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Instructions to learners: 
 
This material has been designed to provide background information / research 
material for the examination. It is intended to help students familiarise themselves 
with the enclosed material prior to the examination.  
 
The information and data is made up of: 
 Case study 1 information and data. 
 Case study 2 information and data. 
 
Candidates are advised to read both sets of case study information and data prior to 
the examination. At the beginning of the examination, candidates are advised to 
review the case studies in conjunction with the question paper before committing to 
answering a particular case study. 
 
Please note: 

 You may annotate the case study material. 
 The figures and products featured in the case study information and data were 

correct at the time of writing. Learners are not expected to know current interest 
rates of specific products and services, nor to have detailed knowledge of 
changes to products and services. 

 Although this material contains certain information relating to the examination 
scenarios and questions, additional information is provided in the examination 
question paper. 
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Case study 1 

Carl is worried about taking out a loan and what to do if he can’t manage his 

debt 

Carl is a 20-year-old university student. He lives at home and works part-time in a 

local supermarket, close to where he lives in North London. During university 

holidays he works full-time at the same supermarket. Once he graduates, Carl 

intends to go travelling for a year; however, he is not good at saving. 

Carl has a balance of around £300 in his current account but usually goes overdrawn 

each month, especially when he is working part-time.  

Carl wanted to buy a motorbike and applied to his bank for a personal loan. The bank 

agreed and quickly granted a loan of £3,500, to be repaid over three years. This loan 

covered the cost of the bike and a crash helmet. Carl eagerly signed without reading 

the agreement and set up a direct debit to take payments from his current account to 

repay the loan. 

But within a few months Carl was having trouble making the personal loan 

repayments and had got into arrears. He doesn’t know how he will keep up with the 

payments. 

He was considering a payday loan and other debt solutions as a short-term solution 

when without notice the bank passed his details to its debt recovery section, who 

wrote to Carl. Panicking, his initial thought was to sell his motorbike at a loss to pay 

off his arrears. He hasn’t yet sold the bike, realising he will still have the balance of 

the loan to pay off. 

Carl and his mother think that the bank should have made sure that Carl could afford 

the loan before giving him the money. A quick look at his balance history would have 

proved he was not a reliable saver. His mother goes on to say “I would have 

expected the bank to have asked him to produce a payslip, or a bank statement, or 

something like that, but there was nothing. It just seems wrong to me that he could 

go to the bank and walk out of there with a loan to buy an expensive bike – because 

Carl’s got nothing to prove he could afford those repayments. I’m worried how this 

might affect his credit history." 
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Carl and his mother know that the personal finance sector is highly regulated and 

that there is some kind of consumer protection available. They wonder if other people 

are trapped in the same predicament as Carl. They want to know more about 

consumer protection and what options for making a complaint might be open to them. 

Background to consumer protection 

Since the credit crunch of 2007–08, many commentators focus on who contributed to 

the crisis, especially the mortgage markets in the USA and how this affected the 

market for financial services in the UK. The market in the UK was unsettled to the 

degree that many financial organisations were unable to continue trading without 

substantial support from the government. New regulatory agencies were introduced, 

and reforms made on the governing principles that oversaw the personal finance 

sector. 

Alongside the increase in consumer protection, there has been an increase in the 

amount and quality of information about debt solutions for those in long-term debt. 

This has resulted in an increase in the use of debt management plans, debt relief 

orders and individual voluntary arrangements. 

Recent trends 

There has been a small amount of well publicised mis-selling activities in the media, 

such as the mis-selling of PPI. As the terms and conditions weren’t properly 

explained, people thought it was compulsory to take out and were unaware if there 

was any other insurance that could cover the loan. New regulations were introduced 

in 2010 to stop this kind of mis-selling, with customers being reimbursed the PPI 

premiums plus interest, or being paid the difference between the PPI premiums paid 

and a regular insurance product (Source: www.bbc.co.uk, 2010). 

In 2015 the Financial Conduct Authority (FCA) introduced a cap on the maximum 

charges that a payday lender could charge their borrowers. Money Marketing 

reported on this and further changes:  

“The FCA has extended its payday loan price cap until at least 2020, saying the 

regime has delivered ‘substantial benefits’ to consumers. 

The FCA says: ‘The review provides clear evidence that FCA regulation of high-cost 

short-term credit (often known as ‘payday lending’) has delivered substantial benefits 
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to consumers.’ The regulator adds 60,000 borrowers are saving a total of £150m per 

year as a result of tougher consumer credit rules. 

