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Financial Services Ombudsman Scheme 
Report at 31st March 2010 

 
 
 
 
Welcome to the annual review of the Financial Services Ombudsman Scheme which covers 
the period from 1st April 2009 to 31st March 2010. 
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1. Data 
   
Overall we handled 601 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. 

 
1.1 Change in numbers of enquiries and complaints received over the year 
 
 Year 2008/09 2009/10 

   
Complaint forms received   372 388 
Enquiries received 338 213 
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1.2 Residence of Complainants 
 

Where the complainant lives    2008/09 2009/10 

No. % No. % 
UK 158 43 197 51 
Rest of World 102 27 103 27 
EU 59 16 44 11 
Isle of Man 53 14 44 11 
Total 372  388  

 

 
 

1.3 Provider Type 
 
Type of provider complained about 2008/09 2009/10 

No. % No. % 
Bank/Building Society  177 48 164 42 
Insurance - Life 112 30 160 41 
Insurance - General 56 15 41 11 
Investment Adviser  12 3 13 4 
Collective Investment Schemes 15 4 9 2 
Stockbroker   1  
Total 372  388  
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1.4 Completed complaints 
 

Outcome of complaints 2008/09 2009/10 
No. % No. % 

Found to be outside the remit of the Scheme 181  66 289 72 
Resolved through mediation 87  33 110 27 
Determined by Adjudicator 3 1 4 1 

Total 271  403  
 

1.5 Completed enquiries  

 
 

 
 
 
 
 

1.6 Work in progress 
 
Active complaints open at 1st April 2010 
 
Awaiting response from complainant 109 
Under investigation 60 
Awaiting response from provider 50 
Total 219 

 
2.  Comment on Trends in Complaints 
 
The number of completed complaint forms received remained steady year on year but there 
was a noticeable decrease in the number of enquiries made to the Scheme in 2009/10. 
 
Such decrease in enquiries would appear to be a reflection of the general improvements in 
market sentiment and clients regaining some confidence in the stability of the financial 
providers and their ability to withstand further market turmoil. 
 
The number of complaints completed during the year was significantly higher as many cases 
which had been received by the Scheme in the year 2008/09 came to fruition and the 
decrease in complaint enquiries allowed the case officers more time to action the actual 
complaints.  
 
That clients have regained some confidence in the banking sector in particular is 
demonstrated by the fall in numbers of complaints against that type of provider. The fall in 
numbers has been aided by improvements in the banks’ complaint handling processes. 
 
In addition, Officers working in the Scheme have delivered talks to financial providers giving 
advice on the Scheme and how to improve their complaints handling potentially avoiding the 
escalation of complaints to the Scheme. 
 
Numbers against general insurers also fell significantly as one specific issue between a local 
insurance provider and its agent was resolved.  
 

Outcome of enquiries 2008/09 2009/10 
No. % No. % 

Advised - no further action required 189  66 160 71 
Found to be outside the remit of the Scheme 76  26 49 22 
Resolved through mediation 22     8 16 7 
Total 287  225  



 

Page 4 of 9 

 

However, complaint numbers against the offshore life insurance providers increased, partly 
as a result of the fall in global market performance which in turn led to suspensions of 
assets linked to the products, but also because clients’ changing financial circumstances 
caused them to question the affordability of the product which might have been invested 
into some years earlier.  
 
The chart below illustrates how complaint numbers received by each type of provider have 
altered year on year. 
 

After a peak at the start of the financial year, the numbers of complaints and enquiries 
received on a monthly basis remained consistent during the year as illustrated in the graph 
below.  

  

 
 
The number of complaints found to be outside the Scheme remit increased year on year and 
although some improvements to the information issued to clients about the Scheme were 
made in 2010, others are planned to be made in 2011 to assist complainants in deciding 
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whether their complaint falls within the remit of the Scheme prior to them submitting their 
complaint to the Scheme.  

