
FEATURES |  NEWS BRIEF
LEGAL NEWS |  YOUR CCTA 
MEMBER NEWS |  MEMBER ONLY
INDUSTRY STATS

 T
he

 C
o

ns
um

er
 C

re
di

t 
M

ag
az

in
e 

fr
o

m
 C

C
T

A
Ju

l:S
ep

 2
0

1
6

 V
7

1
 N

o
.3



 THE CONSUMER CREDIT MAGAZINE FROM CCTA JUL:SEP 2016 V71 NO.3

in this issue

4 106 128 22
a

n
 e

co
n

o
m

ic o
ve

rvie
w

Facts and interpretation...

b
ig

 w
h

e
e

l
C

ertainty in and uncertain w
orld...

b
e

 p
re

p
a

re
d

T
he key to buying or selling a consum

er credit business...

th
e

 fu
tu

re
Is real-tim

e data still as im
portant as it w

as...

th
e

 g
a

m
e

 b
e

g
in

s
A

n insight into FC
A

 supervision...

in
fo

rm
a

tio
n

 co
m

m
issio

n
e

rs o
ffice

D
ata protection update...

NOTE: With diverse contributing authors, the views expressed 
in this magazine are not necessarily the views of CCTA. 

CONTACTS
Greg Stevens, Chief Executive 
greg.stevens@ccta.co.uk

Graham Haxton-Bernard, Head of Legal, Compliance and Regulatory Policy 
graham.haxton-bernard@ccta.co.uk

Anne Threapleton, Head of Marketing and Communications  
anne.threapleton@ccta.co.uk

Debbi Gower, Head of Finance, Complaints and Conciliation 
debbi@ccta.co.uk

Phillip Harding, Membership Services Manager  
phillip.harding@ccta.co.uk

Consumer Credit Trade Association
A company limited by guarantee and registered in England. Registered Number 00034278.

VAT Number 232 4655 76. Registered Office Address 

Airedale House, Aire Valley Business Park, Dowley Gap Lane, Bingley, BD16 1WA

T: +44 (0)1274 714959 F: +44 (0)1274 928365 www.ccta.co.uk

REGULARS:
News Brief 14

Your CCTA 24

Member Only 28

Legal News 30

Member News 36

Stats 39



Greg Stevens
Chief Executive, CCTA

| FEATURE

We have touched upon the subject of change 
before, but the magnitude and speed of 
change is currently unprecedented and 
threatening to overwhelm at both micro 
and macro levels in virtually every sphere. 
Whereas we had certain touch points in 
society to provide continuity and consistency 
most models are going through rapid 
metamorphosis as the world metaphorically 
spins faster and faster. Trust in business, 
especially financial services is still struggling to 
improve with Lord McFall (previous Chairman, 
Treasury Select Committee) stating that he 
thinks it will take another 20 years for trust to 
return to the sector. 

Politicians have reached record new lows in 
trust as the battleground of BREXIT provides 
fertile fields for blatant twisting of figures 
and their potential consequences. Recent 
research and surveys have suggested that the 
Church of England will see a massive decay 
in its congregation by 2035, and therefore 
it’s long term viability. Believers across all 
religions have now been overtaken in numbers 
by disbelievers, so we have a majority with 
different views and values. We have to ask 
where is the moral compass, vision, and 
leadership going to come from as the world 
becomes ever more discombobulated?

That brings us nicely into our own consumer 
credit world. Our world, apart from spinning 
faster and faster, has also been turned upside 
down by the regulatory change to the Financial 
Conduct Authority (FCA), and moved partially 
from certainty to uncertainty. Many of our 
members are still caught up in the logjam of 
authorisation even though the FCA gateway 
has now closed, apart from to ‘new to market’ 
firms. The long and arduous process created 
many strains and stresses along the way with 
increased costs, funder problems, and genuine 
concerns about the future under the new 
regulator. Affordability, or rather the FCAs’ view 

of affordability remains near the top of most 
members ongoing concerns, as well as 

‘what supervision will look and feel like’. 

The vast majority of members have 
moved their total gaze to CONC 

Rules and PRIN and accept 
the new order, but there 

is still an undercurrent 
of feeling that the 

new regulations 
are somewhat 

disproportionate and inappropriate for SMEs, 
and that the fees and compliance costs are 
too high. Many of our small members do not 
feel that they can recover the total costs of 
additional compliance by increasing the product 
cost to the consumer, as that would make them 
totally uncompetitive against the banks and 
larger firms. Recruitment of additional, or more 
experienced compliance personnel is also taxing 
many firms, and that is before the burden of the 
Senior Managers’ Regime. 

Most firms are stating that the cost to the 
consumer will increase exponentially. They 
are also genuinely concerned that the FCA 
fees will go up as they see more firms exiting 
the market over the next 18 to 24 months, 
thereby decreasing the potential revenue 
stream for the regulator.

Our smaller members are finding that keeping 
up to date with the FCA is very time consuming. 
We will be reviewing our communications both 
in content and delivery, to ensure we have done 
everything we can to assist.

AFTER THE LORD MAYORS’ SHOW
Now that the authorisation gateway has closed, 
members are concentrating on business as 
usual, albeit under the microscope of the FCA. 
Speaking to other trade associations several 
sole traders have come under scrutiny from 
the FCA at the supervisory and reporting stage. 
Those concerned thought that the regulator 
would not be intrusive, and supervision would 
be from a distance, via desk top. The same 
thought was had by other small firms who 
themselves had the same kind of scrutiny and 
compliance issues. We have been resolute in 
our training and communications that under 
this regulator, you have to do ‘what you said you 
were doing on the tin’, or else you will fall foul.

Affordability still remains a subject under 
consideration by the FCA and we are expecting 
clarification in early autumn. We have made 
repeated representations to the regulator on 
your behalf, and we will be fighting your corner 
on this issue in particular.

We recently responded to a call for input on 
the retained provisions of the Consumer Credit 
Act (CCA). The regulator has brought forward 
the review as it would like all of previous CCA 
legal practices to be brought under CONC Rules 
& PRIN. It can change those at will with no 
recourse to the legal framework or precedents. 
This would be a dramatic move for consumer 
credit and create problems for firms with 
diverse products, or potentially, products that 
serve consumers with a greater credit risk. The 
trade associations that support banking and 
finance houses broadly support the proposals. 
We have taken a more guarded approach 
seeking to understand the unintended 

consequences and possible market distortion 
or deletion whilst accepting in principle.

POLICY COMMITTEES
The UK political world is probably the world 
that is most confused. Since the May 2015 
General Election there has not been any major 
issue dealt with by government, more tinkering 
around the edges. By the time the Tories 
had got over the surprise of winning, they 
were dealing with the 56 Scottish National 
Party MP’s that the coalition government 
left in its wake, by the demise of the Liberals 
and collapse of Labour north of the border. 
Cameron had already added to the confusion 
by stating that he would not be standing in 
2020, thereby firing the gun for the election 
of the next leader of the Tories and the battle 
between Osborne and Johnson.

Further confusion was then added, another 
spinning world. This time the parliamentary 
Labour party, as Jeremy Corbyn defeated Ed 
Miliband to become leader. This came at the 
same time as rank and file constituents across 
Europe are rising and demanding more from 
their leaders, and railing against old style 
politics and perceived big business corruption.

Then there was BREXIT, another self-inflicted 
wound by Cameron that has sucked all of 
the energy out of the government. Whatever 
passes for normal service will be back by the 
autumn as the referendum, recriminations, 
blue on blue fighting, a reshuffle and a 
summer recess will take us up to September. 
Our public affairs agenda will be enhanced by 
the autumn with more resource committed to 
it, now politics will be coming home. 

We will be enhancing our website during July 
to provide; more information, increased clarity, 
increased user friendly processes, and a new 
look. It is a major part of our communications 
to raise our profile with government, 
stakeholder groups, and media at the same 
time as providing more pinpoint information 
for our members.

We are also setting up policy committees to 
get more members involved in assisting in 
the research, design, and communication of 
CCTA policy and publications. The first two 
committees will be held in July, they are the 
Legal, Regulatory & Compliance, and the High 
Cost Short Term Credit Committee. These first 
two committees are where the current ‘hot  
to trot’ issues exist, other committees will  
be added throughout the year. The guidelines 
for the committees will be issued in early July.

The CCTA world, like all other worlds, is 
changing and spinning, but it is focused 
on providing a ‘best in class’ service 
for members and raising their 
voice louder in a positive way.

4 5
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Seamus O Tighearnaigh passed away 
on 12 April at Beaumount Hospital he 
will be sadly missed by family, friends 
and colleagues alike. His contribution 

to the credit industry over the  
last 30 years was outstanding. 

A full detailed obituary can be  
found on the CCTA website at 

www.ccta.co.uk/content/news.aspx

FACTS AND INTERPRETATION
Crosswords are supposed to keep you sharp, 
so I do one each day. Of course I do the quick 
simple ones. But surprise, surprise they are 
no longer quick. Today’s clue gave me cause 
to reflect. The answer was Grandiloquent. 
Pompous or inflated in language was the clue. 
I could not avoid thinking of politicians, not just 
their manner but what they say and its basis 
in fact.

Some say that Churchill was very eloquent, 
but he lived long enough and had experienced 
so much that he was forgiven if he was a bit 
cocky. His speeches were well crafted, he was 
keen on facts and avid research beforehand. 
He was mostly right but opposed at the same 
time. How would he fit into the world of 
spin and sound-bites, convenient mistruths 
and exaggeration, personal and negative 
attacks and lack of real facts and honest 
interpretation?

FORECASTS
The Bank of England (BoE) makes forecasts, 
but though their figures tend to be firmer in the 
very short term, in contrast it uses the form of 
quite a large range for the months and year 
ahead. Weather forecasters have spent much 
money investing in complex models which over 
time have improved forecasts. This is in part 
due to many new data points, and more rapid 
data collection. But they are still not perfect, 
particularly due to somewhat unpredictable 
major events and climate changes. 

The Office of National Statistics (ONS) has 
been criticised and is already ‘back to the 
drawing board’ on some of the important 
statistics that many of us use for business 
decisions. It is going to have new offices and 
no doubt a huge number crunching capability. 
But they have recently been brave enough to 
challenge politicians on their incorrect use 

of published information. So, this review 
was approached with caution, quick, 

unexpected and large changes  
are possible.

a somewhat low penetration and claimants 
achieving material claims levels. The Financial 
Conduct Authority (FCA) now indicates that 
the size of the PPI undertaking was huge. To 
date 23 firms account for £24.2bn in refund 
payments for approaching 50 million policies 
and it is not over yet. 

