CONDUCT
After reading this document you will be able to describe how the Financial Conduct Authority (FCA)
regulates the Financial Services industry, explain the consumer objectives that relate to ‘Conduct’.
Travel insurance is classified by the FCA as a financial product and Conduct initiative encourages firms that
sell financial products to ensure they sell a policy that meets the specific requirements of their customer.

1) Why?
Imagine that you are a customer who has taken out a new travel insurance policy, six months later you
have to make a claim. When you contact the Insurer, you find that your loss is not covered, there is an
important exclusion in the policy that wasn’t explained to you at the time you signed up. Your policy is
effectively useless – in fact, you should never have bought it. The insurance company points out that all
the exclusions are described in the small print of the contract, however, this does not make you any
happier, you have wasted money on an inappropriate policy and you now face another financial loss
because you are not able to make the claim.
Situations like this are bad for your customers. They are also bad for the companies involved because
unhappy customers are unlikely to return and may warn all their friends about their experience too. In
addition, they are bad for the industry as a whole because they give insurance a poor reputation.
Conduct is an FCA initiative that is designed to stop situations of this type happening. It benefits
customers because it helps them to buy products that really meet their needs. It benefits companies that
sell insurance because their customers are happier. It also has a beneficial effect on the whole industry
because it increases confidence and reduces the number of complaints.
When you’ve finished reading this module you should have a clear idea of how it affects the work that you
do. If you do not or feel that further explanation will benefit you then please speak to your manager.
2) Rules and Principles
The FCA has long and complicated sets of rules for all the companies that it regulates, however, it does not
want to simply catch and punish firms that are breaking the rules. Instead it wants companies to
understand the set of principles about good practice and to follow them in the way they conduct their
business and form part of their business culture.
The FCA has a set of eleven principles on which its rules are based.
Principle six states a firm must pay due regard to the interests of its customers and treat them fairly.
The Conduct initiative is a development of this sixth principle. It is part of the FCA’s move to Principle Based
Regulation, which means focusing on the customer’s experience rather than ticking boxes on a check-list.
This approach gives companies more flexibility in how they service their customers and more
responsibility to ensure they make sound decisions that put the customer first. It should mean that
standards will rise throughout the financial services insurance industry.

When offering travel insurance to a customer who has not had the opportunity to read the full policy terms
and conditions, you have a legal obligation to highlight some important terms and exclusions contained
within the policy document. This information is contained within the ‘Regulatory Closing Script’.
"I need to draw to your attention some important information. Full details may be found on our website or in the

policy document, so are you happy for me to provide you with just a summary?
The policy specifically excludes cover for any defined pre-existing medical conditions, including persons
not necessarily traveling but upon whom travel depends, such as a close relative. Please also note that
certain hazardous activities may not be covered.
When you receive your Policy Documentation which details our regulated status, please read it carefully
to ensure that you are happy with the cover provided, as this insurance is being sold to you on a nonadvised basis from a single insurer. The policy document also contains details of our 21 day money back
cooling off period, complaints procedure and full details of how to make a claim."
To help ensure that your customer is not mis-sold their policy you will need to ensure that they are eligible
for cover both in terms of their age and residency status. The Policy Document contains an Eligibility
Statement and a Statement of Demands and Needs to comply with the Conduct guidelines.
The Policy Document will also include an Initial Disclosure Document to help the customer understand their
rights when purchasing travel insurance from you.
Insurers often include a Summary of the policy cover to help identify some of the important features and
limitations contained within the full Policy Terms.

3) Who has the responsibility for Conduct?
•
•
•

Senior Managers
Product Developers
Sales Staff

Answer: ALL OF THE ABOVE!
To give an example let’s illustrate how using the FCA’s Conduct rules in a travel agents/tour operator’s
environment, what would the customer expect from you?
•
•
•
•

Well-trained staff
A policy you understand
Be able to answer questions about the policy
Explain the key benefits and exclusions of the policy

You can see that if a travel agent/tour operator meets all these criteria there wouldn’t be much cause for
complaint and that the customers who are treated fairly are much more likely to feel more positive about
the companies they deal with.
Conduct isn’t about
•
•
•
•

following a whole new set of rules.
expecting every company to treat customers in exactly the same way.
customers getting exactly the same service whoever they are dealing with.
the FCA deciding which types of products could be offered to consumers.

