are to be required 
to have agreed 

implementation 
plans in place by 
the end of October 
this year and to 

maintain oversight of the delivery of these plans. Given 
that the PS was only published in late July – it is a pretty 
big ask for Boards to have fully worked-out plans in 
place by the end of October - many may only have had 
an opportunity to meet twice by that date and staff 
may have had to scramble to pull plans and proposals 
together for discussion and approval. Presumably in 
many cases the plans will be fairly high-level and skeletal 
to begin with – with a schedule for fleshing out the basic 
structures and requirements as the year progresses.

We know that firms have been working hard, poring over 
the proposals as set out in CP21/36, and that UK Finance 
and the BSA have done a lot of heavy lifting in terms 
of identifying areas which needed more clarification, 
definition and guidance as to what the FCA would 
regard as acceptable. PS22/9 does make it clear that 
firms are to be responsible only for their own actions 
and omissions – but in the mortgage world, it may 
not always be a simple matter to separate out where 
lenders’ and intermediaries’ responsibilities start and 
end. The FCA makes frequent references to the Rules 
being monitored and enforced according to what is 
“reasonable” and “proportionate” – but that leaves a lot 
open to interpretation and definition by firms – and risks 
a lot of very similar wheels being re-invented across the 
industry.

Which is where Paradigm’s initiative may well come to 
the rescue … what a great idea to shine the spotlight 
on how these new Rules will affect financial advice 
– and pull together clear specific guidance on what 
mortgage intermediaries need to do in order to comply. 
There must be scope for considerable liaison between 
intermediaries and lenders to make sure that processes 
are as streamlined and effective as possible – for the 
benefit of both. IMLA will look forward to working with 
AMI to identify and promote consistent, constructive 
developments – and heartily supports Paradigm’s 
initiative in getting this particular ball rolling. 

Kate Davies 
Executive Director 
Intermediary Mortgage Lenders Association (IMLA)
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A FINANCIAL SERVICES FIRM’S GUIDE TO CONSUMER DUTY
Consumer Duty – What’s it all about?

The Consumer Duty is a set of wide ranging FCA rules and guidance encompassing many of the things you already do 
every day. It builds on existing rules and introduces a new framework for regulated firms to work towards.

In essence the Consumer Duty is concerned with your firm’s culture, and its governance arrangements.

 

The FCA summarise these as follows: 

Culture

 The typical, habitual behaviours and mindsets that characterise a particular organisation. 
We often think of culture as ‘what happens when no one is looking’.

Governance

Governance – A firm’s controls and key processes should be set up in a way which enables it to identify 
where the firm is not delivering good outcomes for its customers. It should also have a strategy in place 
to understand and tackle root causes and manage and mitigate poor outcomes.

Timeline for implementation

in conjunction with
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THE COMPONENT PARTS OF THE CONSUMER DUTY
There are three component parts that make up the Consumer Duty:

1. The Consumer Principle

2. The Cross Cutting Rules

3. The Four Outcomes

The Consumer Principle

The Consumer Duty rules have 
introduced a new Principle, 
Principle 12. The Principle states:

“A firm must act to  
deliver good outcomes  
for retail customers”

Principle 12 imposes a higher 
and more exacting standard of 
conduct relative to the existing 
Principles 6 and 7, which means 
that these Principles will be 
disapplied when the Consumer 
Duty comes into force.

However, Principles 6 and 7 will 
continue to apply to conduct 
outside the scope of the 
Consumer Duty, for example 
in relation to certain SMEs and 
wholesale business.

The Cross-Cutting Rules

A firm must:

Act in good faith 
This is a standard characterised by honesty, fair and open dealing and 
consistent with the reasonable expectations of customers. A firm would 
not be acting in good faith if it were exploiting customers lack of knowledge 
and understanding or adopting behavioural bias.

Avoid causing foreseeable harm
Firms are only responsible for addressing the risk of harm when it is 
foreseeable at the time, considering what a firm knows or could reasonable 
have known at the time. A firm’s obligation to avoid foreseeable harm 
applies throughout the customers journey and lifecycle.

Enable and support retail customers to pursue their financial objectives
This would include recognising and taking account of consumers 
behavioural biases and the impact that characteristics of vulnerability can 
have on the support they might need. It also means firms should be helping 
their clients to navigate the information they are providing and help clients 
to identify the key information they need.

