Poor advice is given:

potential liability for redress is created

Poor advice is detected and corrected
(eg through compliance checks or FCA intervention)

Firm identifies poor advice and pays redress
(eg following a complaint or investigation)

Firm pays redress following an adjudicator or
Ombudsman decision* (or a court judgement)

Firm’'s resources used to pay cost of redress as part of
insolvency process

Redress is paid by the Financial Services Compensation

Scheme (FSCS)*

Consumer bears the cost of poor advice
(egif the claimis not protected under the FSCS)

*Different limit exist on the awards that may be made by the Ombudsman and the compensation
payable by the FSCS: in either case redress may not be paid in full.

*FSCS will seek to recover the cost of compensation paid (eg from the insolvent firm, an insurer or
other third party) where reasonably possible and cost-effective to pursue.
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Measures to improve
the quality of advice
can reduce liabilities
created

Measures to improve
firm resources and
resilience can
increase the
likelihood of a firm
remainingin
business - and
paying its own
redress bill - after
giving poor advice
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Where a firm cannot
pay, compensation is
funded by alevy on
firms**. We seek to
ensure the costis
shared fairly and
sustainably