In 2015 the FCA said the interest and fees on payday loans should be capped at 0.8 

per cent per day. It also said default charges should not top £15, and that no 

borrower should ever pay back more than double the amount they borrowed.” 

Under the FCA regulations, financial businesses are required to: 

 have processes for handling complaints fairly and promptly; 

 publish a summary of their in-house complaint handling process; 

 refer in writing to the availability of this summary at the point of sale or the point of 

first contact with the customer; 

 give this information in writing to customers when requested and when 

acknowledging a complaint. 

In 2019, the Council of Mortgage Lenders compared different debt, related to types of 

loans. Table 1 shows an extract of that data, showing the level of debt, excluding 

mortgages, for the years 2013 to 2018. 

Table 1: Level of debt from 2013–2018 

 

Source: The Council of Mortgage Lenders (2019) 
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What about the regulators? 

The National Audit Office reporting on the effectiveness of regulators, stated: 

“Consumers of regulated services are facing a number of significant difficulties, from 

rising bills to the impact of service failures. The regulators who have statutory duties 

to protect consumers in these sectors all face common challenges in meeting their 

objectives. They have to balance the often-competing needs of consumer and 

provider interests, alongside other duties covering issues such as sustainability, 

security of supply, or financial stability, and they often have only limited influence 

over outcomes.  

Regulators are all taking steps to improve how they define, measure and report their 

performance in protecting consumers, but all have further to go to do so in a 

meaningful way. Until they achieve this, they will not be able to give consumers 

confidence that they are providing value for money, or adequate overall levels of 

protection for those who need it” (Source: The National Audit Office, 2019). 

The FCA says it sets and enforces “the rules that consumer credit firms must follow. 

We also aim to ensure they treat customers fairly.” It is specific on its website about 

what fairness is. The FCA also states:  

“There are six consumer outcomes that firms should strive to achieve to ensure fair 

treatment of customers. These remain core to what we expect of firms. 

Outcome 1: Consumers can be confident they are dealing with firms where the fair 

treatment of customers is central to the corporate culture. 

Outcome 2: Products and services marketed and sold in the retail market are 

designed to meet the needs of identified consumer groups and are targeted 

accordingly. 

Outcome 3: Consumers are provided with clear information and are kept 

appropriately informed before, during and after the point of sale. 

Outcome 4: Where consumers receive advice, the advice is suitable and takes 

account of their circumstances. 
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Outcome 5: Consumers are provided with products that perform as firms have led 

them to expect, and the associated service is of an acceptable standard and as they 

have been led to expect. 

Outcome 6: Consumers do not face unreasonable post-sale barriers imposed by 

firms to change product, switch provider, submit a claim or make a complaint” 

(Source: the FCA website, 2019). 

Media stories 

In 2018, Barclays were in the midst of a scandal due to the pressure selling of loans, 

meaning that sometimes customers were taking on larger loans than they could 

afford. The bank was ordered to pay compensation to thousands of customers. 

Some financial newspapers reported that some people were being prompted to move 

outstanding balances onto a second loan, a debt consolidation loan or other debt 

management solutions. This would mean that borrowers would become a long-term 

customer with further debts.  

Which.co.uk describes financial mis-selling as:  

“When you experience one or more of the following when buying a financial product: 

 You were given bad or unsuitable advice. 

 The risks associated with the financial product were not explained to you. 

 You were not given the full information you needed when you took on the 

financial product and so ended up with a product that’s not right for you. 

 You weren’t told about additional charges and fees which you’ve incurred 

following advice. 

 You experienced hard sales tactics and felt uncomfortable or pressured into 

an investment that you didn’t really need or want” (Source: www.which.co.uk). 

It is also widely reported in the media and online advice sites that bad debts can 

affect credit history. Late or partial payments will be recorded on your credit history 

and credit report. If debts are passed on to debt collection agencies, this is recorded 

as well. Your credit score can be reduced significantly and make it difficult to qualify 

for good interest rates or loans, including credit cards. 
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What action can you take? 

If you believe you have been mis-sold a financial product or have been treated 

unfairly, you should complain as soon as possible to the provider of the product 

stating why you think it was mis-sold. If this fails, you should complain to the 

Financial Ombudsman Service (FOS). It will investigate problems or complaints 

about financial products or services and broadly it can look at complaints from an 

individual customer – or joint customers – of a financial services business. 