1 2
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The Four Outcomes

Firms should be aware that there is no hierarchy to the Four Outcomes. Each are as important as another. 

Therefore, in no particular order, the Four Outcomes, and their key points, are:

3

Products and services

•  Firms must manage any conflict of interest: e.g. 
a Firm must not create any incentives or targets 
which favour one product over another. 

•  Firms should not distribute a product or service 
if they do not understand it sufficiently. Firms 
(Distributors) must get appropriate information 
from Providers (Manufacturers) so they can 
understand the identified market and ensure 
that the product will be distributed with the 
needs, characteristics and objectives of that 
target market.

Consumer understanding

•  Firms need to carefully consider communication 
with consumers at every stage of the advisory 
process, for example:

 –  Website content

 –   Disclosure (both written and verbal 
explanation)

 –   Product presentation (both written and verbal 
explanation)

 –   Company brochures/social media output and 
all other Financial Promotions

•  Firms need to ensure that ALL communications 
are tailored to deliver the appropriate content 
at the correct time in a way that customers can 
understand (consideration very much needs to 
be given here to vulnerable clients)

Price and value

•  It is important to understand that the cheapest 
products DO NOT necessarily offer the best ‘price 
and value’.

•  Instead, in order to satisfactorily achieve this 
outcome firms should:

 –   Consider the total price customers will 
pay over the lifetime of the product and 
relationship with the client

 –   Consider the nature of the product or service 
including the benefits that are provided and 
their qualities 

 –   Consider any limitations (e.g. scope of cover) 
that the product has

Consumer support

•  Firms must ensure there is no disadvantage to 
any particular group of clients (e.g. vulnerable 
clients)

•  Firms must ensure products and services are 
provided as described and at the costs agreed

•  Firms must not create unreasonable barriers 
(nor unreasonable additional costs) during the 
lifecycle of a product

•  Firms should assess whether clients are 
actually using the product or services as the 
firm expected

8  Consumer Duty



A MANUFACTURER’S PERSPECTIVE: 
What will a manufacturer need to give advisers?

Though this is a guide aimed at adviser firms, it would 
be remiss of us not to briefly consider the impact on 
manufacturers, which will be at least as significant. Clearly 
there are many aspects to the new rules that will affect 
providers. Here we focus on the aspects that are relevant 
to advisers:

Target Market Documents 

Following PROD and MIFID requirements, manufacturers, 
where appropriate, should already be making these 
available to advisers. For Pru products and relevant funds 
they can be accessed here.

It is important that advisers refamiliarise themselves 
with these requirements and make sure that the target 
market they are advising into tallies with the product 
manufacturers target market. One aspect to look out for 
is ‘execution only’ or ‘insistent client’ business when the 
product is not designed to cater for that market.

Manufacturers should review how they collect information 
on product sales from advisers and how they make the 
data available to advisers to ensure they can demonstrate 
the product is being used appropriately (see the earlier 
section in this eBook re The Four Outcomes).

Value for Money

Product providers already conduct regular value for money 
testing across their products. However, the new rules 
means that they will need to provide advisers with the 
results of these value assessments to help them meet their 
own requirement. It’s worth mentioning here that the FCA 
are not seeking to become a price regulator, but rather that 
the client is receiving value for the price they are paying. 
Providers will need to share this data by the end of April 
2023 and we provide more on the overall position regarding 
this later in this guide.

The Service Proposition

Manufacturers will need to ensure that their service 
turnaround times, and the overall client journey, is fit for 
purpose, both in relation to the adviser and end client 
experience. This applies throughout the whole lifecycle of 
the relationship with the adviser’s client. 

Testing Communications

It’s incumbent upon everyone to ensure clients have 
the right understanding of what they have ultimately 
purchased. Providers will need to ensure their customer 
communications (for example annual benefit statement 
for investment clients and other information which is sent 
direct to the client) meets the new standards. This will 
need to be monitored on an ongoing basis with a particular 
emphasis on vulnerable customers. Advisers will be 
seeking comfort that this is done to a high standard and 
complements their own communications.

Generic Assistance

Given the breadth of the new Consumer Duty rules and 
guidance, many advisers will be seeking further assistance 
in meeting their requirements. In this regard Prudential have 
set up a dedicated webpage with links to relevant material. 
This includes webinars, support information and access 
to independent third-party reports. This can be accessed 
here.

