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1.  Introduction 
 
Welcome to the annual review of the Financial Services Ombudsman Scheme (‘the Scheme’) which 
covers the period from 1st April 2014 to 31st March 2015. 
 
The Scheme, which is currently free to both consumers and financial providers, is managed by and 
operates out of the Isle of Man Office of Fair Trading (OFT).  It is established under Schedule 4 of 
the Financial Services Act 2008. 
 
The aim of the Scheme, where possible, is to put the complainant in the position they would have 
been in had the relevant act or omission not occurred.  It is not to seek betterment for the 
complainant or to punish the financial provider.  
 
Where a complaint is found to be within the Scheme remit, case officers provide the first stage of 
complaint handling offering a conciliation and mediation service.  The involvement of case officers 
with an impartial viewpoint can help the parties see the complaint in a different light and resolve 
the matter with mutual agreement.  In cases where mediation of a complaint fails it can be 
referred to an Adjudicator for formal investigation and determination. 
 
Where, after consideration, a complaint is declined the reasons why are always explained to 
complainants and they are given the opportunity to respond if they disagree.  Wherever possible 
we will inform the complainants of any alternatives which may be available to them. 
 
The Isle of Man Appointments Commission nominates and maintains a panel of six Adjudicators 
who work independently from the OFT.  As part of their consideration of the complaint the 
Adjudicator will take into account the relevant law, statutory regulations, regulators’ rules, 
guidance and standards and codes of practice.  If the Adjudicator upholds the complaint, they can 
make binding awards of up to £150,000.  
 
If either party disagrees with the final determination of an Adjudicator, they can ask for the 
complaint to be reviewed by the Senior Adjudicator who will consider the complaint and either 
uphold the original determination or issue their own.  
 
If a complainant is dissatisfied with the determination of an Adjudicator, they cannot take their 
complaint on to court.  Awards made by the Adjudicators are binding on both parties subject only 
to appeal to the High Court on a point of law.  
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2.  Data 

Overall we handled 542 initial enquiries and complaints from consumers.  A complaint is recorded 
when the Scheme receives a complaint form and the matter is investigated.  In the case of an 
enquiry, a completed complaint form is not received but some discussion may take place with the 
client regarding their concerns and further communication may be necessary. 

 
2.1 Change in numbers of enquiries and complaints received over the year 
 
 Year 2013/14 2014/15 

   
Complaint forms received   277 267 
Enquiries received 213 275 

 
 
 
2.2 Residence of Complainants 
 

Where the complainant lives    2013/14 2014/15 

No. % No. % 
UK 129 47 136 51 
Isle of Man 58 21 44 17 
Rest of World 54 19 65 24 
EU 36 13 22 8 
Total 277  267  
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2.3 Provider Type 
 
Type of provider complained about 2013/14 2014/15 

No. % No. % 
Life Insurance  119 43 114 43 
Bank/Building Society 93 34 100 38 
General Insurance  32 12 35 13 
Investment Adviser  14 5 7 2 
Not within definition of financial service 9 3 6 2 
Moneylenders 7 2 4 1.50 
Collective Investment Scheme  3 1 1 0.50 

Total  277  267  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2.4 Closed complaints 
 
 

Outcome of complaints 

No. % 
Outside scope of the Scheme 149 48 
Resolved through mediation 80 25 
No financial loss through provider error 56 18 
Fair offer made by provider 22 7 
Determined by Adjudicator 4 2 
   
Total 311  
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2.4.1 Reasons why complaints were outside the scope of the Scheme 
 
The Scheme, after initial enquiries and investigations, declined in accordance with the legislation, 
to give further consideration to 48% of the complaints received.  A breakdown of the reasons for 
decline is shown in the following table: 
                      

Reason Scheme declined 2014/15 No. % 
Out of time: Complaint is received more than two years after the act or 
omission giving rise to it came, or ought reasonably have come, to the 
knowledge of the complainant; and in any case, more than six years after 
that act or omission. 

61 41 

Commercial judgement: A reasonable assessment has been made by the 
financial services provider of risk, or of financial or commercial criteria or of 
character. 

41 28 

Not an Isle of Man provider: The financial provider is not operating in or 
from the Isle of Man. 

24 16 

No financial service provided: The service provided is not covered by the 
Scheme. 

4 3 

Not an individual: The Scheme is unable to consider complaints received on 
behalf of a body corporate. 

10 6 

Investment performance: Movements on the financial markets have affected 
the value of an investment rather than the actions of the supplier. 

5 3 

Better dealt with in court / or already decided in court: The dispute would 
be more suitably dealt with by a court or has already been decided in court. 

4 3 

Total 149  

 
2.5 Closed enquiries  

 
 

 
 
 
 
 
 
 

 
 
2.6 Work in progress 
 
Active complaints open at 1st April 2015 
 
Awaiting response from complainant 58 
Under investigation 23 
Awaiting response from provider 15 
Total 96 

 
 
 

Reason Scheme closed 2014/15 No. % 

Advice & assistance provided to complainant on initial contact with no 
further action required.  

