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Aboutthis consultation

The Financial Conduct Authority’s (FCA’s) FG20/3 guidance relating to bank and
automated teller machine (ATM) closures came into effect in September 2020. This
consultation sets outthe FCA’s revised expectations when banks are considering along-
term closure of a branch or ATM conversion. Subjectto the proposed updates of FG20/3
the FCA'’s expectations would become clearer, expanding the presentremit to include
investigating and challenging regulated firms who propose a full planned branch or ATM
closure, a partial closure (e.g. reduced operational hours), or the conversion of an ATM
from free-to-use to pay-to-use.

Key points and recommendations

e Cash andlocal banking services are crucial community access points for many
older people, ensuring they can conducttheir day-to-day transactions.

e We strongly support the FCA’s proposal to include partial bank branch closures
within the remit of FG20/3.

e Firms should notbe able to defertheir local banking services to alternatives without
assessingthat all banking services which are presently delivered in the existing
branch would be consistently available via the proposed alternative.

e Access to anti-fraud checks, lasting power of attorney, and probate services must
be explicitly included in the FCA’s assessmentof a full or partial closure.

¢ With some firms already reducing provision in advance of reforms to FG20/3, we
encourage the FCA to ensure their ability to undertake retrospective enforcement.

e The FCA needs to develop a meaningful way of protecting the ‘last bank in town’,
by working with the banks to ensure the Cash Action Group/LINK’s process puts an
alternative in place prior to closure.

e The FCA must take a wider view of whether alternative provision is suitably
resourced to handle the additional footfall associated with a bank or ATM closure.

e The regulator will need to ensure that reforms to FG20/3 explicitly state that offline
provision must be prioritised in any full or partial closure of services to maximise
access.

e The FCA must ensure the needs of vulnerable consumers are a priority in decisions
regarding future closures.



AboutAge UK

Age UK is a national charity that works with a network of partners, including Age Scotland,
Age Cymru, Age Nl and local Age UKs across England, to help everyone make the most
of later life, whatever their circumstances. In the UK, the Charity helps more than seven
million older people each year by providing advice and support. It also researches and
campaigns on the issues that matter most to older people. Its work focuses on ensuring
that older people: have enough money; enjoy life and feel well; receive high quality health
and care; are comfortable, safe and secure at home; and feel valued and able to
participate.

Introduction

Age UK welcomes the opportunity to respond to this consultation! and strongly supports
the FCA’s inclusion of partial closures within the remit of FG20/3. Cash and local banking
services are crucial community access points for many older people, ensuring they can
conducttheir day-to-day transactions. The increasing move to remote and online banking
has resulted in the needs of many older consumers being overlooked. 45% of those aged
75+ regularly rely on in-branch services?. Digitally excluded consumers are particularly
vulnerable, with more than half (52%) regularly needing their local branch3. Our own
research has demonstrated the importance of access to cash and banking servicesin
ensuring older people feel able to engage and participate in society?.

Since 2018 over a third (35%) of bank branches have closed along with almost a quarter
(23%) of free to use ATMs®. The FCA’s FG20/3 guidelines were designed to better
accountfor the consumerimpact of this trend. Proposed changes to the remit of FG20/3
would expand the definition of a closure to include a full planned branch or ATM closure, a
partial closure (e.g. reduced operational hours), or the conversion of an ATM from free-to-
use to pay-to-use. We warmly welcome the FCA’s proposals to expand the remit of
FG20/3 so enforcementaction can be broughtin the eventof a partial closure which may
lead to a breach of articles 6 or 7 of the ‘Principles for Businesses’ relating to customer
interests, fairness and adequate communication®.

The FCAwill need to address how its proposals for FG20/3 will interact with future
developments. With the proposed Financial Services and Markets Bill (FSMB)” and
ongoing LINK assessments of branch closures®, FG20/3 will need to adapt to subsequent
developments and fill any regulatory gaps. Importantly, the LINK assessment and FSMB
will not prevent branches from reducing services or partially closing. While we are hopeful
reforms to FG20/3 will fill this gap Age UK has been made aware that many retail banks
are already in the process of significantly curtailing bank branch services (e.g. reducing
counter services or operating hours). We would therefore strongly encourage the FCA to



ensure FG20/3 allows for retrospective investigation into the activities of firms prior to
implementation. We also welcome the FCA’s commitment to accountfor any interaction
between this proposed guidance update and the expected New Consumer Duty.