We had no idea of this scale and the ongoing 
nature of claims. Neither, I suspect, did the 
Financial Services Authority (FSA) or FCA. 
Clearly the Banks involved will seek to replace 
the income lost, but this at a time when their 
regulatory capital will be higher too. A whole 
new claims industry arose, slicing out big 
chucks of claims for work consumers could 
have done themselves. Too little too late, 
but control action and proper regulation has 
recently started.

UNEXPECTED AND UNPLANNED BOOSTS
PPI’s £multi-billion impact is a material and 
unexpected boost to spending power for 
the government, so too was a continuing 
low interest scenario and the unfathomable 
subject and application of Quantitative Easing 
(QE). Used widely by the Japanese for about 
a decade, to stem a falling market, declining 
growth and rising unemployment, it was 
looked at closely as both the USA and UK saw 
this happening at home too. 

QE is supposed to improve market confidence, 
growth and job creation. There is little concrete 
evidence on why central banks buying safe 
securities with printed money works, but it 
seems to. The European Central Bank has just 
started, but conversely the US is unwinding its 
position, and the Bank here is willing to do so 
gradually. Will this reverse the gains made? 

No one seems to know, nor do they really know 
much about the rumoured raising of interest 
rates from a long period of low ones, but it’s 
on the cards! So, there are many significant 
unknowns going forward and strange changes. 
We were mystified by the so called pasty, 
tampon and bedroom taxes and why VAT 
increases were thought necessary.

THE US - GDP AND THE UK
In relation to growth, the US is in a stronger 
position than many other economies, 
especially in Gross Domestic Product (GDP) 
terms. It is still the largest in size and about six 
times greater than the UK. In Europe the UK 
is just about 15% of European Community 
GDP. The UK, France and Germany combined 
represent some 50%. 

India is growing steadily, and so is China albeit 
at a lower rate. Although large, the US displays 
similar economic features to the UK, especially 
on its required fiscal goals and many standard 
economic measures, such as unemployment. 
Both rely heavily on consumer expenditure 
for growth. Whilst the US has similar inflation 
goals, it has a strong remit for seeking 
maximum employment. It is still dealing 
with an overhang of unsold properties.

Recently, Chair of the US Federal Reserve, Janet 
Yellen reviewed the US position as follows: 

ECONOMISTS AND FORECASTS
Economists have a huge challenge before 
them. Sometimes they have to use incomplete 
or questionable data that has to be revised 
later, and are often relying on the Treasury 
model to guide them. Some are well funded 
enough to build and refine their own complex 
models, but what if their interpretations 
appears out of step? If we see a wide 
convergence it raises questions too. Many thus 
tend to be conservative. (We undertook our 
research prior to the referendum, so a re-think 
and adjustments will be needed in the case 
of Brexit.) We are acutely aware that so called 
economic tsunamis could hit us at any time, 
and throw many assumptions.

A past chief economist of the World Bank was 
quoted as saying: ‘’Economists often get things 
right, three or four times in every ten’’. They 
and many others missed the following:

• huge changes in the oil price – up and down

• the degree of slowdown in the Chinese 
Economy

• the scale, timing and duration of recent 
recessions

• the impact of war and conflict – especially the 
refugee crisis

• austerity impacts, employment changes, 
personal income’s negative growth

• the American sub-prime market crisis

• the financial consequences of PPI.

CCTA ECONOMY WATCH AND PPI
But they were not alone. At CCTA we spotted 
aspects of the last three items above 
early on. We had little idea of the size and 
consequences. We could not make sense 
of the employment data, until the later 
emergence of information on multiple hourly 
contracts and low income self employment. 
We have always questioned many elements 
of austerity changes, and these programmes 
have recently been challenged by three leading 
economists from the International Monetary 
Fund. What a surprise. 

We spotted a problem with sub-prime in the 
US, primarily on the grounds of high credit 
risks and the wrong use of standard credit 
scores for mortgages. But at 15% of all 
US mortgages, we had concerns without 
being aware of the later toxic and adverse 
international impact of buying and selling of 
these mortgages.

At CCTA, in the main, we found many of our  
Small to Medium Sized Enterprises (SME) 
members behaved themselves on PPI, with 

• GDP is growing, but it and productivity needs 
to be faster

• inflation is about half its 2% goal

• 2.7 million jobs were created in 2015

• unemployment was 10% in 2009, today  
its 5% 

• good signs on wage improvement exists

• world economy, some concerns about 
growth in China and Europe.

The UK is similar in nature to US developments, 
unlike most of Europe it has created jobs and 
is growing steadily but there is still a concern 
about lack of wages growth. Worrying is the 
combination of very short term jobs and high 
levels of self employment. The latter would 
normally be welcome but 4.6m are thus 
employed with their average wage small and 
declining. There are signs that GDP will improve 
slightly given a modest retail sales recovery and 
that consumers will continue to expand their 
borrowing. Inflation has been close to 0.5% 
for two years and the rapid house price growth 
seems to be easing. 

BANKS, SME LENDERS AND TAXATION AND 
INFLUENCES
We should be concerned that a small number 
of newspaper moguls, multi-millionaires and 
individual politicians overly seek to determine 
our national economic agenda. Multi nationals 
that are non tax payers show only slight 
inclinations to pay more tax. We have assumed 
no material changes happening just yet. (Apple, 
Microsoft, Cisco and Oracle have off shore 
cash funds of $504Bn, from an estimated 
comparable total of $ 1.46 Bn.) Changes here 
would likely help the US economy most.

We are already seeing an easing of regulator 
pressure on banks accompanied by a 
growth in lending for credit cards, loans and 
overdrafts. We suspect an easing of credit 
policy, unsurprising as bank consumer credit 
bad debt figures have been falling for several 
years. We anticipated competition related 
changes in cards and overdrafts but they have 
not emerged with any strength, despite hints 
of unfair competition in the past as there is 
dominance by a small number of large firms. 

Consumer credit is dominated by banks with 
past studies indicating a market share in 
excess of 70%. We assume that all banks 
will soon be fully de-nationalised and 
encouraged to grow and support 
an expansion in GDP. The SME 
lenders we support will find it 
hard to compete, especially 
with disproportionate 
regulatory controls and 
costs. We also expect 
banks to expand 
their business and 
corporate lending to 
and to bear down heavily 
on staff costs. We anticipate 
savage cuts in branch offices 
and a return to high profits.

THE NEXT FEW YEARS
Below follows our assumptions on 
developments expected in the period 2017 
to 2020:

• SME’s in lending will face extra costs, 
regulatory pressure, unfair competition,  
and some will struggle, but lending  
will increase

• the current growth in bank credit cards,  
loans and overdrafts will continue at an 
increased risk and assist GDP. Car sales  
on finance will grow

• world economy will grow, driven by the US 
and India and a China recovery but Europe  
will be slower

• QE will be scaled back. BoE will increase 
interest rates by small amounts at a time,  
and new slightly higher inflation targets will 
be considered

• inflation will increase slightly, but slowly

• UK GDP will be flat to start but ease upwards 
year by year

• house prices will level off and dip slightly, with 
pressure on the rental market and a small 
increase in mortgage interest rates

• employment will increase slightly, but level 
off, though productivity will disappoint

• wages and salaries will ease upwards, skill 
shortages will increase

• extra taxation will be needed, to support NHS 
and local government in particular

• banks will be fully de-nationalised, cut costs 
and branches and return to more risky 
commercial lending

• arrears and bad debt will increase,  
in line with consumer advocacy.

These assumptions should 
not be relied upon 
without independent 
verification.

FORECASTING AND
THE ECONOMY

CCTA HAS CONSIDERED 
THE ECONOMIC 

ENVIRONMENT AND ITS 
POTENTIAL TO INFLUENCE 

FUTURE DELIVERY OF 
IMPROVED SERVICES TO 

MEMBERS. THIS REVIEW OF 
THE LIKELY INFLUENCES 
FROM 2010 TO 2017 

REQUIRED A SCRUTINY OF 
AVAILABLE, INTERLINKED 

AND RELEVANT ECONOMIC 
DATA, COMMENTARIES AND 

AN ASSESSMENT OF  
OTHER IMPACTS. 

SEAMUS O 
TIGHEARNAIGH 



Debbie Jackson
Partner, Corporate 
Walker Morris LLP
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KEY CONSIDERATIONS ON BUYING OR 
SELLING A CONSUMER CREDIT BUSINESS
The consumer credit sector is seeing particularly 
high levels of consolidation and sales of 
books at the moment. For those not used to 
the acquisition/disposal process, a corporate 
transaction can be a testing experience. If you 
consider for a moment how fraught a house 
sale can be and then add to that the need to 
deal with employees, customers and suppliers, 
intellectual property rights, etc, it is not hard to 
see why this is the case. This article provides an 
overview of the process with some suggestions 
as to how to make it as painless as possible.

The most common mistakes which can cause 
a deal to collapse are lack of preparation by 
the seller, unrealistic expectations around risk 
allocation and unrealistic pricing.

GETTING READY TO SELL
Sellers should ensure that they make their 
business as attractive as possible to potential 
buyers who will undertake a thorough 
investigation of the target business before 
committing themselves to the acquisition, in 
order to ensure that they are getting value for 
money and that the business does not contain 
any unwelcome surprises. This could include, 
for example, ongoing or pending litigation, 
contracts due for renewal or which may be 
terminated upon a change of ownership of 
the target company, pension scheme liabilities, 
or a failure to protect key intellectual property 
rights. A buyer will review the validity and scope 
of any interim permission/Financial Conduct 
Authority (FCA) authorisation, whether there 
has been any regulatory enforcement action 
and the efficacy of the target’s procedures for 
compliance with regulatory requirements (not 

• whether there is a history of enforcement 
action or consumer litigation or any pending 
or threatened enforcement action or 
consumer litigation/Financial Ombudsman 
Service claims

• whether the target’s documentation is 
compliant with the requirements of the 
Consumer Credit Act 1974 (CCA) and the 
provisions of the FCA Consumer Credit 
sourcebook (CONC)

• whether its processes and procedures  
(e.g. to assess affordability, identify 
vulnerable customer and collect debts) 
comply with CONC and other legal 
requirements, notably those under the 
Data Protection Act 1998 and the Money 
Laundering Regulations 2007.

