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What the FMA expects of firms
in New Zealand
How are you prioritising your customer vulnerability practices?
This is a call to action by the FMA...

The FMA has recently published
an information sheet Customer
vulnerability – our expectations
for providers setting out how
it expects firms to prioritise
customer vulnerability practices
in light of the ongoing COVID-19
crisis.
Firms will need to take action
now to ensure appropriate
frameworks are in place to meet
these expectations or face
increased regulatory focus.

to change and improve what you are currently
doing and not to wait for the regulator to set out
prescriptive rules that could be more costly to
implement. KPMG have seen positive examples
of proactive support for vulnerable customers
through flexible lending and dedicated telephone
support lines for elderly but the requirements
go much further than this. The FMA expects
vulnerability to be embedded and that firms can
demonstrate how they are doing this as the focus
continues in the coming months. Firms that have
accountable executives leading their programmes
through a dedicated framework will set the pace
of change. Those that are slow to respond face a
more difficult transition.
Firms who do not improve customer outcomes
face additional regulatory focus as we have seen in
the UK where the FCA have imposed fines for poor
handling of arrears, poor complaints handling and
unfair customer treatment.
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119,000

1 in 5

have a gambling problem
(another 7% experience 2nd
hand harm)

incidents of family
violence (2016)

diagnosed with a mental health
disorder
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unemployed rising to 9.8% Post
COVID-19? (Budget 2020)

(8% Maori) have 1 or more
activity limitations

have no formal
education

30-40%

16%

$31,800

of disabled customers are
internet disadvantaged

of children live in households
with an income less than 50% of
the national median

Annual median
income

Are you aware that...
We passionately believe that the
flow-on effect from focusing on helping
fuel the prosperity of our clients
significantly contributes to ensuring
that our communities, and ultimately
our country and all New Zealanders,
will enjoy a more prosperous future.
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How well do you know your
customers and their vulnerability
risk factors?

COVID-19 has created a new wave of vulnerable customers, evidenced by a Commission For Financial Capability
(CFFC) survey in May, showing that:

1 in 4

households are in
arrears on at least
one payment

1 in 10

missed a rent
or mortgage
payment

40%

of households
receive COVID-19
wage subsidy

Sources:
- 2018 Government Census.
- Commission For Financial Capability survey May 2020.

Taking a strategic approach to reviewing and embedding
vulnerability to meet customer needs
KPMG recommend that firms should apply a strategic approach to their vulnerability programme
and we have set out below a framework of the key elements firms will need to consider.
—— The programme should be led by a senior executive
with authority to drive the strategic framework and
ensure expectations are met.
—— Be responsible for first line operations, with active
oversight from 2nd and 3rd line.
—— Board and Executive Management must be
engaged and receive regular updates on progress.

—— Are all your staff consistently trained to identify and
manage complaints and signpost dispute schemes?

—— What controls are in place to measure and/or
manage the risks of poor outcomes?

Ownership

—— Have you identified the roles that require specialist
training? And do you empower staff to make decisions?

Training
Are you providing training
that encourages decision
making that will lead to
good outcomes?

—— Is there a single point of contact for vulnerable
customers?

—— Are you tailoring communications to the needs
of your customers and testing understanding?
—— Are you making reasonable adjustments to
support customers needs?

Firms need to take
action now to prevent
vulnerability being
an issue.

—— Are you set up to address multiple factors of
vulnerability at the same time?
—— Have you taken advice from specialist support
charities?
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Management Information

—— Does your MI and data show what processes are
impacting vulnerable customers?
—— How are you using point of sale information that may
indicate vulnerability (e.g. English as a second language,
domestic harm)?
—— Are you providing a holistic customer view to senior
management and taking action on out of tolerance
metrics?
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Are you using appropriate
MI metrics, aligned to outputs of
risk and control assessments to
assess performance.?

—— Do you have a detailed, embedded Vulnerable
Customer policy with very clear expectations?

Strategy
and Policy

—— How do you capture vulnerability risk in
product design?

Have you set a clear,
centrally driven strategy
and framework to be
implemented by
business areas?

77
Handling
vulnerable
customers

—— How are you testing the effectiveness of your
COVID-19 related changes?

Accountable owners should have
sufficient seniority and be able
to effect change on customerfacing and customer-impacting
processes.

—— Do you combine theory, soft skills and collaboration
sessions?

—— How are you supporting customers who are
digitally disadvantaged?

—— Do you know your end-to-end customer
journeys and where vulnerable customers
could present themselves?
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—— What tools are you using to identify patterns,
warning signs or other indicators and how
quickly can you act?

Identification
of vulnerable
customers
Firms should have a good
understanding of their
customer base and be
able to identify actual or
potential vulnerability
characteristics.

—— Are you using a combination of proactive steps
to prevent vulnerability becoming an issue,
detective steps to understand vulnerabilities
throughout the lifecycle and reactive steps
to enhance monitoring of the customer
behaviours?
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Recording vulnerability
What mechanisms are in place to
document and record vulnerability?
Is data granular enough to enable
fully informed customer
interactions?

—— Does your record keeping support decisions made?
—— Do your systems talk to each other and allow a ‘tell us
once’ approach to recording customer information?
—— What will you do if a customer does not give consent to
record sensitive information?
—— Have you thought about using a risk score for potential
vulnerabilities to support treatment strategies?

KPMG can help
you set out a
firm-wide strategy
1. OWNERSHIP
Help you Identify a suitable owner for a
vulnerability programme including governance
frameworks to effect positive change on
customer outcomes.
2. STRATEGY AND POLICY
Support the end-to-end mapping of customer
journeys, identify areas of weakness and
design appropriate controls to reduce the risk
of customers receiving poor outcomes.
3. IDENTIFICATION OF VULNERABLE
CUSTOMERS
Help you to understand the risk factors of
vulnerability. Use specific data points to
understand the customer base and be able
to identify actual or potential vulnerability
characteristics.
4. RECORDING OF VULNERABILITY
Help you put mechanisms in place to
document and record vulnerability or find
solutions where consent is withheld.
5. MANAGEMENT INFORMATION
Help you design a reporting suite of
quantitative and qualitative metrics to
demonstrate trends, the nature and extent of
vulnerability and indicators of potential issues.
6. HANDLING VULNERABLE CUSTOMERS
Help you to develop treatment and handling
strategies for dealing with the wide range
of vulnerabilities that may lie within your
customer base.
7.

TRAINING
Help you identify the roles and responsibilities
within a customer journey that require specific
or bespoke training and support.

How can
KPMG help?
KPMG provide regulatory advisory,
proposition design and programme
support services for a number of
financial services and non-financial
services firms in the vulnerable
customers space.
KPMG can support you with all
aspects of your vulnerable
customer programme.

Clients include New Zealand,
Australian and UK financial
services firms and nonfinancial services firms such
as utilities.
During our engagements, we
have gained global insight
into firms’ responses to
vulnerability and examples
of good practice of how
other firms and other sectors
are tackling the concept of
vulnerable customers.
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