Included within these pages are links to client facing 
information and videos around Prudential’s own 
proposition, which are designed to assist advisers 
to help their clients understand Prudential’s 
products and funds. Other providers and 
lenders may well offer similar.
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ADVISER FIRMS
Practical Next Steps 

Having now covered the key components of the Consumer 
Duty, in this section we lift the lid on what this could mean 
for your firm in practical terms.

Most advisers will already be part way to complying with 
the Consumer Duty, having already reviewed their existing 
governance arrangements, for example in relation to PROD 
(where applicable), guidance on vulnerable customers, 
SM&CR arrangements and the Management Information 
(MI) available to demonstrate good outcomes. 

However, the final rules have also introduced a vital and 
immediate requirement:

All firms must have ready, no later than 
31st October 2022, a Consumer Duty 
Implementation plan bespoke to their firm. 

The good news is that Paradigm Consulting already has 
available an Implementation Plan template together with 
supporting guidance. This material can be accessed now by 
firms who subscribe to Paradigm Consulting for compliance 
support. The material can be found in the ‘Hot Topics’ area 
of the Paradigm website.

For firms who do not currently buy compliance 
services from Paradigm, but who would like access to 
this material and/or need assistance with completing 
their Implementation Plan, please contact us at 
enquiries@paradigm.co.uk or call 0161 486 4890.

Firms have been told by the FCA that they “should expect 
to be asked to share implementation plans, board reports 
and minutes with supervisors and to be challenged on 
their contents”. 

We expect this plan to be constructed with the direct input 
of all SMFs within the business.

In time, this forward-looking implementation plan will 
transform into a backward looking report, for the firm to 
attest, at least annually, that they are delivering the Duty 
outcomes expected. 

Firms will likely want to start reporting soon after the Duty 
rules come into play, so that there are no nasty surprises 
when the first annual report becomes due no later than 
31st July 2024. 

It is also important to consider proportionality. An 
implementation plan or report that might be right for a 
50-adviser firm won’t be the same for what is required 
for a firm with only one or two advisers. Nevertheless, the 
implementation plan rules and reporting requirements will 
need to be considered regardless of the firm size. This is 
where Paradigm’s bespoke approach can be invaluable to 
your firm.

We will now look in closer detail at the key Consumer Duty 
elements.
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Practical Considerations

1. Start by defining your client needs (obviously!)

2.  What independent due diligence will be retained alongside the generic due diligence material that a provider or 
lender can supply? 

3.  How often is this material reviewed, by whom and how robust is it? 

4.  What are the firms view on higher risk or specialist products? Are these products subject to additional pre-sale 
checking and perhaps only offered by a restricted number of advisers? 

5.  What is the procedure if a client wants advice in an area of business that the firm cannot provide?

6.  Look out for products or funds which may have a characteristic which could be damaging for the target market – 
For example, exit penalties or highly volatile funds within drawdown where clients are taking an income

7.  Is random sampling of case files appropriate to identify and mitigate risk? Or will targeted T & C activity be 
focused on monitoring the advice? For example, enhanced file checking and regular product testing and role-play or 
live observation assessments be carried out?

The Four Outcomes
Here, we look at the four outcomes in more detail from an adviser perspective and consider what needs to be done.

Covering every aspect of the new rules and guidance would be impossible in a relatively short guide of this nature, but 
hopefully the following will provide advisers with some key items that should be considered. Nevertheless, there is no 
substitute for reading both the policy statement and finalised guidance.

Products and services

An advice firm will need to consider what their target 
market is, and what products and services are being 
offered to this market. Very easy to say, but in many 
cases quite hard to quantify, with many advice firms 
advising a wide range of different types of clients. As 
with the PROD rules though, segmentation of a client 
base isn’t a stringent requirement under the rules. 
However, in practice, many firms will find it hard to 
meet this requirement, along with several of the other 
outcomes, without doing so.

 As per above you will need to obtain a manufacturer’s 
target market documents and ensure this tallies 
with your own target market you are advising in. This 
shouldn’t be too difficult as many products and funds 
are fit for purpose for a wide range of clients However, 
areas to watch out for are products not appropriate 
for insistent clients, products that should not be used 
where no advice is being given and products where they 
are only fit for purpose to sophisticated ‘professional’ 
clients.

 Firms may also consider if they should draw up a 
‘negative target market’ where the firm lists areas of 
business that it is not able/willing to provide to certain 
groups or to certain types of clients. For example, where 
you don’t have the experience, permissions or desire to 
advice on complex or high-risk products.