 
167 

 
61 

Found to be outside the remit of the Scheme 96 35 
Resolved through Scheme intervention. The case worker has contacted the 
provider on behalf of the client and the complaint has been resolved without 
the need for a complaint form. 

10 
 

4 
 

Total 273  
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3.  Comment on Trends in Complaints 
 
Overall the Scheme received 542 initial enquiries and complaints from consumers.  The number of 
complaints remained very similar to those handled the previous year, but the number of enquiries 
increased by 29%. 
 

 
 
There is little change compared with 2013/14 in the ratios of provider types, with banks and life 
insurance companies being the most complained about providers. 
 
General administration issues were the cause of 70% of the complaints to the banks, which 
referred to a wide range of subjects, including disputes around foreign exchange rates, bank 
charges, requirements for customer identification and account closures.  Of the remaining 
complaints received against the Banks, 13% referred to investments and 8% to loans.  
 
As with the banks, the higher number of complaints received against the life insurance companies 
related to administrative issues, which represented 65% of the complaints received, whilst the 
remaining 35% of complaints related to funds and advice. 
 
As in 2013/14 insurance backed warranties continued to drive general insurance complaints to the 
Scheme.  This will remain an issue until the ten year warranties are exhausted which we anticipate 
will be in 2017/18. 
 
Complaints against investment advisers have fallen year on year with just seven complaints being 
received.  The higher figures in previous years were attributed to issues surrounding the sale of 
Louis Group products.  Since 2012, this annual review has reported determinations in regards to 
complaints relating to the miss-selling of products offered by the Louis Group, by local 
independent financial advisers.  At 31st March 2015, there were no outstanding cases on this 
matter and it appears that these issues, which were first raised with the Scheme in 2010, have 
now been concluded, although clients remain in contact with the Scheme whilst the liquidation is 
in process.  
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Of the 275 enquiries that were made to the Scheme, 112 were received via telephone and 97 by 
email.  Just eight potential complainants with an enquiry about the Scheme came into the Office to 
discuss their concerns.  
 
The OFT operates a consumer advice service helpline, which is manned by experienced staff, who 
also have an understanding of how the Scheme operates.  They have been able to address 
people’s questions early on and explain how to get started with a complaint, whilst more in depth 
queries are referred to the case workers.  
 
Addressing people’s basic questions at the point of the initial telephone, or e-mail, contact has in 
some instances avoided the need for a formal complaint to be referred to the Scheme; for 
example, where an explanation of the rules around time limits or clarification of the role of the 
Ombudsman is all that is needed.  Therefore, whilst the number of enquiries increased year on 
year, the number of complaints received remained at similar levels. 
 
In the case of complaints, the original complaint form must be completed and received by the OFT 
before a formal investigation can start and the most common method of first contact with the 
office for those making a complaint directly is by covering letter sent alongside a complaint form.  
The recently introduced interactive complaint form has given complainants the option to be 
contacted about their complaint by e-mail rather than by post, and this seems to be proving to be 
a popular development, particularly considering that over 32% of complainants are resident 
outside the British Isles. 
 
Whilst there has been an increase in the numbers of enquiries received, the case workers have 
been able to close 311 complaints in the year, compared to 279 complaints closed during 2013/14, 
leaving 96 active complaints at 1st April 2015, the lowest number since the turmoil in the financial 
markets in 2008.  
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4.  Case Studies as Determined by Adjudicators 
 
Four complaints were determined by the Adjudicators in the period 1st April 2014 to 31st March 
2015 and these are detailed below. 

 
1. Miss-sales of Louis Group product x 3 
 
Complaints made to the Scheme 
The Complainants had all been advised to invest into various products issued by Louis Group 
companies.  These companies fell into liquidation with the loss of the complainants’ investments 
and complaints of miss-selling were made to the Scheme.   
 
Summary of complaints  
All the complaints about miss-selling had common themes: 

 
 the risk profile of the product did not match the Complainants;  
 limited product information was supplied to the Complainants at the time the advice was 

provided;  
 the complex and unregulated nature of the products had not been explained to, or fully 

understood by, the Complainants.  
 
Reasons given in defence of the complaints by the various Suppliers were;  
 

 that the risk profile of the products was in line with that of the Complainants;  
 that the Supplier was entitled to rely upon the risk rating determined by the product 

provider, and that sufficient information had been supplied;  

 the Complainants were of sufficient experience to understand and accept the complexities 
and risks of the product.  

 
Findings and awards  
The Adjudicators’ determinations for each case were as follows:  
 
1. IOM resident, invested £14,000 into a 5 year term LG Property Investment & Cession of 
Securities Agreement in June 2008.  
 
          Complaint upheld and award made for £14,000 plus interest at 3% per annum to a defined  
          date.   
          Determination upheld by Senior Adjudicator.  
 