The FOS has this to say about what to do if you wish to complain to it: 

1. You should give the financial business you’re unhappy with a chance to sort 

things out before bringing your complaint to us. 

2. If you’re not happy with the response you get from the business, you can ask 

us to get involved. You need to get in touch with us within six months of 

receiving the business’s final response to your complaint. 

3. Once we’ve checked your complaint is something we can help with, we’ll start 

to investigate. When we look into your complaint we will ask the business for 

their side of the story and then weigh up the facts of what’s happened, fairly 

and impartially. 

4. Once we’ve got all the information we need, we’ll let you know what we think. 

If we think there’s just been a misunderstanding – or if you haven’t lost out 

financially – we’ll explain why. But if we decide you’ve been treated unfairly, 

we’ll tell the business to put things right. 

5. If you or the business disagrees with what we think, you or the business can 

ask for a formal decision from one of our ombudsmen. If you reject the 

ombudsman’s final decision, we can’t take your complaint further – but you 

can still go to court [if you have your evidence] to argue your case instead.  

 

(Source: www.financial-ombudsman.org.uk) 
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Case study 2 

Ralph needs insurance for university 

Ralph, aged 18, will soon be going to university to study. He will be living off campus 

in a house with three other students. He is quite happy to live in private 

accommodation. He realises that he will probably need to take out a contents 

insurance policy while he is there. 

He had hoped that he would be covered by his parents’ home insurance policy but, 

when they checked, they discovered that the policy did not cover children living away 

from home for any reason. Ralph intends to take his laptop, Samsung mobile phone, 

television, Sony games console and sports bicycle with him. Each of these cost quite 

a lot of money. He plays classical guitar and has an expensive rare guitar, which he 

intends to take with him to university. 

He knows, therefore, that he will need to take out a reasonably comprehensive policy 

that will cover all of these items. This is especially the case as the area where he is 

going to live has a reputation for having a high level of theft. This is because 

students, who form a large part of the population in that area, are often not very good 

at looking after their possessions. 

Ralph is concerned, however, about how much the contents insurance policy will 

cost. He is not sure how much his belongings are worth. He will have to spend a lot 

of money to go to university and also knows that paying for an insurance policy as 

well is going to be very difficult for him, and so he will need to look for the cheapest 

price possible. He may be able to pay in one lump sum but is willing to pay monthly. 

He knows that there are likely to be different ways to apply for an insurance policy, 

including post, telephone and online. He is concerned, however, about the security 

issues of providing personal and financial information through the internet. His 

parents do not bank online and have said that they do not trust the internet.  

Ralph will be working part-time on Saturday and Sunday to cover his premiums. 

Ralph realises that he needs some more information about the various contents 

insurance policies available. There is a certificate of insurance and a policy document 

that are issued when someone takes out insurance. Ralph knows that he will need to 

find out about these. 
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The Research 

Contents insurance 

Contents insurance provides cover that protects against damage to, or loss of, an 

individual’s personal belongings while they are located within that individual’s home. 

Some policies also provide restricted cover for personal belongings temporarily taken 

away from the home by the policyholder. 

Table 1 shows the extent of contents insurance policies in the UK. 

Table 1: Contents insurance in the UK 2018 

Households with contents insurance policies Over 3 in 4 in the UK 

Total contents insurance claims 2.3m 

Average theft claim £1,670 

Amount paid out on average each day £8.1m 

Source: Association of British Insurers, www.abi.org.uk 

Student insurance 

Gocompare.com contains some useful information on student insurance: “Starting 

university is exciting but it can be a daunting experience too. With so much of your 

focus on meeting new friends, surviving freshers’ week, starting your studies or 

simply finding your way round a new city, protecting your belongings might not be top 

of your list of priorities. However, if you take just a minute or two to think about the 

things you own, and in many cases rely upon, such as your laptop, mobile phone, 

TV, clothes, iPod or camera, the value is probably greater than you think. So, while 

buying insurance may seem dull, it’s one of the most sensible investments you can 

make as a student, particularly since young people in the 16–24 age group are three 

times more likely to be victims of burglary and one in every three students becomes a 

victim of crime” (Source: Home Office Report Crime in England and Wales). 