 
3.  Case Studies as Determined by Adjudicators 
 
If mediation of a complaint by the case worker fails or has no reasonable prospect of 
succeeding it can be referred to an Adjudicator for formal investigation and determination. 
The Appointments Commission nominate and maintain a panel of six Adjudicators who work 
independently from the Office of Fair Trading. The Adjudicator will take into account the 
relevant law, statutory regulations, regulators rules, guidance and standards, codes of 
practice and whatever they consider to have been good practice at the time the complaint 
arose. Just four complaints were referred to the Adjudicators in the period 1st April 2009 to 
31st March 2010 and these are detailed below. 
 
 
1. Investment Advice 
 
Complaint made to Scheme  
 
In October 2006 the Complainants invested £125,000 into two products as advised and 
recommended to them by the Provider.  The Complainants say the provider’s salesman 
assured them (i) that because of the investment provider’s strategies their capital was safe 
and (ii) they would receive a return of at least 5% per annum.  Early in 2008 the 
complainants noted from the valuations that the performance of the investments was not in 
line with the assurances.  As a result in July 2008 they gave instructions to liquidate the 
investments.  The liquidation was completed in October 2008 resulting in a loss of capital of 
£2343.  During the period of the investments no income had been taken.  The claim was for 
the mis-selling of these investments resulting in (i) loss of capital of £2343; (ii) loss of 
income £12,500 (5% of the capital sum for one year); (iii) they also complain that the 
liquidation of the funds was delayed. 
 
The Provider advised that it had given no assurances on either the safety of the capital 
within the investments nor on the returns which would be received from the same. 
 
Finding 
 
The provider’s salesman maintained that he had handed all the product literature to the 
Complainants who denied receiving the same.  It was established that the provider’s 
salesman failed to take a fact find nor did he make notes. Because of the lack of 
documentary evidence an Oral Hearing was held during which the complainants referred to 
receiving from the provider’s salesman a further product brochure.  Under affirmation the 
provider’s salesman said he did not recall sending this brochure and that he had no record 
of doing so.  After the Hearing the Complainants produced this brochure which had been 
designed specifically for them.  Consequently the credibility of the provider’s salesman was 
damaged. 
 
Loss of capital - In principle, the investments were suitable for the Complainants in the 
circumstances as presented to the provider’s salesman.  However the Adjudicator held that 
the product literature failed to make clear that capital could be lost when investing in funds 
which contained an element of equities.  As the provider’s salesman’s evidence was not 
reliable, the Adjudicator was not satisfied that the Complainants had received the product 
literature (which in any case was not sufficiently explicit regarding risk) nor that the 
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provider’s salesman had explained the risk to them.  For these reasons the claim for loss of 
capital succeeded. 
 
Loss of Interest – Both the written evidence, evidence at the Hearing and in telephone 
conversations between the parties indicate that the Complainants did not ask for a regular 
income.  This point was not raised in the Complainants’ letter of July 2008 when they gave 
instructions to liquidate the funds; it was raised for the first time in the Complainants’ letter 
of complaint dated 28 September 2008.  The literature made clear that a withdrawal of up 
to 5% per annum with penalty could be made, and if the provider’s salesman had given 
assurances/guarantees of this he was entitled to do so.  Despite the loss of capital, there 
was no reason why the Complainants could not have made a withdrawal.  Accordingly the 
claim for loss of interest on the capital was not upheld. 
 
Liquidation of Investments – One of the Complainants spoke with the Provider on the 
telephone on the 26 July 2008 followed by a letter of the same date instructing the Provider 
to liquidate the investments; the letter included the following – ‘we do not require you to 
cash everything in immediately but to sell on a gradual basis as you see fit and when the 
opportunity arises to obtain the best price, we realise this could take a few months’.  After 
listening to the recording of the telephone conversation, the Adjudicator was satisfied that 
no pressure was put on the Complainant to write this letter and that the investments were 
liquidated in accordance with the clear unequivocal instructions of the Complainants.  
Consequently the claim regarding liquidation was not upheld. 
 