In a competitive bid process, the seller 
will typically assume responsibility for the 
preparation of a ‘vendor due diligence 
report’ which will be provided to prospective 
buyers during the early stages of the bid 
process, generally alongside an ‘information 
memorandum’ (a document designed to give 
bidders a reasonable amount of information 
about the target in order to elicit meaningful 
bids). A vendor due diligence report helps 
to reduce delay, sustains momentum and 
minimises disruption to the business by 
avoiding the need to deal with different buyers, 
each of whom is conducting their own due 
diligence exercise. Additionally, the fact that 
all prospective buyers are working from the 
same information should encourage a focus 
on competitive bidding. The successful buyer 
will expect the report to be assigned to it on 
completion so that it is able to rely on the 
report as though it had commissioned it in  
the first place.

RISK ALLOCATION 
SHARES OR ASSETS?
A buyer may acquire shares or assets. On a 
share sale, ownership of the target company 
changes but ownership of the target’s assets 
remains the same. By contrast, if assets are 
purchased, ownership of the target assets 
changes. If the buyer acquires shares it will 
acquire all of the target’s assets and liabilities, 
‘warts and all’. On an asset purchase, the buyer 
can ‘cherry pick’ those assets it wants, leaving 
behind those it does not want (although there 
are some liabilities that are transferred by law, 
notably liabilities in connection with employees 
involved in the target business prior to sale). 
An asset sale will not be effective to transfer 
FCA authorisation or an Interim Permission, 
which attaches to the entity itself, so any party 
acquiring the assets will need to ensure it has 
the appropriate authorisation in place covering 
the requisite permissions to administer the 
assets going forward. Where existing CCA 
regulated agreements are acquired by way 
of an asset sale of a back book, the acquiring 

party must have permission to act as a lender 
and the customers must be notified of the 
legal assignment of their agreements and any 
changes to the arrangements for collection.

An additional consideration to factor in is the 
need to obtain FCA approval for a change of 
control of an authorised business. This means 
that if the target business is authorised there 
will need to be a split exchange and completion 
so that contracts are signed but completion is 
conditional upon obtaining FCA approval to the 
change of control.

Both parties will need to take advice on the 
most effective way (including as to tax) of 
structuring the transaction.

WARRANTIES, INDEMNITIES AND 
DISCLOSURE
The sale and purchase agreement is the 
principal contractual document governing the 
acquisition of shares or assets in a company. 
Depending on the complexity and size of the 
acquisition, the agreement can often run to 
more than 100 pages, as much as half of 
which may comprise the warranties. 

A warranty is a statement by the seller about a 
particular state of affairs of the target company 
or business. A breach of warranty will give rise to 
a successful claim in damages if the buyer can 
show that the effect of the breach is to reduce 
the value of the company or business acquired. 
The onus is on the buyer to show breach and 
quantifiable loss.

Warranties serve two main purposes:

• to provide the buyer with a remedy (a claim 
for breach of warranty) if the statements 
made later prove to be incorrect and the 
value of the target company or business is 
reduced as a result

• to encourage the seller to disclose known 
problems to the buyer. Because the seller’s 
liability under the warranties is invariably 
limited to the extent that proper disclosure is 
made against them (see below), the effect 
of the warranties should be to flush out 
potential problems.

Warranties should be distinguished from 
indemnities which may also appear in a sale 
and purchase agreement. An indemnity is a 
promise to reimburse the buyer in respect 
of a particular type of liability, should it arise. 
The purpose of an indemnity is to provide a 
guaranteed remedy on a pound-for-pound 
basis for the buyer where a breach of warranty 
may not give rise to a claim in damages, or 
to provide a specific remedy which might not 
otherwise be available at law. 

The wording of warranties and indemnities 
matters. For example, in a recent case the 
seller agreed to indemnity the buyer for liability 
for loss caused by mis-selling claims reported 
by customers of the target business to the 

Financial Services Authority (FSA). The court 
held that the indemnity did not cover the 
situation where the buyer discovered breaches 
after acquiring the target business and self-
reported those breaches to the FSA. This left the 
buyer without redress under the indemnity.

Sellers usually stipulate that warranties do not 
apply to matters disclosed to the buyer prior to 
signature of the sale and purchase agreement. 
Such disclosures are usually summarised 
and recorded in a formal document called 
a ‘disclosure letter’, which is handed to the 
buyer on signature of the agreement, and 
lists the specific exceptions to each warranty. 
The negotiation of the disclosure letter is an 
important part of the transaction process. The 
disclosure letter will usually itemise and attach 
all information supplied to the buyer so as to 
establish what the buyer knew when it bought 
the target company or business and therefore 
cannot subsequently bring any claim against 
the seller. The level of detail required in the 
disclosure letter is a matter for negotiation 
between the parties but it should be noted that, 
under English law, any disclosure must be ‘fair’, 
a question that is not always easy to answer. 
For example, an attempt to disclose 20 lever 
arches’ worth of new information an hour 
before the time agreed for completion (which 
has happened), is unlikely to be fair.

There are other ways beside disclosing against 
the warranties that the seller can seek to limit its 
liability. These include:

• capping its liability, e.g. at the amount of 
consideration received

• providing that a claim must be brought within 
a specified time period, e.g. typically a period 
covering two audits (which should be enough 
time for a claim to materialise)

• qualification by reference to materiality, 
so that non-material breaches will be 
discounted

• qualification by reference to awareness, so 
that the seller will not be liable for a breach  
of which it is not aware.

All of these are matters for negotiation 
between the parties.

PRICING
Clearly, the price needs to be mutually 
satisfactory. In the UK, valuations of businesses 
based on multiples of future earnings and the 
capitalisation of future cashflows tend to be 
most common. Historic profit is less likely to 
be relevant. Prudent buyers will cross check 
valuations using different methods. In the 
consumer lending sector, key factors to 
support any valuation will focus on: 

• the market ranking of the lender

• its track record of effective collections

• borrower evaluations 

Borrower evaluations may be evidenced by the 
existence of strong vetting procedures.

UK consumer lending businesses may also 
attract a premium from overseas buyers looking 
to establish a platform to the UK, and possibly 
European, market.

In some circumstances the final purchase price 
for the transaction will be determined using a 
price adjustment mechanism. For example:

• a ‘completion accounts’ or ‘locked box’ 
mechanism may be used to check the 
financial position of the target company or 
business at completion, or at an agreed date 
prior to completion. Completion accounts are 
accounts of the target company or business 
prepared at, or shortly after, completion. A 
locked box is a mechanism by which a price 
at a date in advance of completion is agreed, 
with the seller agreeing to indemnify the 
buyer in respect of any unauthorised leakage 
of value from the target between that date 
and completion

• a proportion of the purchase price may be 
determined by reference to the financial 
performance of the target company or 
business after completion, under an ‘earn 
out’. This is an arrangement by which at least 
part of the purchase price is calculated by 
reference to the future performance of the 
target business, with individual sellers being 
retained in the target business for a defined 
period following completion.

FINALLY
Buying and selling a business can be stressful. 
Transactions can move at a frenetic pace only 
to stall suddenly, often for a reason that may 
appear unfathomably legalistic, before 
resuming once again at the same frenetic 
pace. However, if you are prepared, 
realistic and appoint experienced 
advisers it is possible to achieve a 
deal that is satisfactory to both 
sides, while ensuring minimal 
disruption to the business 
during the process.

just FCA related issues, but also data protection 
and anti-money laundering).

It is therefore essential that any prospective 
seller ensures that the target’s books and 
records are in order before making these 
available to a potential buyer. Ideally, a 
business owner should consider preparing 
the business for sale as much as a year  
before the intended sale date. 

As mentioned, a buyer will investigate the target 
before committing itself to the acquisition. 
This information gathering process is called 
‘due diligence’ and will be undertaken by the 
buyer’s professional advisers, who will begin 
the process by submitting a series of requests 
for information to the seller’s advisers. The 
information provided will colour the subsequent 
negotiations, e.g. as to the level of protection for 
the buyer in the sale and purchase agreement 
(through warranties and indemnities) and even 
possibly a reduction in price. From the buyer’s 
perspective, the importance of effective due 
diligence is hard to exaggerate. While the sale 
and purchase agreement will contain some 
protections for the buyer (notably warranties), 
these are post-completion remedies which 
offer a poor substitute for ensuring you have 
investigated exactly what you are buying and 
established a fair price. 

In the particular context of a consumer lending 
business, due diligence is likely to focus on:

• whether it has been granted FCA 
authorisation under part IV of the Financial 
Services and Markets Act 2000. If an 
Interim Permission is in place, the status 
of such application (the obtaining of full 
authorisation may well be a condition 
precedent of a sale proceeding)

BUYING 
OR SELLING A 

CONSUMER CREDIT 
BUSINESS

BE PREPARED…
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THE MOST 
COMMON 
MISTAKES 

WHICH CAN 
CAUSE A DEAL TO 

COLLAPSE ARE LACK 
OF PREPARATION BY 

THE SELLER, UNREALISTIC 
EXPECTATIONS AROUND 

RISK ALLOCATION AND 
UNREALISTIC PRICING.
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This served the banks, building societies, credit 
card companies, mail order and other consumer 
lenders very well. However, with the growth 
of High Cost Short Term Credit (HCSTC) ten 
years ago it became apparent that there was a 
demand for ‘on-line real-time’ data provision.

At the same time the Financial Conduct 
Authority (FCA) had taken over from the Office 
of Fair Trading (OFT) and as part of their 
review of the HCSTC market they underlined 
the need for ‘on-line real-time’ data, They 
consider it an essential part of the application 
process to help identify where applicants were 
trying to obtain multiple loans on the same 
day. This data was also an important element 
in the provision of timely affordability checks.

An American company, Corelogic, had 
anticipated this growth in the demand for  
real time data and as they had the technology 

in place to provide this service they set up 
Teletrack UK in 2002. This company 

very quickly became established, and 
at its peak had over 80 contributors 

providing in excess of 80 million 
records. Factor Trust, another 

American company also 
entered the UK market  

with a real time data 
offering as did a UK 

based company, 
Lending Metrics. 

With the DPA being replaced by the General 
Data Protection Regulation (‘GDPR’) in 2018, 
it is appropriate to review what both the DPA 
and GDPR mean when advising vulnerable 
individuals.