“Some students are under the impression that their belongings are covered under 

their parents’ home insurance, but this is often not the case and even where cover is 

available it will usually be restricted. As a result, standalone student contents 

insurance policies are available to protect against loss or damage caused by risks 

such as theft, fire, vandalism, storm, flood and burst pipes. Student contents 
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insurance can provide you with valuable peace of mind, regardless of whether you 

are in your first or final year of studies. Although insurance won’t make the loss, theft 

or damage of your belongings any less upsetting, it will ease the financial strain of 

replacing them” (Source: www.gocompare.com). 

The average value of belongings that students take with them to university could be 

around £3,000. Students often underestimate the value of their belongings. 

Prospects.ac.uk says that belongings at university could include:  

 Bedding and towels. 

 Clothing and personal items such as toiletries. 

 Kitchen items and some food to keep you going for the first week. 

 PC/laptop, games consoles and any cables and chargers. 

 Mobile phone and charger. 

 A desk fan and lamp. 

 Music speakers. 

It also has this to say about insurance: 

“Your university accommodation may include the cost of basic insurance for your 

possessions. However, if this is the case and you have some hi-tech or expensive 

equipment, you'll need to check the level of cover provided. 

Other steps you can take to keep your belongings safe include: 

 Keeping copies of contents insurance documents and warranties in a metal 

security file box. 

 Ensuring that you know who to contact if something goes wrong – for 

instance, student support and residential services are there to help with 

university-based issues.  

 Storing a list of contact numbers separate to your phone – for example, 

family, friends, your bank or card provider, mobile phone network, and your 

university's student support service – so if you lose the electronic list, you can 

still get in touch.” (Source: www.prospects.ac.uk) 
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The cost of contents insurance at university 

UCAS has this advice: “Before you fork out on cover, you could check your parents' 

home insurance policy, as you may automatically be covered against theft or loss 

under its 'temporarily removed from the home' section while you're a student. 

The cover only applies while your contents are in your accommodation, and as long 

as your parents' home is your main permanent address. Many policies allow this, but 

you'll need to check they don't mind you using their policy, as they'd have to submit 

any future claims. 

If you need cover for any mobiles or laptops, or items you normally wear or carry 

away from your home, you could ask your parents – if they haven't already – to pay 

for an 'add on' to their existing home contents policy. This covers your stuff while it's 

out of your rented home. 

If you can’t use your parents' insurance, your next port of call is a specialist or local 

insurance broker. Make sure you let the insurer know if you’re taking a bike to uni 

when applying for cover. It may be covered as part of the policy, but if not, you'll need 

to find out how much extra it is to add” (Source: www.ucas.com). 

Table 2 shows some of the student insurance policies available. 

Table 2: Student insurance policies 

Provider Cost Policy 

Admiral  £95 p.a. £50,000, emergency cover available for 

additional £45 p.a. 

Post Office £124 p.a. £50,000, emergency cover not available 

Endsleigh £154 p.a. £15,000, emergency cover available for 

additional £35 p.a. 

Dial Direct £127 p.a. £15,000, emergency cover not available 

Source: www.comparethemarket.com 

The cost of contents insurance has increased by 0.8% in the past year            

(Source: AA contents insurance index). The increases each year have greatly slowed 

since a peak in 2011. 
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Insurance fraud 

The cost of insurance has been increasing in recent years and one reason for this is 

the increase in insurance fraud. In particular, insurance fraud also tends to increase 

in times of economic difficulty. It is widely reported that the number of attempted 

fraudulent claims increased since the so-called ‘credit crunch’, but increases are 

starting to slow. 

In 2019, James Maycock of KPMG observed:  

“Insurance fraud has a massive impact on many people: the victims, insurance 

companies and of course everyone else who is left to pick up the cost through higher 

insurance premiums. Despite the progress that has been made, particularly with the 

number of people now using in-car technology to record events in real time, 

fraudsters will continue to come up with new and improved ways to scam the system.   

“Insurance scams are no longer the domain of claiming for a ‘lost’ camera on holiday, 

but like many areas of fraud have turned into a very lucrative income stream for 

professional criminals.  The increase in professional insurance scammers coming to 

court goes to show the complexity of the task that the industry is tackling. Fraudsters 

will move quickly to new methods and exploit any area they can, staying ahead of 

them is a difficult challenge.” 

Insurance excess costs 

Insurance companies have been increasing the amount that customers have to pay 

when they make a claim. Excess limits may be negotiable with the provider and 

generally the higher the excess the lower the premium. 