2. IOM residents, invested £75,000 into a LG secured loan note in August 2008.  
 
          Complaint upheld and award made for £75,000 plus interest at 3% per annum to a defined  
          date.   
          Determination upheld by Senior Adjudicator.  
 
3. IOM resident, invested £30,000, via a SIPP, into a LG secured loan note in January 2009.  
 
          Complaint upheld and award made for £30,000 plus 3% per annum to a defined  
          date.   
          Determination upheld by Senior Adjudicator, but award revised to £30,000.00 plus a small  
          Sum, representing the benefit accruing to the client if drawn down from the SIPP.   
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2. Claim for financial loss due to delay in the Supplier implementing customer 
instructions. 
 
Complaint made to the Scheme 
The Complainant was a UK resident but non-domiciled for tax purposes.  The complaint arose 
because the Provider failed to act in a timely manner on the Complainant’s instruction, made 
specifically to reduce her tax liability.  
 
Summary of complaint 
The Complainant had for some time kept her bank accounts separate from her husband.  
Following a change in tax legislation, the Complainant’s tax bill would rise from £30,000 pa to 
£50,000 pa under the Remittance Based Charge assessment method, unless some investments 
were made joint as opposed to sole deposits. The tax legislation changes made this arrangement 
inefficient and would result in an additional income tax liability of approximately £20,000.  
Consequently the Complainant elected to be assessed for income tax on an arising basis.  In 
practice this meant that some investment income would attract a 40% tax charge, but a significant 
amount would only be charged 20%. 
 
Instructions were given to change some investments to joint names prior to the end of the tax 
year in question.  Due to human error, oversights, or both, the Provider failed to act on these 
instructions until well into the next tax year. 
 
Consequently the Complainant had to pay significantly more tax than she would have done had 
the Provider acted upon the instructions promptly.  The actual process to change the account from 
sole to joint basis could have been completed within 24 hours.  In fact the Provider took one 
month to make this simple change. 
 
Findings 
The Provider admitted the error, and had made proposals to compensate the Complainant for 
actual loss, plus an additional sum of £320.00 for distress and inconvenience.  The Complainant 
accepted the distress and inconvenience offer, but felt the proposals overall were inadequate and 
rejected them.  The two parties had totally differing views of what was fair compensation, and the 
difference was too large to be resolved by negotiation or compromise. 
 
The Provider was not able to explain why this simple process took a month to complete.  No 
evidence was provided to suggest that the Complainant had contributed to the delay in the 
necessary changes.  On 30th March the Provider confirmed verbally that they had all the required 
paperwork to effect the desired changes.  The Complainant therefore assumed that the changes 
would be made in time.  There is no evidence that there was any further communication between 
the two parties until the following tax year. 
 
The complaint was therefore upheld. 
 
Award 
The award was for the full amount of the additional tax bill of £7,281.00 plus the previously 
agreed £320.00 distress and inconvenience payment.     
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5.  Scheme Update  
 
During the 2013 customer survey, a number of the respondents asked if the Scheme could provide 
an interactive complaint form, which could be completed on a computer, in preference to having to 
handwrite the details.  This was introduced early in 2015 and already seems to be proving popular 
with users of the Scheme.     
 
Following a public consultation in late 2014 the remit of the Scheme was expanded, with effect 
from 1st April 2015, to include complaints about insurance intermediaries (brokers) and some 
financial services provided to Self Invested Personal Pensions.   
 
With effect from 1st April 2015, summaries of all cases determined by Adjudicators have been 
placed on the OFT website when finalised, which will allow interested parties to review the same in 
a more timely manner.  Hence, this is the last annual report which will include any case 
summaries.  

 
6.  Extension of the Remit of the Scheme 
 
The retirement of the existing UK Pensions Ombudsman during 2015/16 has the potential to 
impact the Isle of Man as the incumbent also fulfils, in a personal capacity, the role of Isle of Man 
Pensions Ombudsman.  Discussions are ongoing about where this function will sit in the future. 
 
The Financial Supervision Commission has recently consulted on a potential new regulated activity 
which will encompass both equity and loan crowdfunding.  Should this go ahead, it is intended 
that the remit of the Scheme will be extended to incorporate this financial service. 

 

7.  Customer Survey 

 
The Scheme is undertaking a second customer survey throughout the 2015/16 financial year.  The 
results will be published in the next Annual Report. 

 
8.  Contact Details 

 
If you have any questions about the operation of the Scheme, a specific issue or feedback on this 
report, please contact us using the details below. 
 
 
Isle of Man Financial Services Ombudsman Scheme 
Office of Fair Trading, Government Building, Lord Street, Douglas 
Isle of Man, IM1 1LE, British Isles 
 
Telephone:  +44 (0)1624 686500 
Fax:  +44 (0)1624 686504 
E-mail:  ombudsman@iomoft.gov.im 
Website: www.gov.im/oft 

 

mailto:ombudsman@iomoft.gov.im
http://www.gov.im/oft