As a starting point, it is important to note 
that successive Information Commissioners 
have taken the view that the DPA is there to 
ensure we do the right thing when dealing with 
personal information. It should not be seen 
as something that prevents us processing 
personal information, but merely provides as 
legal framework for ensuring that individuals are 
protected and their information is handled fairly 
and lawfully, in line with their legal rights.

This becomes even more important when 
an individual is considered to be ‘vulnerable’, 
typically on the basis of their mental health  
or capacity. 

Under both the DPA and GDPR, any information 
relating to an individual’s physical or mental 
health is classified as sensitive personal data 
and the requirements for processing that 
data are more onerous than for example, 
processing an individual’s information where 
the sole reason for their ‘vulnerability’ is financial 
hardship. Data protection law differentiates 
between the two.

Vulnerability due to mental capacity raises 
a number of common law as well as data 
protection considerations.

We are all familiar with the concept of ‘consent’. 
But in a legal context ‘consent’ is ‘any freely 
given specific and informed indication of his 
wishes by which the data subject signifies his 
agreement to personal data relating to him 
being processed’ (Article 2 Directive 94/46/EC). 
In other words there must be full understanding 
and choice to constitute consent.

If an individual is suffering from some form 
of mental incapacity, it is this that takes the 
‘consent’ requirement into one of ‘explicit 
consent’ rather than the underlying financial 
hardship, as by rightly acknowledging the 
individual’s incapacity, we are processing 
‘sensitive personal data’ relating to their 
condition. This distinction will continue under 
the GDPR.

‘Explicit’ consent is taken to mean that 
the consent should be absolutely clear. In 
cases of mental incapacity this therefore 
can raise challenges around the individual’s 
understanding of what they are consenting to.  
A person cannot give a valid consent at 
common law if he or she is incapable of 
understanding the action to which they are 
consenting (Lang [1975] 62 Cr. App.R 50).

Any blanket approach to avoid even attempting 
to obtain consent would be likely not to meet 
the ICO’s expectations.

As a route to demonstrate fairness, respect 
of ‘sensitive personal data’ under the DPA 
(to be known as ‘special categories of data’ 
under Article 9 GDPR) there is a condition 
that legitimises processing in order to protect 
the vital interests of the data subject where 
consent cannot be given by or on behalf of the 
data subject. The GDPR also includes a similar 
provision (Article 9(c)).

The moot point is whether protecting an 
individual from the potential for increased 
financial hardship constitutes protecting their 
‘vital interests’. Typically this has been taken to 
mean ‘life and death’ situations, for example 
in medical cases where a patient cannot give 
consent to an operation due to their injuries.

Interestingly the GDPR actually stipulates the 
condition applies where ‘processing is necessary 
to protect the vital interests of the data subject, 
where the data subject is physically or legally 
incapable of giving consent’.

As we discussed earlier, both common law 
and the current directive are clear around  
the levels of understanding required to meet 
this condition.

So what is our practical advice? Meeting the 
requirements of the DPA and GDPR, turns on 
building a case evidencing the steps taken to 
ensure the individual, and/or the individual’s 
representatives and care professionals fully 
understand the specific circumstances of  
each case. 

The more any ‘consent’ can be supported by 
demonstrating the steps taken to improve the 
individual’s particular financial circumstances 
and also, where appropriate, as they 
relate to their personal well being and 
mental condition, coupled with your 
interaction with the individual 
and their care professionals 
throughout the process, 
the more you are 
likely to meet your 
data protection 
obligations.

The three major CRA’s were also charged by 
the FCA to meet this demand for real time 
data and responded. 

However, with their large number of legacy 
systems this was never going to be a quick 
development. They have made significant 
progress but no-one has yet managed to 
provide a truly comprehensive real time service.

Over more recent years the FCA have imposed 
very tight restrictions on HCSTC companies and 
as a result many have exited the UK market. 
Those remaining have changed from offering 
30 day loans to three month, six month 
and nine month loans which together have 
drastically reduced the search volumes. As a 
result of this significant reduction in search 
volumes Corelogic decide to exit the UK market 
and they were soon followed by Factor Trust. 

At the same time, the FCA seemed to be 
satisfied with the progress being made by the 
three major CRA’s, and whilst the need for real 
time data is still on their agenda the urgency 
appears to have gone away.

Putting the regulatory expectation to one side. 
Commercially and for the lender’s profitability, 
especially against the controls on charges and 
rate caps - as a lender, there is a need to be 
comfortable that in a market where loans, and 
potentially multiple loans, are literally processed 
in seconds, very often same-day, they see this 
information as and when it happens. 

The same applies to assessing the consumer’s 
behaviours through multiple searches 
and applications, and how they meet their 
repayment obligations. There can be a lot of 
activity relevant to the lending decision over 
the course of a month, and even during the 

course of a day, this is becoming even more 
critical with the increased use of social 

media data.

The benefits of real time data have 
now been recognised. It is still as 

important it ever was, and is 
certainly the way forward 

for the credit industry. 

Because of the challenges around evidencing 
‘consent’ the Information Commissioner’s Office 
(‘ICO’) recommends: “an organisation should 
not rely exclusively on consent to legitimise its 
processing. In our view it is better to concentrate 
on making sure that you treat individuals fairly 
rather than on obtaining consent in isolation. 
Consent is the first in the list of conditions for 
processing set out in the Act, but each condition 
provides an equally valid basis for processing 
personal data.” (ICO Guide to data protection 
11 February 2016).

Note that the ICO is not saying that ‘consent’ 
should not be used, but that it can be used 
alongside one or more other fair processing 
conditions to strengthen to presumption of 
compliant processing.

It is this position that underpins the ICO’s 
approach to assessing an organisation’s 
DPA compliance. Referring to the ICO Guide: 
“our view is that in determining if you have a 
legitimate reason for processing personal data, 
the best approach is to focus on whether what 
you intend to do is fair. If it is, then you are very 
likely to identify a condition for processing that 
fits your purpose.”

The Money Advice Liaison Group (‘MALG’) 
Briefing Note 4 (April 2013) is an excellent 
reference point around dealing with ‘explicit 
consent’ in the area of mental health and 
potential incapacity.

Importantly the ICO’s view, is that: “If the 
processing is not otherwise unfair or in breach 
of any legislation and if there is a strong case 
for processing without consent then the 
data controller may decide that on balance 
they should go ahead. It is still possible that 
a breach of the 1st Principle [of the Data 
Protection Act] might arise. 

“The Information Commissioner’s Office 
expects a data controller to have a clear 
rationale and strong justification for continuing 
to process the data. The best interests of the 
data subject should be the key consideration. 
The Information Commissioner’s Office will take 
the data controller’s rationale and justification 
into account if investigating a case in which the 
decision to process data without consent has 
been challenged by the data subject.”

We would suggest a practical caveat on 
this in that there should be a ‘case by case’ 
assessment, with a combination of being 
able to evidence a genuine attempt to obtain 
consent coupled with very clear, unambiguous 
evidence of the interests of the individual being 
paramount and the action taken being solely 
to protect their interests. 

THE FUTURE

‘IS REAL TIME 
DATA STILL AS 

IMPORTANT 
AS IT WAS?’

CONSENT CONUNDRUM
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FOR MANY YEARS IN THE UK THE THREE MAIN CREDIT 
REFERENCE AGENCIES (CRA’S) HAVE PROVIDED A 

VALUABLE PAYMENT PERFORMANCE USER GROUP 
SERVICE BASED ON A 30 DAY UPDATE PROTOCOL. 

MEETING THE REQUIREMENTS OF THE DATA PROTECTION ACT 1998 (‘DPA’) IS AN AREA 
ADVISORS OFTEN STRUGGLE WITH WHEN DEALING WITH ‘VULNERABLE’ INDIVIDUALS. 
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Later this year, the FCA will publish its thematic 
review of appointed representatives (ARs). 
Firms will need to ensure their conduct 
does not expose them to potential FCA 
action. Huntswood has pinpointed some key 
regulatory concerns that firms should consider 
when reviewing their approach to ARs.

IS THE PARTNERSHIP A SUITABLE MATCH?           
Both the principal firm and the AR should 
ensure that their prospective pairings match up 
to expectations, before and after any business 
relationship. Both parties can lessen the risk of 
issues within their agreements by considering 
the following:

• initial due diligence - consider how the AR 
operates and whether it’s the right fit for 
your business

• risk appetites - how do they match up? 
Ensure your AR understands and incorporates 
your appetite for risk into their decision 
making process

• business models and strategy - the 
partnership should ensure good  
outcomes for end customers

• governance models - in making decisions, 
they should be effective, and firms should 
ensure transparency of decisions

• firm culture - firms should ensure they 
achieve commercial goals whilst delivering 
the fair treatment of customers considering 
factors such as how the sales process will  
be incentivised

• relationships with other networks - 
determining the nature of these relationships 
will be beneficial in the decision making 
process, as it gives further insight into the 
activity of the firm (and any associated risks).

HAVE YOU MADE YOUR EXPECTATIONS 
CLEAR?
Both the principal and the AR must ensure 
they place the customer at the heart of their 
business model. Any regulatory action will  
likely impact both sides. 

Principal firms must be explicit over their 
customers’ desired outcomes and risk 
appetite, and convey their methods for 
monitoring advice, products, processes and 
the relationship generally, including setting out 
firm specific Key Performance Indicators. It is 
also crucial to document this activity to be able 
to evidence it to the regulator later.

If Management Information (MI) isn’t 
focused on the correct data and 
information, it can serve to cloud the 

activity of both parties, stopping issues from 
being discovered. Principal firms must:

• establish a comprehensive MI pack focused 
on key business and customer risks including 
areas of regulatory focus

• ensure that relevant data points and 
reported MI are consistent, actionable and 
relevant

• think about the measures they might need 
to take if the relationship is underperforming 
with regards to customer outcomes (or  
any other regulatory issues). Are the 
measures forward-looking and can trends 
be spotted? How do the measures link to 
the principal’s strategy, culture and risk 
management framework?

• ensure that MI received is timely and that 
there is sufficient coverage across the whole 
customer life cycle. Ultimately, MI should 
allow for and support open challenge and 
communication between the principal and 
the AR.