Age UK supports bank branch closure assessments conducted by LINK and ultimately the
installation of suitable banking alternatives, including shared banking hubs. These will
serve as an essential lifeline to older people who have lost out on their local branch . But
we are concerned that updates to FG20/3 will miss a crucial component. The LINK
assessment is triggered by the last bankin town closing rather than earlieriterations. This
means that by the time the LINK assessment has concluded and recommended a shared
banking hub itcould leave a community without banking services for several months or
years as the hubis putin place. FG20/3 should address this gap by ensuring thatthe final
banking service cannotclose until the shared banking hub, or appropriate alternative, is
putin place.

Age UK welcome’s the FCA'’s overview of best practice in implementation of the original
FG20/3 guidance and are pleased that some firms have followed suit®. The process
highlighted that several areas still require improvement and we encourage the FCA to
address each of these issues in its revisions to FG20/3. We also wish to emphasise our
specific concerns with the establishment of alternative service provision and the treatment
of consumers in vulnerable circumstances. In the pursuit of providing suitable alternatives
for consumers who were digitally excluded some firms failed in their duty to help, for
example by arranging digital inclusion events but hosting them onlinel®, representing a
completely inappropriate and exclusionary practice which mustbe addressed by this
updated guidance. Some firms also fundamentally neglected the needs of vulnerable
consumers!!. The FCA must ensure the needs of vulnerable consumers are made a
priority for future closures. Primarily, this will require a more tailored approach to consumer
vulnerability.

Fundamentally, FG20/3 is designed to ensure access to essential services for consumers
who may otherwise be excluded from accessing their day-to-day banking needs. The FCA
should reinforce with firms that ATM or branch footfall are less relevantto future closures
than the needs of the customers who rely on these services. To reflect this, the
assessment of whetherabank or ATM closure or partial closure is appropriate should be
increasingly weighted towards consumer vulnerability and the prevalence of digital
exclusion in a community. This will ensure FG20/3 is focused on the needs of the most
vulnerable and most at risk from the transition away from face-to-face banking services.

We strongly encourage the FCA to expedite implementation of this updated FG20/3
guidance. Below we provide further detail on how the FCA could improve these proposals
and ensure adequate access to cash and banking services for older consumers.



Consultation questions

1. Do you agree that we should extend the definition of closures as proposed (to
include partial closures caused by along-term reduction in opening hours or
services which would have a significant impact on customers)?

We strongly support the FCA’s proposal to expand the remit of FG20/3 to include a partial
bank branch closure. We also welcome the FCA’s pledge to enforce commitment 6 of its
‘principles for Businesses’ pertaining to assessing the customer impact of a branch or ATM
closure!?, We strongly reinforce the need for firms to accountfor the needs of older
consumersin assessing the impact of a partial closure.

With the Consumer Duty coming into force, this will mean that firms need to evaluate their
customers’ outcomes and evidence how they have acted in their best interests. This
should include responses to branch closures and partial closures, and the FCA will need
to ensure thatbanks’ actions are in line with requirements under the new Duty.

Firms must ensure they better accountfor the impact of branch closures on the day-to-day
lives of their customers, rather than focusing primarily on how many people use their
ATMs or branches. While on paper, a branch or ATM may have reduced footfall, the
remaining consumers accessing banking services are likely to be more vulnerable. Firms
should apply greater weighting to the importance of thisin proposing a full or partial
closure. The assessmentof whethera bank or ATM closure or partial closure is
appropriate should be increasingly weighted towards consumer vulnerability and the
prevalence of digital exclusion in a community.

Banks sometimes justify closing or partially closing branches on the basis that alternative
provision is close by. However, in practice there are certain banking services which are
threatened by branch closures and are not readily accessible via other routes such asthe
Post Office. While the FCA has recognised the importance of assessing the loss of specific
services we wish to highlightthataccessing anti-fraud checks, lasting power of attorney,
and probate services'® must be included in this assessment. Firms should notbe able to
defer their banking service obligations to alternatives, such as the Post Office, without
comprehensively assessing thatthese services would still be consistently available. We
encourage the FCA to furtherreflect on whata partial closure represents and expand its
definition to include a wider range of services.



2. Do you have any comments on the other proposed changes to our Guidance?

In response to this question, we have proposed changes to specific clauses of the
reformed guidance outlined in annex 1 and have also made some broader points about
the proposed reforms to the guidance. We welcome the FCA’s commitment to ensure
firms inform local community groups of any closure. We requestthat, alongside other
community civil society organisations, local Age UKs are informed of a proposed closure,
partial closure, or ATM conversion, and that notice is provided long in advance of any
action being taken. Secondly, in the event of a full or partial closure, reforms to FG20/3 will
resultin recommendations being made for other ATMs, Post Office facilities, nearby bank
branches or alternative provision. However, we are concerned that these proposals do not
fully accountfor the capacity of all the recommended alternatives. This could, for example,
mean that a single small Post Office is treated as tantamountto a large bank branch. This
could lead to significantqueues and wider barriers to accessing specific services. The
FCA must take a wider view of whether alternative provision is suitably resourced to
handle the additional footfall associated with a full or partial closure.