Customers of insurance companies have been told in the recent past by price 

comparison websites that price seems to be the most important factor when 

purchasing insurance. However, customers need to know that the premiums paid are 

affected by the level of excess they are willing or able to pay.  

In the last few years, websites have allowed customers to define their optional extra 

excess over and above the mandatory excess. This has seen clever consumers 

slowly increasing their additional excess. 
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The graph below prepared by the company NimbleFins, shows how the premiums for 

home insurance were affected by an increase in the excess accepted by customers. 

Graph 1: How Aviva’s Annual Premiums may Change with Excess 

 

(Source: www.nimblefins.co.uk) 

The Financial Ombudsman Service (FOS), which investigates complaints against 

financial services providers, has stated that it gets hundreds of complaints about 

excess charges every year. Often, they relate to several excess charges being 

applied to a single claim.  

Money Supermarket have this warning: “Choosing a higher voluntary excess to add 

to the compulsory excess will help to bring down the cost of your contents insurance 

premiums because the insurer won't have to pay out so much in the event of a claim. 

But, on the downside, this means that you'll be the one coughing up the extra cost if 

you have to claim, so keep the voluntary excess realistic”                                

(Source: www.moneysupermarket.com). 

Table 3 shows a selection of excesses on contents insurance policies: 
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Table 3: Excess on contents insurance policies 

Provider Excess 

Admiral  Compulsory £100 

Voluntary up to £250 

Post Office Compulsory £100 

Voluntary up to £250 

Endsleigh Compulsory £100 

Voluntary up to £150 

Dial Direct Compulsory £100 

Voluntary up to £250 

Source: www.comparethemarket.com 

Ralph has found two providers online, but really wants to find a third company to 

compare them with. The product information about the first two providers are listed 

below: 

Product information 

HSBC Student Insurance 

The website of HSBC Insurance uses the slogan: ‘We take care of your personal 

possessions while you focus on your studies”. 

The site states this about their specialist student insurance: 

“While you concentrate on your studies, you can trust HSBC Student Insurance to 

take care of your personal possessions. 

 4 levels of cover. Choose the level of cover that suits you – £2,000, £3,000, 

£4,000 or £5,000. 

 Up to £500 per item. You can claim up to £500 for each individual item that is lost 

or damaged. 

 Accidental damage protection. Cover included for your home entertainment 

equipment, mirrors and glass – up to £250 per incident.  
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 Covers your cash. Get up to £100 if your cash is lost or stolen.  

 Optional extras. Tailor your cover to include pedal cycles, computers and more. 

HSBC Insurance is provided by Aviva Insurance Limited and is designed to offer you 

the protection you need when you move away from home for the first time. 

The Aviva brand name was launched in July 2002 as a result of a merger between 

CGU and Norwich Union, but the organisation can trace its history back to 1696.”  

(Source: www.hsbc.co.uk) 

Endsleigh Insurance 

The Endsleigh website stresses that it offers low cost student insurance and says, 

“with our flexible student contents insurance you can protect all your contents and 

gadgets, including phones, tablets, laptops, watches, televisions, printers, handbags, 

fitbits, bikes, musical instruments, sports equipment and much more all under one 

policy”. Endsleigh has been around since 1965. The website stresses the following 

features: 

They are: 

 “The only insurance provider recommended by the National Union of 

Students.” 

 “Voted the ‘Best Student Insurance Provider’ at the ICAs 2018.” 

Its student insurance includes: 

 “Your student contents are protected against a range of perils, including fire, 

theft and flood. Our approved supplier will replace your lost, stolen or 

unrepairable gadgets with a brand-new model – or the nearest equivalent 

model if yours is no longer available.” 

 “Up to £250 for replacement locks and lost keys.” 

 “Up to £2,500 tenants liability insurance to cover any items you’re legally 

responsible for in your student property. 

 Accidental damage. 

 Theft cover. 

 30 days worldwide cover.” 
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It is also possible to add a range of extra protection tailored to your studies, including 

the following: 

“Whether it's a quick trip abroad or a lap around the world, our gap year travel 

insurance will cover you wherever you go.” 

(Source: Endsleigh Insurance website, www.endsleigh.co.uk) 

Endsleigh Insurance, unlike more general insurance companies, specialises in 

insurance products for students and graduates. It was, until recently, a subsidiary of 

Zurich Insurance. It is now owned by A-Plan.

 