 A revisit of the PROD and research requirements should 
be undertaken. In practice this means starting by 
defining the firm’s target audience needs. All research 
and due diligence should then be focused on these 
needs (i.e. being wholly customer centric). Investment 
firms, for example, must construct any Centralised 
Investment Proposition (CIP) or off CIP proposition, 
using products and services to meet their client needs. 
Independent due diligence and research material should 
be held by firms and updated at least annually, to 
evidence their product selection(s).
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Price and value

•  Are the total costs (including lender/manufacturer/
platform/fund & advice fees) paid by the client/
target market appropriate, and does this allow for 
good client outcomes?

•  Are they paying for something they are not using or 
needing? For example could a similar fund or product 
that is cheaper achieve the same outcome?

•  Does the total cost paid represent ‘good value’ when 
benchmarked against similar advice propositions? In 
that regard this link might be useful for comparison 
purposes (Special attention should be paid here 
to vulnerable clients to ensure they are not being 
disadvantaged).

•  Regardless of the above, testing clients’ perspectives 
on whether they feel they have got value for money is 
also a sensible strategy. In this regard it would help to 
remind the clients of all the service/outcomes they 
have received. The following is an example list but is 
certainly not exhaustive:

 – Mortgage Review

 – £ tax savings due to estate/pension planning 

 – Bed and ISA process

 – Cashflow planning & forecasts

 – Risk profiling

 – Communications/newsletters 

  Remember, however, if you are intending to seek 
client feedback consult with your PI insurers that 
they are happy with the approach you intend to take.

•  Are clients paying different prices but in effect 
getting the same service? Consider a firm who bases 
their initial advice fees solely on a percentage of the 
invested amount basis but with no checks or balances. 
Simplistically this could mean clients with investments 
of £50,000, £100,000 and £500,000 are paying 

vastly different fees but potentially receiving the same 
solution/service. Do you feel that this represents fair 
value for your clients and if so, why? 

•  Conversely, are clients paying the same price but 
not using the service they are paying for? An obvious 
example would be ongoing advice reviews. You 
should consider if ongoing reviews always happen 
and, if they don’t, whether it is appropriate to charge 
clients an ongoing fee if no ongoing advice is being 
provided. Simply contacting clients to offer a review 
and leaving it to them to respond but continuing to 
charge an ongoing fee has never been acceptable by 
the FCA. Their focus through the Consumer Duty will 
likely be to look at this closely when firms report at 
least annually. 

•  If there is any limit on a service that is provided, 
then ensure that this is clear up front. For example, if 
no ongoing advice has been factored into a client’s 
arrangements this should be completely transparent. 
This can be confirmed through your disclosure 
process and confirmed in the advice provided. 

•  Be aware of ‘self-defeating transactions’. Put 
simply, this is where the total costs the client is 
paying renders the benefit of the investment, or the 
advice, irrelevant. This could be where the client has 
insufficient time to make up the charges during the 
lifetime of the product or where an unacceptable 
high risk needs to be taken to offset the charges 
incurred by the advice. 

Contact us at enquiries@paradigm.co.uk for full details or call 0161 486 4890

NEED FURTHER HELP?
Our team of File Review experts offer support to you and your firm with file checking and documenting 
suitability. Our file review service is specifically designed to help you reduce one of the potentially highest 
risks in your business.

Not only do we review your files, we provide thorough feedback and go the extra mile to develop the quality and suitability 
of the advice you provide. This service gives you the security and comfort of knowing that your selected files are being 
checked by a team of fully-qualified individuals, dedicated to delivering a quality service to your firm and ensuring excellent 
customer outcomes, a key component of Consumer Duty.

Pre-sale, post-sale, regular and ad-hoc file reviews are all available and across all areas of business. We can check 100% of 
cases for new advisers, pre-sale check high risk business or simply check in line with your T&C scheme. Our service can shift 
and adapt to dovetail perfectly with your own firm’s requirements. All of this can be done at your convenience remotely, or on-
site if required.