WHAT DOES ONGOING MONITORING  
LOOK LIKE?
Whilst due diligence is important at the outset, 
robust yet proportionate ongoing monitoring 
crucially ensures positive outcomes and  
timely identification. Evidencing this is  
also extremely important under possible 
regulatory scrutiny. Principal firms should take 
into account:

• ongoing monitoring - what indicators 
measure whether standards are 
maintained? Will this help you monitor your 
ARs holistically? Monitoring should be 
meaningful and not simply fulfil ‘tick box’ 
criteria

• regulatory knowledge - ensure ARs 
have the knowledge required 
to spot new risks. Regulatory 
competence important for 
both side, as well as for 
how firms escalate 
and examine 
concerns

• ongoing monitoring schedule - how often 
will performance be examined and by 
whom? How does this tie into your firm’s risk 
management processes?

• permissions - how will your ARs ensure 
they operate within the permissions they 
have been granted. How regularly is this 
reviewed?

HEALTHY RELATIONSHIP…
The key to a healthy relationship is, without 
doubt, effective communication, constructive 
challenge and ongoing oversight. With 
regulatory responsibility falling on both sides, 
and with a thematic spotlight on this area, 
collaborating to achieve good customer 
outcomes is the top priority.

It might be that your existing ARs must get 
used to a slightly more ‘intrusive’ method 
of ongoing monitoring, or are met with 
more detailed questioning at the 
point of forming agreements. Make 
clear that this in the interests of 
protecting both firms  
and consumers.

OF PRINCIPAL CONCERN

APPOINTED 
REPRESENTATIVE 
AGREEMENTS TO 

COME UNDER THE 
SPOTLIGHT
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For many consumer credit firms, the journey 
from Office of Fair Trading (OFT) licencing to 
Financial Conduct Authority (FCA) authorisation 
has been completed, and there have been 
audible ‘sighs of relief’ when a companies’ 
required permissions have been granted, 
whether full or limited. 

In many respects, to give it a current sporting 
metaphor, firms have achieved the qualifying 
level for the Olympics. They have undergone 
the drugs’ tests and passed the entry criteria. 
Now the games begin. Clearly the aim of 
every firm is to perform well and meet their 
objectives, but for the newly authorised, can 
they do this to the standards expected by FCA?

THE FCA’S APPROACH TO SUPERVISION
The move from OFT to FCA has to be 
considered as a shift from ‘pussy cat to lion’. 
The FCA has made it clear that it will operate a 

‘proportionate’ approach and will concentrate 
resources on the greatest risks to its 

objectives, with full permission firms 
receiving more intensive supervision 

than limited, but consumer 
protection and market integrity 

are the focus. It will definitely 
be much more intrusive. 

• routine assessments as the business 
changes (transfers, acquisitions, 
permission changes etc)

• periodic evaluation presentations made  
to the Board

• any other reviews necessary (as part of 
wider thematic or market studies).

• flexible portfolio firms will receive a lighter 
reactive touch, with FCA using market 
intelligence to assess the risks associated 
with their activities:

• a market level focus, but individual firms 
sampled through various means to inform 
FCA judgements 

• sectoral analysis, themed reviews and 
market studies

• base-line monitoring of regulatory returns 
(GABRIEL)

• occasional specific topic reviews

• whistle-blowing referrals

• other sources of information from 
consumers, consumer bodies, competitors, 
trade associations, Financial Ombudsman 
Service (FOS).

HOW TO KEEP THE FCA HAPPY 
Overall, FCA supervision will be assessing 
business models, strategy and culture, (checking 
the customer is at the heart of every decision) 
front-line processes, systems, controls and, 
ultimately, the governance in place that 
evidences meeting FCA standards.

Fair consumer outcomes is the major focus, 
does the business meet that expectation?  
Can it be evidenced? 

It is important to ensure that all information 
that the FCA has about a firm is accurate. 
Reporting through GABRIEL must be submitted 
in a timely manner and provide the data 
needed to enable a firm-specific view to be 
obtained. Getting submissions wrong would 
not give a good impression.

Communication with the FCA should be helpful, 
prompt and transparent. Firms must keep 
them informed of material issues or breaches, 
new Board/senior appointments, changes to 
business activity, significant risks, issues, events 
that impact compliance, and any other concerns 
that might affect customer treatment adversely. 

Keep the FCA fully informed.

The FCA want to understand:

• how does each firm really run its business? 
The regulatory business plan set out details, 
but it must be a true reflection

• how does the firm makes its money? Is it in 
any way detrimental to consumers?

• what is the firm’s culture, and its strategy?  
It must support fair treatment of consumers. 

The FCA will therefore use various techniques 
to gather information, on which judgements 
will be made to assess a firm’s ‘threat’ to FCA’s 
objectives:

• what size is the regulated activity of the 
firm? What are the potential risks? This will 
impact whether the FCA decide to make the 
firm part of their fixed or flexible portfolio 
allocation (these categories replaced the 
C1-C4 conduct classifications)

• the vast majority of firms will be classed as 
flexible, but if fixed, then the FCA will work 
closely with these firms in a pro-active way:

• an individual supervisor will be appointed

• a firm-specific continuous assessment 
programme will be established

• periodic business model and strategy 
analysis will be undertaken

• regular meetings between FCA supervisors, 
senior management and Board members 
will be held to keep the FCA fully aware of 
how the business operates, its culture, its 
plans and the risks associated, including an 
annual strategy review

• ‘deep-dive’ assessments carried out as 
needed during the review cycle

• regular base-line monitoring, from the 
reporting information received at the FCA

THE GAMES BEGIN
AN INSIGHT 

INTO FCA 
SUPERVISION
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UK CHALLENGER BANKS

The UK’s big banks have had 
a tough start to the year, with 
fears relating to global economic 
slowdown, the impact of the huge 
fines imposed by the FCA and 
the threat of more big regulatory 
changes all taking their toll. Few if 
any of these factors, however, are 
affecting the performance of the 
UK’s so-called ‘challenger banks’. 
These young, new lenders operate, 
unencumbered by the legacy 
systems and entangled processes 
that have long hampered the 
bigger players. Innovation is key to 
their success. Each has a different 
view of the world and all are intent 
on delivering a customer service 
experience which is both fresh 
and carefully differentiated in  
the marketplace. 

They are certainly causing a 
stir. 2015 saw Aldermore and 
Shawbrook float and the FCA give 
the green light for a number of new 
lenders to launch, including Atom 
Bank and Tandem Bank. Small, 
highly specialist banks that focus 
on particular vertical industries are 
performing healthily and Virgin 
Money recently posted record 
profits. But as the challengers 
continue to grow they now face 
a challenge themselves. Just like 
the bigger high street lenders, they 
too must apply the same rigorous 
discipline to their own systems and 
processes as demanded by the 
ever-watchful FCA. 

Source: Equiniti Pancredit

On 11th May Google announced 
that it would impose a global 
ban on payday loan advertising. 
Google has previously prohibited 
advertising, but to this point it has 
never banned a broad category of 
financial products. 

From 13th July, consumers will 
still be able to find payday lenders 
on a Google search, but adverts 
appearing on the top and right 
hand side of results will not show 
marketing from the industry. 
Google plans to ban adverts for 
loans of 60 days or less, and in the 
US those with an interest rate of 
36% or higher. 

There is a legitimate need for short 
term loans, which are a legal source 
of credit for millions of UK residents. 
The issue raises concerns over the 
effect a decision made, seemingly 
based on a US perception, will have 
on a UK industry. 

The UK financial services market is 
governed by the Financial Conduct 
Authority (FCA) whose authorised 
firms, including many payday 
lenders, run accepted business 
models, stringently regulated in 
regard to advertising. The FCA 
should consider the potential 
unintended consequences/
customer detriment of this move.

A contact lens
THREE BILLION CONTACTLESS 
PAYMENTS RECORDED BY  
VISA EUROPE OVER LAST  
12 MONTHS

Card company Visa has recorded 
three billion contactless 
transactions in Europe over the 
past year. In April alone, European 
consumers used their cards 
360m times, clocking in at almost 
140 transactions per second. 
Contactless now accounts for 
one in every five Visa card 
payments in Europe, up from 
one in 60 in 2013.

In the UK, contactless adoption 
grew by 300% to 153m 
transactions in April 2016 from 
51m in the same period the year 
before. The UK has lead growth 
of contactless use in Europe,  
along with Poland and Spain.

Figures from industry body the 
UK Cards Association show 
there are 84.2m contactless 
cards in the UK as of February 
this year. Last year, consumers 
spent a whopping £7.75bn on 
contactless cards, compared with 
£2.32bn in 2014.

Visa Europe Product Director 
Tristan Kirchner said: “Contactless 
cards are also being used to pay 
for travel and to donate to charity 
and as technology evolves, there 
will be even more environments 
in which to use contactless.”

Across Europe, Visa has 3.2m 
contactless payment terminals, 
Visa is planning to convert all 
terminals to contactless by the 
year 2020.

Big brother…
EQUIFAX RESEARCH REVEALS 
MIXED RECEPTION FOR NEW 
BANKING TECHNOLOGY 

Consumers are happy for ‘big 
brother’ to watch over them if 
it means they can access their 
money overseas more easily, 
according to research from 
Equifax. The research, conducted 
in conjunction with Gorkana, 
revealed that 60% of consumers 
would be happy for their bank or 
credit card provider to track their 
mobile phones abroad in order 
to confirm card transactions 
are genuine. 

However, not all new banking 
technology has been so readily 
accepted. Despite bank’s growing 
use of fingerprints and other 
biometrics to verify customers’ 
identify, the research found:

• 48% selected passwords as 
their top choice to make online 
payments

• 42% of respondents choose 
fingerprint verification

• 5% voice recognition

• 3% selfie techniques.

John Marsden, head of ID and 
fraud at Equifax, said: “Banks 
are increasingly turning to new 
technology to improve the 
customer journey and make 
transactions more secure. Strong 
passwords can be difficult to 
remember and it may not be long 
before fingerprint verification 
overtakes the traditional 
password.” 

Growing the 
grapevine
BOOST FOR SMES SEEKING 
FINANCE THANKS TO 
GOVERNMENT DATA 
SHARING SCHEME

On 1 April 2016, the 
government’s small and medium 
sized businesses (SME) credit data 
sharing scheme went live, making 
it easier for new challenger banks 
and alternative finance providers 
to check credit worthiness of 
potential business customers. 

The government is requiring nine 
banks and three Credit Reference 
Agencies (CRAs) to share, with 
the SME’s permission, the credit 
information they hold on SMEs 
equally with all finance providers. 
This will increase competition in 
the SME lending market and help 
more businesses find the funding 
they need to grow. 

The biggest banks currently 
have access to much more data 
than challengers and the new 
regulations will enable over 100 
alternative finance providers to 
compete effectively in the SME 
lending market. 