TCF is about
•
•

different travel agents/tour operators all having their own resources and their own
methods of doing things.
Being fair to customers, which is not quite the same as ensuring that customers are satisfied.

4) Summary
It is possible for a satisfied customer to have been treated unfairly and not be aware of it. It is also
possible for a customer to have been treated completed fairly but still feel unhappy about the service
they’ve received.
Finally, Conduct does not mean that customers no longer have to take any responsibility for their own
decisions when they are buying financial products.
TCF Consumer Objectives
The FCA has set up objectives for consumers’ needs, some of which are as follows:
Objective 1
Consumers can be confident that they are dealing with firms where the fair treatment of customers is
central to the corporate culture.
The culture of a company is affected by:
•
•
•
•
•
•
•

the attitudes and values of senior management and how these are passed on to staff.
the time and resources that management allows for different activities.
how management deals with mistakes.
Managers ensuring all staff understand the importance of TCF.
Staff receiving training in TCF.
Customers being told about TCF and what it means.
Senior management checking the processes by which travel insurance policies are sold to
make sure that the customer receives fair treatment.

All other consumer objectives are dependent on getting the culture right.
Objective 2
Providing products that meet customers’ needs
Many complaints from customers arise because they have been sold inappropriate insurance policies.
Sometimes this happens because an individual sales person has not considered whether a policy is right for
a particular customer. Factors that could affect the suitability of an insurance product include:
•
•
•
•

Exclusions
Excesses
Level of cover
Consequences of early cancellation

Objective 3
Keeping customers informed
Make sure customers are provided with clear information and kept appropriately informed before, during
and after the point of sale. For a customer to make a decision about an insurance product they need to be
given clear information about it. Much of this information will come in written form, often in a policy
wording that is given to the customer at the point of sale. Customers should be provided with clear
information about benefits, costs and any key features such as exclusions that could influence their
decision to take it up.
Objective 4
Giving appropriate information
Sales staff who are selling insurance products in other situations such as in association with the sale of
other products or services are not usually in a position to give advice. Managers should make it clear to
staff that this is not their role but provide them with a script to follow during the sales process. However,
sales staff should be ready to explain the features of a policy, point out important parts of the sales
literature and answer customers’ questions. If they suspect that the customer is about to buy a product
that is not suitable for them, they should suggest that they get advice or read the terms and conditions of
the policy carefully.
Objective 5
Treating customers fairly after the sale
Travel agents/tour operators that are really concerned about treating their customers fairly do not
lose interest in them as soon as a product has been sold.
Complaints
These should be logged and dealt with promptly. Senior managers should monitor complaints and make
changes to the product or systems if appropriate.
TCF Check-List
Use these questions to think about TCF in the context of your own job.
•
•
•
•
•
•
•
•
•

Are the sales and marketing materials you use clearly written?
Are you able to answer customers’ questions about the products they buy?
Do you know which types of customer the products you sell are appropriate to?
Do you know what to do if a product is not appropriate to a particular customer?
Are you satisfied that your customers understand the benefits, risks and costs of the products
you sell?
Do you or your employer continue to support customers after a sale has been made?
If you deal with complaints do you handle them properly?
Does your employer log complaints and monitor them regularly?
Does your employer encourage you to treat customers fairly?

Conclusion

TCF is not just about treating the customer fairly at the point of sale. It’s about changing the culture inside
companies so that they raise the standard of service that they offer to the point where the customer can
feel confident about the products they buy.
As you have seen we all have a part to play in this change. It’s about adopting this process into every part of
our business - and that affects you!
Please ensure that you play your part in this process.