Age UK is keen to ensure thatfirms operating shared banking hubs are regulated by this
guidance. The FCA should editclause 1.8 of the proposed changes to FG20/3 to make it
clearer that shared banking hubs mustbe included in the scope of this guidance. Age UK
strongly support the use of banking hubs in cases where suitable alternative options have
been exhausted.

We also encourage the FCA to change clause 2.20 to include the commissioning of both a
staff and customer survey. The present wording could mean some firms opt for a staff
survey instead of a more complex customer survey, as the latter will likely prove more
difficultand costly to commission. A staff and customer survey combined will provide the
opportunity for more comprehensive feedback on a proposed closure and a better
assessment of the community impact.

It is very welcome to see the inclusion of firms’ local customer age profiles as a
characteristic to assess the impact of a closure. This is consistentwith the LINK process
for evaluating community need for new shared services, where the age profile of the
population will also be taken into account. We encourage the FCA to assess the needs of
all older consumers, butwe also recommend the inclusion of a separate age category to
include the proportion of customers aged 75+ who will be impacted. Thisis particularly
important as those aged 75+ are more likely to face digital exclusion 4. We also encourage
the FCA to explicitly state that the vulnerability profile of the customer base should be
included, incorporating an assessment of the digital access rate and proportion of
customers with disabilities or long-term health conditions which may present barriers to
accessing replacementbanking services. These factors should be explicitly included in
clause 2.24. While FG20/3 includes a vulnerability section we are keen to ensure thisis
embedded throughoutthe guidance.

Clause 2.27 suggests that firms can support customers to use digital channels as a way of
ensuring access after a branch closure. As the banking sector does not have a strong
track record in helping digitally excluded customers access banking services, and in many



cases this simply isn’t possible, we wantfirms to fixate less on promises of support and
more on actual delivery. We are concerned the present phrasing of clause 2.27 will
provide firms with the excuse of providing supportin principle butavoiding facilitating
meaningful digital access. For example, we are already aware that underthe guise of
providing suitable alternatives for digitally excluded consumers some firms have arranged
digital inclusion events but hosted them online,'® excluding the very people targeted with
these services. Managing finances online is a very difficult thing for many older
consumers, and in many cases it is undesirable due to the high risk of scams, so helping
people to successfully achieve thisis no small task. The FCA will need to ensure that
reforms to FG20/3 explicitly state that offline provision mustbe prioritised in any full or
partial closure of services to maximise access and that any online alternative is only
considered a viable replacement if it is universally accessible to the entire customer base
of the existing branch. To better facilitate this, clause 2.27 must be reworded to make it
clearer that firms must go beyond simply supporting consumers to access digital channels
and mustinstead ensure they actually deliver sufficient access to banking services as a
precondition of any closure.

FG20/3 should ensure thatthe final banking service in a community cannotclose until a
suitable alternative, such as a shared banking hub, is put in place. As presently proposed,
clause 2.39 states that firms should ‘consider pausing a closure until an appropriate
alternative is in place. This wording must be firmed up to make it clear that no closure
should be enacted if a suitable alternative is not already in place, and the FCA must use
its powers to make sure this is enforced.

More broadly, we encourage the FCA to forbid, stall or cancel full and partial closures if the
principles of FG20/3 are not followed by firms. As it stands, the new guidance is focused
on finding alternatives to existing banking provision butin many circumstances the best
solution will be the continuation of existing service provision, particularly when no suitable
alternatives have been implemented.

We also wish to highlightthe gaming risks associated with enforcing FG20/3. We have
already outlined our response to several of the FCA’s identified'® malpractice activities
from firms. But the regulator needs to be mindful of future risks to the guidance. For
example, an exemption has been putin place for firms who have had to close a branch
due to exceptional circumstances beyond their control (e.g. a landlord notrenewing a
lease)l’. While we strongly welcome that reporting a closure or partial closure will still be
mandatory under principle 11 of the FCA’s guiding principles!® we are concerned that
some firms will misuse this exemption (e.g. firms could lobby for landlords to foreclose the
lease as a means of ensuring a branch closure). We strongly encourage the FCA to use
their influence under principle 11 to monitor misuse of this exemption and wider gaming
risks.
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