Under the Credit Information 
Regulations RBS, Lloyds, HSBC, 
Barclays, Santander, Clydesdale 
and Yorkshire Banks, Bank 
of Ireland, Danske Bank and 
First Trust Bank (Northern Irish 
subsidiary of Allied Irish Bank) 
will all be required to share data 
on their SME customers with the 
designated CRAs, Experian, Equifax 
and Creditsafe. These CRAs must 
then share this data equally with  
all finance providers.

DELOITTE STUDY SHOWS BLEAK 
FUTURE FOR P2P LENDERS

A new study from Deloitte has 
suggested that peer-to-peer 
lenders are unlikely to truly succeed 
when it comes to challenge the 
world’s largest banks. It was 
estimated that P2P lenders would 
only account for 6% of lending by 
2025, which includes lending to 
individuals, small businesses and 
the retail buy-to-let market. Neil 
Tomlinson, head of UK banking 
at Deloitte, said: “Whilst banks 
are yet to replicate the benefits 
of the model, we believe it is only 
a matter of time before they use 
their size and scale to overtake and 
sustainably underprice P2P sites.”

The P2P firms have grown 
rapidly in recent years but Deloitte 
believes they will never come close 
to toppling the banks.

The study expects that banks 
could see the benefit from copying 
some products from P2P sites, for 
instance by adopting the smooth 
and efficient technology which 
assesses creditworthiness rapidly 
to offer a loan quickly. In addition 
just by existing the P2P firms 
keep banks on their toes and the 
competition should put pressure 
on traditional lenders to keep 
interest rates attractive for both 
savers and borrowers.

Set to soar
SMALL BUSINESS DEMAND 
FOR ALTERNATIVE FINANCE 
CONTINUES TO SOAR

Research has revealed that 53% 
of small business owners expect 
demand for alternative finance, 
including forms such as property 
finance, crowdsourcing, invoice 
finance and asset finance, to 
increase over the next two years 
while just 6% think it will decline. 

The study from Amicus Finance 
PLC further revealed that:

• small firms predict demand for 
alternative finance will increase 
by an average of 28% over the 
next two years. This represents 
an increase of 2% from last 
year’s survey where 26% 
forecasted growth

• in 2015 the combined market 
activity for the UK online 
alternative finance industry grew 
to £3.2 billion, representing an 
84% increase compared to the 
£1.74 billion in 2014

• 51% of SME owners said they 
have used or considered using 
alternative finance, up from 
42% in last year’s survey

• the most popular option, 
considered by 47% of 
respondents, was again 
crowdsourcing finance, including 
peer-to-peer lending and 
crowdfunding 

• on a regional basis, 69% of 
small business owners in the 
North West predict a rise in 
demand for alternative finance 
over the next two years, the 
largest portion in the UK

• 39% of SME owners will look 
to invest in IT equipment, and 
18% in cars, spending on 
average £14,496 and £5,290 
respectively. 

Google bans 
payday loan 
advertising

Contactless 
card security, 
the facts
THE UK CARDS ASSOCIATION 
ALONG WITH FINANCIAL FRAUD 
ACTION UK HAVE PUBLISHED 
INFORMATION ON THE TRUTH 
ABOUT CONTACTLESS CARD 
SECURITY AND FRAUD

The information notes, there has 
never been a verified report of 
theft from a contactless card 
fraud via an unauthorised 
transaction. Every card payment  
is fully traceable.

Fraud on contactless cards 
remains low, with £2.8 million  
losses compared to spending of 
£7.75 billion in 2015, equivalent 
to half of 1% of overall card fraud.

Contactless cards are inbuilt with 
a robust security system. Any 
technology which can read a 
contactless card can only obtain 
the card number and expiry date, 
information available from  
looking at the front of a card.

The vast majority of online retailers 
require additional data, such as the 
card security code, along with the 
cardholder’s address, which cannot 
be harvested electronically. Any 
retailers that do not, will do so at 
their own risk and they will be liable 
for any fraudulent transactions.

Contactless cards need to be 
presented correctly to a card reader 
for a transaction to take place. Any 
metallic objects in the same pocket 
as a contactless card, including 
keys, mobile phones or other cards, 
would make it extremely difficult,  
if not impossible, to complete  
a transaction.

Scratching 
the surface?

Growing 
pains 
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All bark and 
no bite?
CMA COMES UNDER CRITICISM

On 17 May 2016, the 
Competition and Markets Authority 
(CMA) published its provisional 
decision on remedies in its retail 
banking market investigation. 

Labour MP Rachel Reeves criticised 
the CMA for falling drastically short 
on its review into banking reform 
and overdraft charges. The MP, 
who also sits on the Treasury 
select committee, stated: “The 
CMA’s monthly maximum charge 
remedy has been portrayed as 
a cap on unarranged overdrafts, 
yet it is difficult to see it as such 
when banks are allowed to set the 
level of their own cap.” She has 
advised, the FCA should: “Take this 
opportunity to go further and cap 
the unarranged overdraft charges”.

The CMA, which must publish its 
final report by 12 August, said 
last week that its aim was to 
halve the £1.2bn customers pay 
in unauthorised overdraft fees 
each year. It has been looking at 
ways to boost competition in the 
current account and small business 
banking sectors, through which  
the industry generated £14bn  
of revenue in 2014. 

When banks on-board new 
customers they must comply with 
‘Know Your Customer’ and ‘Anti 
Money Laundering’ requirements  
to verify the identity of potential 
customers. While much of the 
process can be completed online, 
proofs of identity (passport, driving 
license, etc.) must be presented 
in person or sent through the 
post. Results of new research 
commissioned by Signicat 
shows that:

• 40% of consumers abandon 
retail bank on-boarding process 
when applying for a new product 
or service

• 39% of abandonments were 
due to the length of time taken 

• 34% were because too much 
personal information is required

• the number of abandoned 
applications has increased from 
26% on average to 45% 
in the last year on average, 
respondents submitted 1.7 
financial applications in the last 
12 months

• 84% of all applications were 
for bank accounts, credit card, 
insurance or savings accounts 
the average time taken by 
all respondents was 18.45 
minutes

• 55% of all respondents said 
they would be more likely  
to apply through a 100%  
online process.

Critically, the on-boarding process 
here only covers the time taken 
to complete the online portion of 
an application. It does not include 
time needed to submit physical 
documents at a branch or via  
the post, which could extend to 
several days. 

High street 
dinosaur
BBA ANNOUNCES INDEPENDENT 
REVIEW OF BANK BRANCH 
CLOSURE PROTOCOL

On 6 May the BBA launched 
an independent review of the 
protocol agreed last year to help 
minimise the impact of bank branch 
closures on customers and local 
communities.

The biggest high street banks, 
consumer groups and government 
signed up to the industry-wide 
agreement in March 2015. 
This included an agreement with 
government to conduct a ‘one 
year on’ review. Professor Russel 
Griggs OBE will lead the review, 
having previously undertaken an 
independent review of the Lending 
Code, as well as acting as the 
independent external reviewer of 
the UK banks’ SME appeals process.

Anthony Browne, chief executive 
of the BBA, said: “More and more 
of us are adopting digital services 
to manage our money while on the 
move, without having to travel to 
a branch. Banking is in the midst 
of a customer-led revolution.
It is important, however, that 
customers still have access to 
banking services if a local bank 
branch closes for commercial 
reasons. The Access to Banking 
Protocol has played an important 
role in ensuring that communities 
are engaged with and can access 
alternative ways to bank. We look 
forward to working with Professor 
Griggs as he reviews how the 
protocol is working in practice and 
whether it can be improved upon.”

Bullseye…
BANK OF ENGLAND AND 
FINANCIAL SERVICES ACT 2016 
RECEIVES ROYAL ASSENT

The Bank of England and Financial 
Services Act 2016 will mean the 
Bank of England is better equipped 
to fulfil its vital role of overseeing 
monetary policy and financial 
stability for the whole of the UK. 
It began its passage through 
Parliament in October and forms 
a key part in the government’s 
long term plan to build a resilient 
economy. 

The act is the third major piece of 
legislation that the government 
has taken through Parliament to 
fundamentally reform the financial 
sector. The Financial Services 
Act 2012 dismantled the failed 
tripartite system, putting the Bank 
of England at the centre of a new 
framework of financial regulation. 

The Banking Reform Act 
2013 implemented the 
recommendations of the 
Independent Commission on 
Banking and the Parliamentary 
Commission on Banking 
Standards, to put in place strict 
new rules on bank ring-fencing, 
implement bail-in, and make 
sweeping changes to enhance 
individual accountability and raise 
standards in banking. 

The Bank of England has 
announced that the next £5, £10 
and £20 notes will be printed on 
polymer. The new £5 featuring Sir 
Winston Churchill will be issued on 
13 September 2016. The new 
£10 featuring Jane Austen will 
follow in summer 2017. The new 
£20 featuring J.M.W. Turner will 
be issued by 2020. Polymer  
notes bring three main benefits: 

(i) they stay cleaner than paper 
notes

(ii) they are safer, incorporating 
advanced security features 
which make them difficult to 
counterfeit

(iii) they are stronger, lasting at 
least two-and-a-half times as 
long as paper notes. 

As with the launch of any new 
banknote, the industry will need to 
implement a number of changes 
to enable a smooth transition. The 
paper £5 note will be withdrawn in 
May 2017.

DEBIT CARDS TO OVERTAKE 
CASH PAYMENTS BY 2021 

Industry experts predict that debit 
cards are on track to become king 
in 2021 when they will take over 
from cash to become the UK’s 
most frequently used payment 
method, according to a new  
report from Payments UK.

The new report reveals over 
72,000 payments were made 
every minute in the UK in 2015 
by consumers and businesses, 
totalling more than 38 billion 
payments. By 2025 this will go 
up to 79,044 payments every 
minute (or 42 billion in the year), 
with increasing card usage playing 
a major part. 

Cash was still the most popular 
payment method in 2015 
accounting for 45.1% of all 
payments. However it is predicted 
that by 2025 notes and coins will 
drop to being used for just 27% 
of payments. The tipping point for  
the most popular payment 
method will be reached in 2021 
when 14.5 billion debit card 
payments are predicted, overtaking 
the forecast 13.0 billion cash 
payments for the first time.

