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TCF

TCF is an outcomes based regulatory approach
that seeks to ensure that specific, clearly
articulated fairness outcomes for financial
services consumers are demonstrably
delivered by financial institutions.
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The 6 TCF OUTCOMES
1. Customers can be confident they are dealing with firms where TCF is
central to the corporate culture
2. Products & services marketed and sold in the retail market are designed to
meet the needs of identified customer groups and are targeted accordingly
3. Customers are provided with clear information and kept appropriately
informed before, during and after point of sale
4. Where advice is given, it is suitable and takes account of customer
circumstances
5. Products perform as firms have led customers to expect, and service is of
an acceptable standard and as they have been led to expect
6. Customers do not face unreasonable post-sale barriers imposed by firms
to change product, switch providers, submit a claim or make a complaint

Throughout the product life cycle and value chain!

Implementation of TCF by the FSB
•

Many of the milestones in the Roadmap of 31 March 2011 have been
implemented but the sequence and implementation timelines shifted to align
with the roll out of the Twin Peaks regulatory reform.

•

There will be no ‘launch date’ for TCF.

•

Existing legislative and regulatory frameworks already allow for the
application of TCF principles.

•

FSB and multi-stakeholder TCF Regulatory Framework SC – in process of
identifying opportunities to enhance and align existing sub-ordinate
legislation to further support TCF delivery.

Implementation of TCF by the FSB
•

The introduction of specific new requirements will be preceded by
appropriate consultation.

•

The general principles of TCF have been consistently communicated for a
number of years so the FSB expects regulated entities to already be
applying fair treatment principles in their overall business processes.

Progress on TCF roadmap milestones Steering committee
•

The TCF Regulatory Framework Steering Committee
– Work streams, also with multi stakeholder representation, have been set up
under the SC, each focussing on one of the six TCF outcomes.
– Primary focus of SC was to conduct a comprehensive alignment analysis
- of existing SA consumer protection legislation to identify gaps and overlaps in the
current regulatory protection of financial consumers.
– Regulatory projects the SC is currently working on are the development of
compulsory, reasonably standardised key information documents ( KID’s) for all
retail products and the development of consistent, cross sectoral standards for
customer complaint management and reporting.

Progress on TCF roadmap milestones –
regulatory framework
•

Embedding TCF in the Regulatory Framework
– Current focus : Aligning and harmonising current sector-specific provisions in
existing subordinate legislation.
– The FSB is increasingly referring to TCF related objectives in the subordinate
regulatory measures it issues, board notices & directives.

Progress on TCF roadmap milestones –
regulatory framework
• The review is conducted to confirm that the FSB’s supervisory approach
is designed to consistently apply the principles of supervision
contemplated in the TP implementation document & enable effective
supervision of the six TCF outcomes.
• Aspects under review which forms part of the design of all elements of
supervision are :
–
–
–
–
–
–
–
–

Licensing and authorisation;
Planned on-site supervision;
Regulatory reporting;
Thematic on- and off-site reviews;
Analysis of third party and ad hoc information sources;
Liaison with the future prudential authority;
FSB info sharing and management;
Use of regulatory guidance;

Progress on TCF roadmap milestones –
regulatory framework
• Risk based supervision was historically primarily focussed on prudential
and financial risks.
• The focus on conduct risk requires increased focus on the risks to
customers ( prudential = to entity’s financial soundness and stability of
the financial system as a whole) caused by the regulated entity as a
result of its business model and processes.
• The risk based approach to supervision and regulation needs to be
proportional, ensuring that the intensity of supervision is appropriate to
the nature, scale and complexity of its business.

Progress on TCF roadmap milestones –
regulatory framework
•

The FSB’s supervisory focus will however be on the effectiveness of the
firm’s approach in demonstrating delivery of fair outcomes for its customers,
not the sophistication of the approach.

•

Boards and executive management are already being tested on their
insight into identified conduct risks and its mitigation measures.

•

Product approval processes, advice processes and operational and
customer facing processes are increasingly taking into account the extent to
which the process is fair and suitable for the customer base concerned.