The Final Determination on this complaint was appealed by the Complainants to the Senior 
Adjudicator who upheld the Determination.  
 
 
2.  Notification of negative interest being applied to a currency deposit account 
 
Complaint made to Scheme 
 
The Complainant held accounts with the Provider and moved abroad in September 2007 to a 
new job.   The Complainant said that as well as giving a redirect instruction to the Post 
Office the Provider was also informed of the change of address during a personal visit to 
their offices and agreed to complete a change of address form.  The Complainant maintains 
that this form was returned to the Provider a few days later.  The form was in fact dated 3 
December 2007 but the Provider maintained that they did not receive it until January 2008. 
 
During the Complainant’s personal visit to the Provider’s office he also arranged for a Call 
Deposit Account to be opened into which he deposited an amount of Arabian Dirhams.  
When he did this the Complainant accepts that he knew no credit interest would be paid by 
the Provider.  In December 2007 the Provider wrote to the Complainant at his former 
address to advise him that they would be charging the Complainant 5% interest on any 
balance held in the account.   This letter was not received by the Complainant. 
 
After receiving the change of address notification in January 2008 the Provider attempted to 
contact the Complainant by telephone to carry out standard security checks.  When they 
could not contact the Complainant by phone the Provider wrote to him at his previous 
address and the new address they had just been notified of. The Complainant made contact 
with the Provider by e-mail and supplied a telephone contact number. 
 
At around the same time the negative interest being charged on the Call Deposit Account 
was increased to 10% but no notification of this increase was sent to the Complainant.  It 
was not until a month later when the Complainant contacted the Provider that he finally 
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found out he was being charged debit interest on the money held in the Call Deposit 
Account.  As soon as the Complainant found out about the negative interest being charged 
he gave the Provider instructions to sell the Arabian Dirhams. 
 
The Complainant believed that he had given the Provider his new address on several 
occasions and therefore there was no reason why they could not contact him about their 
intention to start charging him for holding Arabian Dirhams.  The Complainant contended 
that had he been informed of the Provider’s intention he would have moved the Arabian 
Dirhams to another provider where he could have received credit interest. 
 
The Provider maintained that under its terms & conditions it had no obligation to give notice 
of any change in rates of interest.  In addition the Provider maintained that the Complainant 
did not tell them of his change of address until January 2008. 

 
Finding 
 
A final decision of the Adjudicator was issued but at the request of the Complainant the 
decision was reviewed by the Senior Adjudicator.    
 
It was held that the dispute centred upon the need of the Provider to notify the Complainant 
that negative interest to the account could be applied to the account. Whilst the terms & 
conditions were silent with regard to negative interest rates the Adjudicator was of the 
opinion that such interest should be viewed as a charge and therefore notification of any 
charge should be given as with other costs and charges.  The Adjudicator held that whilst 
the Provider could not be held responsible for the non delivery to the Complainant of the 
letter sent in December 2007 it was not reasonable for the Provider not to have given notice 
of the increase of negative interest in January 2008. 
 
The Adjudicator originally held that the Provider refunded the interest charged by the 
Provider from the 10 January 2008 until the 11 February 2008 when the Complainant found 
out that the negative interest was being applied. However the Senior Adjudicator amended 
this decision and instructed the Provider to refund all the interest charged from the 10 
January 2008 until the account was closed on the 19 February 2008. 
 

 
3. Alleged mis-sale of Payment Protection Insurance 
 
Complaint made to Scheme 
 
The Complainant applied for a personal loan from the Provider in 2003 and again in 2007 
and on both occasions Payment Protection Insurance (PPI) was arranged as part of the loan 
transaction.  The Complainant said that when he entered into both loans he was led to 
believe that PPI was compulsory and the loans would not be granted if he did not take the 
cover.  It was only in 2008 when he viewed information on the internet that he came to 
understand that such cover should have been optional.   In addition the Complainant 
claimed the Provider did not draw his attention to the significant features of the PPI and 
therefore he had no knowledge of how PPI worked nor was he informed that the PPI 
premiums would be added to the cost of the loan from the start.  The Complainant also 
alleged that he did not need PPI as he already had sufficient cover through his employer.  
The Complainant was seeking a refund of the PPI premiums with interest.   
 