Synchronicity
FCA WELCOMES CMA’S 
PROVISIONAL DECISION 
ON REMEDIES FROM 
RETAIL BANKING MARKET 
INVESTIGATION

On 3 June, the FCA welcomed 
the Competition and Markets 
Authority’s (CMA’s) efforts to 
increase competition in retail 
banking and are supportive of 
its provisional decision to make 
recommendations to the FCA  
to take forward a range of 
remedies, namely on service 
quality information, prompts 
and overdraft measures. 

Once the CMA’s investigation is 
concluded and the final remedies 
are confirmed, the FCA will publish a 
response to the CMA’s final report. 
This will set out details of the work 
they intend to undertake. They will 
also take into account ongoing 
work that is beyond the scope of 
the CMA’s investigation and will 
consider the implications of the 
proposed remedies across related 
products and services and the fit 
with other regulatory initiatives. 

They agreed with the CMA that 
it is important that remedies 
result in the right outcomes for 
customers and firms and intend, 
where necessary, to do research 
and testing to inform remedy 
development.

Out-dated 
application

New
£5 note

Plastic 
fantastic?SAM WOODS HAS BEEN 

APPOINTED DEPUTY GOVERNOR 
OF THE BANK OF ENGLAND 
WITH RESPONSIBILITY FOR 
PRUDENTIAL REGULATION

He succeeds Andrew Bailey on  
1 July 2016, who is moving 
to take up the position of Chief 
Executive of the Financial 
Conduct Authority (FCA).

Sam Woods has been appointed 
for a renewable term of five years. 
He will continue in his current 
role at the Prudential Regulation 
Authority (PRA) as Executive 
Director of Insurance until he 
takes up his new role.

The Chancellor of the Exchequer, 
the Rt Hon George Osborne MP, 
said: “I am delighted to appoint 
Sam Woods to be the next Deputy 
Governor for Prudential Regulation 
and CEO of the Prudential 
Regulation Authority. Sam is a 
public servant of great integrity 
and will bring real judgement  
to the job.

Appointed Deputy 
Governor of the 
Bank of England



Counting the 
cost of the 
cost…
The Financial Services 
Compensation Scheme (FSCS) 
will levy £337m in this financial 
year, £26m less than forecast in 
its plan and budget for 2016/17, 
published in January. The levy in 
2015/16 totalled £319m.

Most industry sectors will 
contribute less in 2016/17 than 
FSCS forecast in January. The 
exception is the life and pensions 
intermediaries sector, which will 
pay a levy reflecting a higher 
average cost of claims arising  
from advice about investments  
in self-invested personal pensions 
(SIPPs). 

Mark Neale, chief executive of 
FSCS, said: “The annual levy allows 
us to compensate customers. That 
generates consumer confidence 
and trust in the industry.

“We look forward to the 
forthcoming review by the 
Financial Conduct Authority into 
how FSCS is funded, and will play 
our part in discussions. I encourage 
the industry to play a full role in 
the debate.

“Since FSCS was created in 2001, 
more than 4.5m people have 
received in excess of £26bn in 
compensation claims against 
the financial services industry.”

PUBLIC ACCOUNTS COMMITTEE 
REPORT ON FINANCIAL SERVICES 
MIS-SELLING

The House of Commons Public 
Accounts Committee has 
published a report on financial 
services mis-selling, regulation 
and redress. The report states: 
“We are disappointed that claims 
management companies have 
made up to £5 billion from 
payment protection insurance 
claims, out of compensation that 
should have been paid to victims 
of mis-selling by financial services 
firms. Departments and regulators 
have been far too passive in 
allowing this to happen. Many 
victims of payment protection 
insurance mis-selling have been 
waiting years for a decision from 
the Ombudsman and for the 
compensation they are entitled to. 
The Financial Conduct Authority 
(the FCA) has taken action to 
tackle some of the root causes of 
mis-selling of financial services, 
but there remain substantial risks 
of further mis-selling, as well as 
cultural problems within firms  
that make mis-selling more likely.  
The FCA and the Treasury must  
do more to know how much  
mis-selling is happening now,  
and which regulatory activities 
work best to prevent it.”

Mis-selling of financial services 
happens for several reasons. 
Products are complex and difficult 
to understand for even very 
knowledgeable consumers, and 
the culture and incentives within 
firms can make mis-selling more 
likely. In recent years, claims 
management companies, which 
are currently regulated by the 
Ministry of Justice, have submitted 
most consumer complaints to 
the Ombudsman. 

Third strike?
FCA FINES CT CAPITAL LTD  
FOR FAILURES RELATED TO  
PPI COMPLAINT HANDLING

The Financial Conduct Authority 
(FCA) has fined CT Capital Ltd 
(CT Capital) £2,360,900 for 
serious failings in its historic 
Payment Protection Insurance (PPI) 
complaint handling processes.

Between May 2011 and 
November 2013, during which 
time it handled 6,669 PPI 
complaints, CT Capital failed to 
put in place complaint handling 
processes to deal with PPI 
complaints appropriately, which 
resulted in customers missing out 
on redress payments to which 
they were entitled. The effect 
on individual customers was 
potentially significant. The average 
redress payment made in respect 
of a fully upheld complaint during 
the period was £5,959.

CT Capital was the parent 
company of a group of lenders and 
loan brokers and was responsible 
for handling PPI complaints on 
behalf of the group.

After receiving royal assent on 26 
March 2015, the Small Business, 
Enterprise and Employment 
Act 2015 (Act) introduced key 
changes to the way UK companies 
must operate in the future. 
Implications of those changes 
and what action needs to be 
considered by companies and 
businesses regarding persons with 
significant control are:

• the Act requires companies 
and LLPs (including dormant 
companies) to keep a register of 
persons with ‘significant control’ 
and to make that register public

• the new provisions impose a duty 
on the company to investigate, 
obtain and maintain information 
on registrable persons and a 
positive obligation on registrable 
persons to disclose their identity 
if not known to the company

• there are sanctions on individuals 
and companies for failure to take 
steps to identify such persons.

THE FCA HAS URGED RETIREES 
TO TAKE PRECAUTIONS BEFORE 
MAKING INVESTMENTS, IN A BID 
TO HELP COMBAT INVESTMENT 
FRAUD

Over 65s with savings in excess 
of £10,000 three and a half 
times as likely to fall victim to 
investment fraud. More than a 
quarter of over 55s falling victim 
to investment fraud are scammed 
via an unauthorised firm selling 
unregulated products, such as 
wine, diamonds and land.

A study, published in May by the 
regulator, revealed that the current 
low interest rate environment is 
one of the key reasons over 55s 
are considering investing in a 
wider range of unfamiliar types of 
investment products. .

Part of the FCA’s ScamSmart 
campaign, to help protect 
investors from investment fraud, 
the study revealed 41% have 
moved money out of savings into 
investments following a sustained 
period of low interest rates. 

The FCA has updated its unfair 
contract terms library to remove 
items that no longer reflect its view.

In March 2015, they removed the 
material listed below from their 
website as they considered that it 
no longer reflected the FCA’s view 
on unfair contract terms. 

1. The Consumer Rights Act 
2015 (CRA), the majority 
of which came into force on  
1 October 2015.

2. Competition and Markets 
Authority (CMA) guidance 
on the unfair contract terms 
provisions in the CRA.

3. Case law of the Court of Justice 
of the European Union (CJEU) 
concerning Council Directive 
93/13/ECC on unfair terms  
in consumer contracts.

They have no current intention  
to publish guidance on unfair 
contract terms.

In May 2016, they became aware 
of, and removed, further material 
from their website that they 
considered no longer reflected 
their view on unfair contract terms.

Firms should not rely on the 
withdrawn documents. The 
FCA suggests reading the CMA, 
finalised guidance on the unfair 
terms provisions.
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Feathering 
the nest

SBEE Act, 
Implications, 
Action and 
Key Dates

FCA - over 55s 
at heightened 
risk of fraud

FCA updates 
unfair contract 
terms materials

Line of sight
GOVERNMENT PLANS TO 
TARGET NUISANCE CALLS

Companies that cold call customers 
will no longer be able to hide or 
disguise their phone numbers, 
under government plans to target 
nuisance calls. The new measure 
will force firms registered in the 
UK to display their phone numbers, 
even if their call centres are 
based abroad. The government 
says the move will make it 
easier for consumers to report 
nuisance callers.

Baroness Neville-Rolfe, minister for 
data protection, said the change 
will sent a clear message to rogue 
companies: ”Nuisance calls are 
incredibly intrusive and can cause 
significant harm to elderly and 
vulnerable members of society.”

David Hickson, from the fair 
telecoms campaign, said: “It’s 
absurd to think that seeing a 
number that you don’t recognise is 
any different from not seeing any 
number at all. What they should be 
doing is taking action where they 
can to prohibit the whole practice 
of making unsolicited telephone 
calls and see that consumers have 
a good range of options on their 
telephone networks to help protect 
them from this nonsense.”

Bucket 
and spade 
required?
FINANCIAL CONDUCT 
AUTHORITY’S REGULATORY 
SANDBOX OPENS TO 
APPLICATIONS

In early May, the Financial 
Conduct Authority (FCA), opened 
its regulatory sandbox to firms. 
The box is a ‘safe space’ in which 
businesses can test innovative 
products, services, business 
models and delivery mechanisms 
while ensuring that consumers 
are appropriately protected.

The regulatory sandbox is part 
of Project Innovate, an initiative 
kicked off in October 2014, to 
help us encourage innovation in 
the interests of consumers and 
promote competition through 
disruptive innovation.

The sandbox will offer a range of 
options for eligible firms: 

• a tailored authorisation process 
(restricted authorisation) for new 
firms in the testing phase

• individual guidance for firms 
testing ideas that do not easily 
fit into the existing regulatory 
framework and in some cases 
waivers or no enforcement 
action letters. 
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A change 
in step…
STEPCHANGE - DEMAND FOR 
DEBT ADVICE 2015 FIGURES

• 549,053 people contacted 
StepChange Debt Charity for 
help in 2015

• there were over three million 
visits to the charity’s website, 
a 97% increase on 2012

• average unsecured debt of 
clients was £13,9001

• average number of debts per 
person was 5.6

• credit cards were the most 
common unsecured debt

• more than four in ten now owe 
money on items such as council 
tax, rent and utilities. This is 
compared to around a quarter 
in 2011

• 57% of those seeking debt 
advice in 2015 were employed. 
But of these, fewer people have 
full-time jobs, and more people 
have part-time jobs

• over 75% of StepChange Debt 
Charity clients live in rented 
accommodation, compared to 
a little over 50% five years ago

• 57% of clients are under 40, 
and 14% are under 25

• the biggest cause of falling 
into debt is an income or 
employment change. One in five 
of the charity’s clients in 2015 
fell into problem debt due to 
losing their job

• 15% fell into problem debt due 
to a reduced or irregular income

• the average income of clients 
in 2015 was the lowest it has 
been in the previous five years.