In addition to file reviews, our File Review Consultants can also provide adviser coaching and training where we feel this will 
provide better value and even better advice results for your firm and your clients.
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Consumer understanding

•  Demonstrating how and to what extent a client 
understands the solutions you have put in place for 
them can be difficult. This could be done simply via 
a series of short questions asking them about the 
solution they have. On a micro level the next annual 
review can be used to pick up any gaps in knowledge 
(so perhaps sending the questions a few weeks 
before the review is sensible). On a macro level, the 
firm can think through if it needs to do something 
different to help and maintain understanding at a 
firm level.

•  Testing a sample of clients (particularly clients who 
have been identified as vulnerable) is also going 
to be extremely valuable to assess understanding. 
Consider different target markets and what key risks 
and benefits you would expect clients to understand.

•  Do clients understand the possible outcomes 
regarding the product recommended? Although 
the whole premise here is ensuring good customer 
outcomes, that obviously doesn’t mean they will 
never receive a poor outcome, especially in relation 
to investments. What is important is that it can be 
demonstrated that they understand the investment 
risk they are undertaking. This information could be 
collected at the same time or as part of the product 
understanding. 

•  From a suitability process perspective, it is also 
worth ensuring everything that can be done is being 
done to aid understanding in this area, - it is key. For 
example, you may wish to review cashflow modelling 
and stress testing to ensure it remains appropriate, 
or consider introducing it if it is not already 
being used.

•  Given the length of some suitability reports, consider 
adding a summary up front covering the key aspects, 
if you do not already do so. Avoid putting information 
into the reports which is irrelevant to the client.

•  Employees should be encouraged to feedback when 
it is apparent clients do not understand the funds/
products they have been advised on. This will help to 
enhance a culture of ‘constant improvement’.

•  Blanket emails or mailshots to all clients has never 
been acceptable, so all communications should be 
targeted at client types where products and services 
are relevant to them. Ongoing communications are 
also much more likely to resonate with a client if it is 
pertinent and personal to them. Again, segmentation 
of the client base to create identifiable target 
markets can really help here. 

•  Specific attention must be paid in communications 
to clients who are known, or it is thought possible, 
are vulnerable. For example, it may be appropriate 
in these circumstances to ask the client if they 
would like to bring a family member or friend into 

the communications loop. In some situations, it may 
be beneficial to use outside agencies to help clients 
deal with difficult circumstances. For example, the 
National Bereavement Service can be of great help to 
those who have lost loved ones.

•  Communications to clients should be tested for 
inclusion of jargon and technical terms which 
some clients may not understand. If jargon use is 
unavoidable, then a glossary should be provided.

•  Attention should be paid to the target market 
segment the communications are aimed at, and 
that they are engaged as much as possible in digital 
communications/client journeys.

•  Are all clients being communicated with in a way 
which they can understand? For example, special 
attention will need to be paid to visually impaired 
or dyslexic clients. External agencies can be used 
to help with communications if appropriate. Data, 
MI and feedback regularly captured from clients will 
help to ensure the median used is relevant. Creating 
a vulnerable client dashboard with different metrics 
is worth considering.

•  Provide a tick box checklist with the client’s signature 
to confirm they have understood key elements. 
This can be revisited when doing further testing of 
understanding to ensure key elements haven’t been 
forgotten – the approach being “these are the key 
points you confirmed you understood last time, let’s 
have another look at these now”.

•  What data, MI and feedback are used to test the 
understanding of client communications to help 
ensure good client outcomes? For example, could 
part of the advice process require customers to 
watch a video on investment risk and understanding 
regulatory protections before purchasing the 
product? This could be especially valuable if the firm 
operates in high-risk areas.

•  Finally, consideration of good client communications 
should receive at least the same level of attention as 
the revenue generated from the communications.
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Consumer support

•  Ongoing client support needs to be effective and clear. Methods of contact should be checked for 
understanding, including any remote working practices. You should be able to evidence typical turn-around 
times for your own processes to satisfy reasonable client expectations.

•  You should consider fraud and cybercrime. This should include protecting client’s data, any fraud concerns and 
more complex/sensitive customer journeys. Most advisers will at least offer a verification phone service to clients 
when dealing with email communications.

•  Operational resilience will need to be considered by having a robust contingency plan in place which is 
regularly tested. For example an IT outage, cyber-attack or illness to key staff. For smaller firms, or where the 
firm has limited specialist advisers, robust locum arrangement will have to be in place to provide continuous, 
uninterrupted service.

•  Dealing with vulnerable customers is mentioned extensively in the new guidance and rules, and firms must pay 
special attention in this area. This includes compliance with the Equality Act 2010, to ensure clients are treated 
appropriately and your firm is acting legally. All front facing staff should be familiar with the FCA guide FG21/1.

