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Value assessments: a roadmap
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The implementation period for the Consumer Duty is comparatively short. To ensure they have sufficient time to overcome practical challenges, firms need to start building their
assessment frameworks now. We set out below some key considerations for firms as they develop their assessments. The steps are not necessarily sequential and many can be

undertaken concurrently.

Dec 2021

2022

Framework
Review

Process
Definitions and roles

Key definitions of what
must be agreed at the
outset but firms must
avoid lengthy debate,
recognising the
framework will require
iteration as they begin
using it.

Firms need to agree
roles/responsibilities
with other entities in
the distribution chain
and be mindful of
gaining their buy-in to
the assessment
framework.

Draft rules (CP21/36) published

Build framework
Agree roles/responsibilities

Rationalise products

Firms need to take a
pragmatic, risk-based
approach to the
review, grouping
products with similar
features and risk
profiles together.

Taking time to do this
at the outset will save
time in the longer
run.

July 2022

Final rules on Consumer duty expected

30 April 2023
Expected deadline for
implementation

Iterate assessment framework

Reviews/re-reviews

Assessment &
thresholds

In building their
assessment
framework, firms
need strike the right
balance between
flexibility and
consistency.

To ensure consistent
interpretation of
value, firms need to
set initial thresholds
for each of their
assessment metrics.

Data audit

Firms need to
understand what
data they have, and
what they need, in
order to complete
the assessment.

Building systems to
bring together
several data feeds or
capture additional
data is time
consuming and firms
may need to develop
temporary proxies

Third party data

Firms need to leave
sufficient time to
address any practical
issues or resistance
third parties may have
to providing data.

The format of data
requests will be key to
ensuring that third
party data maps
across to the
assessment
framework.

Perform assessment

It is only by using the
framework that firms
will understand where
gaps exist or where
they need additional
data.

Firms should begin
using the framework
early enough to allow
them to iterate it and
re-review products,
where necessary.

Re-calibrate

As the first rounds of
review take place,
firms will need to re-
calibrate thresholds to
ensure that the
assessment framework
is producing consistent
results.

Manual workarounds,
data proxies and
product groupings also
need to be sense-
checked and, where
necessary, refined.

Iterate the assessment framework and remediate products/services, where necessary.

Governance

Supervisors will
expect oversight and
challenge of the value
assessment
framework and
results.

Firms must allow
sufficient time to
incorporate feedback
from relevant
committees and
should not wait until
the assessments are
complete before
engaging them.




Value assessments: a framework

Firms will need to develop consistent frameworks for their value assessment. Below are suggested dimensions of a value assessment alongside examples of the key data points used by

asset management and general insurance firms. By way of example, we have also set out some suggested data points for retail banks. These are not exhaustive.

Key dimensions of value

The characteristics of the product
including its purpose, utility and aspects
of design that may influence value.

PRODUCT

PRICE AND The price pfand by the customer ar?d the
costs associated with manufacturing the
COST
product
CUSTOMER The ch'aracterlstlcs' (?f the cu§tomer .base
including vulnerability and differential
BASE .
pricing between customer cohorts.
SERVICE The qgallty of gerwcg customers receive
Including non-financial costs.
DISTRIBUTION | The expected distribution costs of the
product.

Asset Management

Investment objectives, policy and
strategy

Fund charges relative to competitors or
to similar products offered by the firm

Cost incurred in manufacturing product

Whether economies of scale are shared
with clients

Target market

Differences in charges between unit
classes vs differences in service levels

Investment performance
Risk management and operations

Customer service

Not required under existing assessments

Example Data Points
General Insurance

Benefits and exclusions
Claims acceptance/loss ratios

Customer feedback on utility of product
(e.g. complaints, cancellations)

Premium

Market rates and charges for
comparable products

Cost incurred in manufacturing product

Underwriting risk of customer base

Cohort pricing analysis

Claims SLAs
Service SLAs

Customer service-related complaints

Cost of add-ons and/or premium finance.

Commissions, fees and charges

Retail Banking (suggested)

Complex pricing models
Complaints

Customers’ reasonable expectations

APR, fees and charges

Market rates and charges for
comparable products

Cost incurred in manufacturing product

Credit risk of customer base

Additional benefits e.g. enhanced
support.

Service SLAs

Advice/broker fees

Commissions



Deloitte

This publication has been written in general terms and we recommend that you obtain professional advice before acting or refraining from action on any of the

contents of this publication. Deloitte LLP accepts no liability for any loss occasioned to any person acting or refraining from action as a result of any material in this
publication.

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number OC303675 and its registered office at 1 New Street Square,
London, EC4A 3HQ, United Kingdom.

Deloitte LLP is the United Kingdom affiliate of Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee

(“DTTL"). DTTL and each of its member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not provide services to clients. Please see
www.deloitte.com/about to learn more about our global network of member firms.

© 2022 Deloitte LLP. All rights reserved.