The Provider denied any incorrect actions on their part during the sale of the PPI. 
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Finding 
 
The Adjudicator concluded that as the Complainant was in his 30s and worked in the finance 
sector himself he could not be viewed as a vulnerable or disadvantaged person.  The 
Provider was able to supply documentation to evidence the enquiries they had made with 
regard to the Complainant’s financial position.  The documents also showed that PPI was 
optional and not compulsory.  In addition a letter from the Provider to the Complainant 
detailed the significant features of the PPI, offered a 30 days cooling off period and had 
been countersigned by the Complainant by way of acceptance.  The Complainant had also 
signed to acknowledge the receipt of a PPI booklet.  The Adjudicator held that the PPI had 
not been presented in a manner which could be described as misleading, obscure or 
incompressible. 
 
The Adjudicator held that from all the documentation supplied by the Provider they had 
gone to considerable lengths to discharge their responsibilities and to document the optional 
nature of PPI.   
 
The Adjudicator did not uphold the complaint. 
 
 
4. Claim on After the Event Insurance declined. 
 
Complaint made to the Scheme 
 
The Complaint was made to the Scheme on behalf of the estate of the Policyholder.  
 
The policy had originally been taken out with the Provider in relation to a personal injury 
claim which had been made on a ‘no win no fee basis’.   Before the case got to court the 
Policyholder’s first solicitor went into administration on the 23 December 2007 and had to be 
replaced.   The new solicitor contacted the Provider to be told that the policy could not be 
transferred to them and had in fact ended on the 23 December 2007 when the first solicitor 
went into administration. However the Provider did not terminate the policy in accordance 
with their own terms & conditions. The Policyholder lost the case and was ordered to pay 
the defendant’s costs.  The Policyholder’s solicitor then made a claim on the policy for the 
costs which had been incurred before the policy ended on the 23 December 2007.  
 
The Provider declined the claim on the grounds that the policy ended on the 23 December 
2007 and was therefore not in force at the time the Policyholder lost the court case and the 
costs awarded. 
 
Finding 
 
The Adjudicator accepted that the policy did end on the 23 December 2007 when the first 
solicitor went into administration.  However the Adjudicator determined that there was no 
clause in the policy which allowed the Provider to avoid its liability to indemnify the 
Complainant from the start of the policy until the 23 December 2007. 
 
The Adjudicator upheld the complaint. 
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4.  Extension of Scheme Remit 
 
The Isle of Man Financial Services Ombudsman Scheme is established under Schedule 4 of 
the Financial Services Act 2008.      
 
This Act allows for the extension of the remit of the Scheme to include types of financial 
services not previously falling within the same and in 2009/10 it was suggested that the 
Scheme be extended to cover the ‘Money Service Businesses’ based on the Isle of Man. 
Although there are few such regulated businesses it was thought particularly relevant to Isle 
of Man residents, who would be the main users of such services, for these businesses to be 
within the Scheme remit. After a period of consultation this extension of the Scheme came 
into force on 1st August 2010.  
 
The possibility of further extending the remit of the Scheme will be actively considered 
during 2010/11.      
 
 

5.  Client Survey  
 
Within the Annual Report for 2007/08 it was stated that during 2009/10 a survey of our 
client base would be undertaken, similar to the survey of businesses already undertaken 
during that year. Regrettably owing to constraints in resources, no survey was made of the 
Scheme’s client base.   
         
 

6.  Contact Details 
 
We hope that this review is informative and helpful but any comments, questions or 
feedback is welcomed. 
 
How to contact us: 
 
Isle of Man Financial Services Ombudsman Scheme 
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 
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