•  The PFS good practice guide is also very informative in this area and can form the basis of employee training.

14  Consumer Duty

https://www.fca.org.uk/publication/finalised-guidance/fg21-1.pdf


Other items on the ‘to do’ list
There are also a few potential actions which do 
not fit readily in one of the four outcomes, but 
sit across several of them, or more!

•  Firms must guard against behavioural bias of employees 
and clients.

•  Do individuals in the advice firm know their job roles 
and responsibilities? This is especially important for 
the SMFs holding a Statement of Responsibility (SOR). 
Robust and up to date training plans will need to be 
held and CPD activity targeted to meeting identified 
training needs. Whilst mortgage advisers have never 
had a specific CPD target set by the FCA (although 
many do maintain CPD records as part of a firm’s T & C 
arrangement or membership of a professional body) 
firms should review how CPD is recorded and monitored 
to ensure that it is relevant to the SOR, or other job role 
and responsibilities. 

•  Management Information - Firms will need to consider 
carefully what MI it needs to collect. Guidance on the 
FCA’s suggested MI data can be found in Paradigm’s 
implementation plan template, though firms are not 
restricted to using only the MI suggested by the FCA. 

•  Consumer Duty Champion - A ‘Consumer Duty 
Champion’ should be appointed within larger firms. FCA 
Guidance makes clear that this should be someone 
at board level (or equivalent governing body) who, 
along with the Chair and the CEO, ensures that the 
Duty is discussed regularly and raised in all relevant 
discussions. A Consumer Duty Champion could also be 
given responsibility to collect information from other 
staff members to ensure that all employees views and 
experiences are considered at the appropriate level. This 
can be done proactively (using employee surveys) and 
reactively – i.e., when something happens which has or 
could lead to poor client outcomes.

•  Conflicts of Interest - The MiFID II rules were clear that 
all firms must ensure that there are no conflicts of 
interest that could affect good client outcomes. This 
includes ensuring that there is no bias to any product 
or provider, nor any delegation of responsibility which 
creates a conflict (especially true if a Principal firm 
delegates compliance responsibility to an AR firm). 
In addition, all firms must ensure that if there are any 
incentive payments made, that they reward equally 
quality and quantity of output. Advice firms should look 
at remuneration schemes for their advisers. Is equal/
sufficient attention being given to good client outcomes 
within any bonus structure?
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CONSUMER DUTY REPORTING 
Once your firm has prepared its Implementation Plan and 
The Consumer Duty has come into force, firms must then 
pay close attention to the FCA rule PRIN 2A.8.4.

At least annually, the governing body of a firm must:

1.  Review and approve the firm’s report on the outcomes 
being received by retail customers

2.  Confirm whether it is satisfied that the firm is complying 
with its obligations under Principle 12

3.  Assess whether the firm’s future business strategy is 
consistent with its obligations under PRIN 12 and the 
PRIN rules.

Firms can expect to be asked for this report and to be 
challenged on this by the FCA.

Whilst the report will be backward looking in terms of 
evidencing the Consumer Duty outcomes, firms will also 
need to look forward and consider what key future risks 
may be foreseen, as well as analysing and interrogating 
the firm’s future business strategy. For example, if the firm 
wants to buy/sell/merge or apply for new, or remove, FCA 
permissions or expand or contract the business. 

There is no prescribed format for the report and Paradigm 
will provide further guidance and a report template to 
subscribing firms in good time for firms to start using this 
following the implementation of the Consumer Duty. 
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SUMMARY
The Consumer Duty is a step change in regulation and regardless of the advice you provide (investment, mortgage 
or protection), these new rules will apply to you!

As you will have realised from reading this guide, there is much work to be done, some of 
which requires immediate attention. However, a lot of what is needed is building on existing 

disciplines so the prospect may not be as daunting as you first envisage. 

Paradigm are fully prepared and ready to assist any firm which needs a guiding hand, not 
only in the short term with their Implementation Plan, but also in the longer term with help 
preparing for the actual introduction of the Consumer Duty rules. 

Please do not hesitate to contact the team on either  
consumerduty@paradigm.co.uk or call us on 0161 486 4890

consumerduty@paradigm.co.uk

Tel: 0161 486 4890
www.paradigm.co.uk
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