•

Evidence of a firm’s embedding of TCF in the firm’s culture to be obtained
from: reviews of the firm’s leadership, governance and control functions,
including risk management functions

Progress on TCF roadmap milestones –
regulatory framework
•

The FSB has already challenged a number of firms on the fairness of
specific products or practices which call into question their commitment the
TCF principles, over and above any decision regarding a possible legislative
breach.
–
–
–
–

Impact of product charges on customer expectations;
Misleading or confusing claims;
Misleading or confusing slogans in advertising material;
Conflicts of interest inherent in some distribution and or distribution support
models;
– Transparency of some ‘value added’ product features.

•

It was found that those firms whose TCF implementation plans are relatively
advanced, are typically more likely to acknowledge and rectify conduct
failings reasonably promptly compared to those who have paid insufficient
attention to TCF.

Progress on TCF roadmap milestones
– self assessment tool
•

TCF self-assessment tool and baseline study
-

Tool – published August 2012 with guidance on use and purpose.
Should be suitable for business model, customer base, business strategies.
Particular emphasis on outcome 1.

-

Preceded by pilot exercise to test the utility of the tool and detailed follow-up
interviews with all participants. The findings were published as industry guidance
in December 2011 in the pilot report.

-

The self assessment tool was subsequently used to conduct a TCF baseline
study, December 2012 to August 2013, with a much larger sample of firms than
the pilot study.

Progress on TCF roadmap milestones –
reporting requirements and TCF guidance
TCF reporting requirements
• Reporting must be sufficient, comprehensive and rigorous enough to put the
FSB in a position to pro-actively identify industry level and firm specific
conduct risks.
TCF guidance
• The FSB recognise the need to provide guidance on our regulatory
expectations around TCF to the firms we regulate.
•

The FSB will continue with the consultative approach to TCF implementation.

Progress on TCF roadmap milestones –
TCF guidance
TCF Guidance (continued)
• The FSB recognise that the smaller regulated entities such as FAIS –
regulated financial services providers in particular, require support in
understanding what TCF implementation entails for their businesses.
•

This support will be included in the supervisory approach where appropriate
and formal published guidance will be provided as the need for it is
identified.

Progress on TCF roadmap milestones –
TCF Enforcement
•

TCF enforcement
- FSB is already pro-actively and pre-emptively intervening where TCF
conduct risks are identified.
- Most failures to treat customers fairly already constitutes a
contravention of existing legislation or regulatory requirements and is
actionable as such.

•

Market conduct enforcement tools will be strengthened under future
legislation.

TCF baseline study
•

December 2012 – August 2013, self-assessment tool.

•

Aim : snapshot of customer treatment practices versus 6 TCF outcomes &
assess future industry progress i.r.o the delivering of the TCF outcomes.

•

Feedback on the findings + an update on the FSB’s overall
implementation of the TCF framework was published in December 2013.

•

Insights from both the pilot exercise and baseline study will inform the
development of the TCF regulatory, supervisory and enforcement
frameworks.

•

Ratings were used for participants to indicate the extent to which it carries
out a number of business processes or activities which could be
supportive of the TCF outcome concerned.

•

Outcome 1 has a double weighting to emphasise the importance of firms
ensuring that TCF is central to their corporate culture.

	
  
	
  

	
  	
  

The TCF fairness outcomes must be delivered throughout
the product life cycle and value chain!

TCF: VERY IMPORTANT !
•

Final legislative framework subject to “Twin Peaks” developments

BUT not all elements of the TCF regulatory and supervisory framework
require legislative amendment – a number of elements will be rolled out
within the existing regulatory framework
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The following questions were by by AC’s clients and
answered by the FBS

Click on the below points to download the
relevant question and answers
•

GENERAL QUESTIONS

•

QUESTIONS OUTCOME 4

•

QUESTIONS OUTCOME 1

•

QUESTIONS OUTCOME 5

•

QUESTIONS OUTCOME 2

•

QUESTIONS OUTCOME 6

•

QUESTIONS OUTCOME 3

•

QUESTIONS Twin Peaks and TCF

	
  
	
  

Thank You.

	
  	
  