A debt 
bubble?
FAMILIES TAKING ON TOO 
MUCH DEBT?

As numbers of new cars bought 
with cash borrowed at dealerships 
surges above 1m, figures fuel 
fears that families are taking on 
too much debt.

Figures from the Finance & 
Leasing Association show that 
51,207 cars were bought in 
February on finance deals agreed 
during their sale, up 22% on 12 
months earlier. That took the total 
over the past year to just over 1m, 
the first time this landmark has 
been reached.

The figures fuelled fears that 
families are taking on too much 
debt and living beyond their means. 
Financing agreements, where 
consumers borrow money as they 
buy a vehicle and pay it back in 
instalments, account for 81.9%  
of the private new car market.

The figures come a week after 
Bank of England data revealed 
credit card borrowing had surged 
9.3% in the year to February,  
its highest leap since 2005.

Shocking?
WORST PRACTICE DEBT 
COLLECTION PROCESSES

A recent report entitled ‘Counting 
the Cost of Debt Recovery’ 
by specialist outsourcer Echo 
Managed Services, quizzed 
1,500 UK households on their 
debt collection experiences with 
everyday service providers, and 
how they felt various industry 
sectors fared up. 

Consumers put energy companies 
top of a worst practice list, 
scoring 100% on an index, while 
local authorities and credit card 
companies came second and third, 
scoring 95% and 93%.  
On the other hand, retailers and 
banks were found to be the most 
likely to deploy best practice debt 
recovery processes, including 
having friendly and helpful staff, 
and offering easy payment options 
and affordable payment plans.  
The research also revealed:

• 63% of UK adults had 
experienced debt recovery 
procedures

• 33% believe it is okay to fall into 
debt in extreme circumstances

• 41% of consumers simply 
forget to pay 

• 24% had struggled to pay a bill 
because their incomings were 
less than their outgoings

• 16% had paid late because the 
bill was higher than expected.

ONE BED FLATS TIPPED AS THE 
BEST INVESTMENT OVER THE 
NEXT 12 MONTHS

Amicus Property Finance new 
research has revealed that over  
the next year professional 
landlords are tipping one bedroom 
flats to produce the most attractive 
capital returns, and two bedroom 
flats to generate the biggest yield. 
The research revealed that:

• 25% of UK landlords said that 
one bedroom flats will offer the 
most attractive capital gains over 
the next year, closely followed 
by student accommodation in 
university towns and cities 

• 22% of landlords believe two 
bedroom flats will offer the best 
opportunities for capital gains 
while 21% suggested it would 
be three bedroom flats

• terraced houses were the fifth 
most popular option with 19%

• maisonettes were the least 
popular choice with only 3% of 
landlords predicting capital gains.

For the best rental yields:

• 28% backed two bedroom flats

• 25% predicted sudent 
accommodation

• 21% selected three bedroom 
flats

• 20% one bedroom flats 

• 14% new build properties

• 5% houses on established 
estates.

The Council of Mortgage Lenders 
estimates that gross mortgage 
lending reached £18.5 billion 
in April. This is 29% lower than 
March’s lending total of £26.2 
billion, but 16% higher than the 
£16 billion lent in April last year. 
This is the highest lending  
total for an April since 2008 
(£25.3 billion).

Commenting on market 
conditions in this month’s market 
commentary, CML economist 
Mohammad Jamei said: “As we 
move past the stamp duty change 
that came into effect at the 
start of April, we expect to see a 
quieter second quarter, as some 
transactions that were due to 
take place were brought forward 
to the first quarter of this year. 
This is likely to mean that over 
the next few months buy-to-let 
takes a back seat as lending is 
driven by first-time buyers, movers 
and remortgage customers. The 
underlying picture still shows 
signs of growth, as the market 
remains underpinned by strong 
fundamentals such as increasing 
wages and rising employment. But 
it is possible that the uncertainty 
around the upcoming EU 
referendum in June will weigh on 
activity in the upcoming months.”

An open door
RELIANCE ON PHONES LEAVES 
YOUNGSTERS VULNERABLE TO 
FRAUD RISK

21% of 18-24 year olds store 
PIN numbers for credit or debit 
cards on their smartphones, 
tablets or laptops, according to 
research conducted by Equifax  
in conjunction with Gorkana. 

This leaves them increasingly 
exposed to online fraud if their 
phone is stolen or hacked. Once 
a device is breached, fraudsters 
can use data stored on it to 
access accounts, and also use a 
combination of data found to try  
to steal an individual’s identity. 
Across all age groups:

• 16% store passwords on 
personal devices

• 10% store PIN numbers 

• 10% bank account number/sort 
codes 

• 6% store answers to security 
questions for online accounts

• almost twice as many males 
than females are likely to store 
passwords and PIN numbers on 
their devices.

John Marsden, head of ID and 
fraud, Equifax, commented: “Your 
device doesn’t even need to be 
physically taken for the data on 
it to be accessed. Fraudsters 
are establishing bogus WiFi 
hotspots, for example in coffee 
shops. They appear genuine 
but an unsuspecting consumer 
connecting to a fraudulent network 
could have their personal data 
stolen. Becoming a victim of fraud 
can be expensive and very time 
consuming to deal with, people 
need to be aware of the risks and 
protect themselves.”

BUILDING SOCIETY LENDING 
AND SAVINGS STRONG IN 
COMPETITIVE MARKET

The Building Societies Association 
(BSA) has published savings figures 
for the first quarter of the year.

Mortgage lending:

• building societies approved 
109,600 mortgage loans, a 
32% share of the 347,000 
mortgage loans approved across 
the market in the period

• gross mortgage lending by 
building societies was £17.7 
billion, accounting for 28% of 
the £62.5 billion total mortgage 
lending in the UK during the period

• net mortgage lending by building 
societies (gross lending minus 
repayments) was £6.1 billion,  
a 48% share of total net  
lending across the market  
of £12.7 billion

• this leaves building societies  
with outstanding mortgage 
balances of £272.3 billion  
at the end of March 2016,  
a 21% market share.

Savings:

• savings balances at building 
societies increased by £4.3 
billion, a 23% share of the 
£19.0 billion across the market

• savings balances outstanding at 
building societies now stand at 
£250.2 billion, an 18% market 
share of the total £1,365.4 
billion across the market.

The best 
investment…

Once more 
unto the 
breach…
INSURANCE SEES RISE IN DATA 
BREACHES

The insurance sector has seen a 
317% increase in data breaches 
for the first six months of 2016, 
according to a freedom of 
information request made to the 
Information Commissioner’s Office.

The request, made by Egress 
Software Technologies, showed 
the increase compared with three 
year’s before. The rise is worrying 
considering this sector is meant 
to be advising clients on their own 
data protection policies.

The statistics provide a year on 
year analysis of Principle Seven 
security breaches of the Data 
Protection Act, examining the most 
recent incidents from 1st January - 
31st March 2016 and comparing 
them against the same period in 
2014 and 2015:

• 66% of business sectors 
had experienced a rise in data 
breaches over the three years 

• human error accounted for 
62% of the incidents reported 
to the ICO

• insecure webpages and hacking, 
stood at 9% combined.

Source: Insurance Age

CML - gross 
mortgage 
lending rises 
16% in April

Mortgage 
matters…



The GDPR’s aim is to unify data protection law 
within the European Union and increase data 
subjects’ rights. This involves strengthened 
obligations for companies in terms of 
compliance, as well as extended powers  
of Data Protection Authorities.

The Direct Marketing Association has advised  
its members to start preparing and has made  
a specialist area available to its members.

The Information Commissioner’s Office has 
communicated what to expect and when in 
relation to the guidance it will issue to help 
organisations to get ready for the GDPR. It is 
breaking the guidance into three areas – ICO 
guidance, European level guidance and policy 
outputs. The ICO has already identified the 
12 areas that organisations should already be 
looking out to prepare for the regulation.

The ICO intends to issue its first phase 
of guidance in the next six months. The 
information is laid out in the ICO’s data 
protection reform section of its site.

CO OUTPUTS
• risk and significant / legal effects

• profiling

• children’s privacy

• documentation / records 
of processing activity

• data controllers / data processors

• international transfers.

In summary the first phase will cover the 
following areas:

ICO GUIDANCE
• overview of the GDPR

• individuals’ rights

• contracts

• consent

• privacy notices code of practice.

EUROPEAN GUIDANCE
• how to identify an organisation’s 

main establishment and lead 
supervisory authority

• data portability

• data protection officers

• risky processing and data 
protection impact assessments

• certification.

GENERAL DATA 
PROTECTION REGULATION

CHELSEA AND WESTMINSTER 
HOSPITAL NHS FOUNDATION 
TRUST
A NHS trust has been fined £180,000 after 
revealing the email addresses of users of an 
HIV service. A newsletter revealed the email 
addresses of all the other email recipients.  
The ICO took the view that this breach could 
have caused substantial distress to individuals.
Christopher Graham commented: “People’s 
use of a specialist service at a sexual health 
clinic is clearly sensitive personal data. The law 
demands this type of information is handled 
with particular care following clear rules, and 
put simply this did not happen.”

BLACKPOOL TEACHING HOSPITALS 
NHS TRUST
A NHS Trust has been fined £185,000  
after publishing workers’ confidential data 
including National Insurance number, date  
of birth, religious belief and sexual orientation 
on its website. The mistakes continued for  
ten months.

WASTE DISPOSAL EMPLOYEE
A former employee of Acorn Waste 
Management Limited has been fined and 
prosecuted further to taking information about 
previous clients with him. The documents 
included personal information including 
contact details and purchase histories. The 
ICO has stressed that this is an offence under 
Section 55 of the data Protection Act 1998.

CHECK POINT CLAIMS LIMITED
A claims management company has been 
fined £250,000 by the ICO further to them 
making 17.5 million calls asking people 
whether they had suffered hearing loss at 
work. The calls took the form of a recorded 
message encouraging compensation claims. 
The ICO commented: “Nuisance calls are 
bad enough, but picking up the phone to a 

EU DATA PROTECTION UPDATE
The below provides an EU update from 
Brussels, and an insight into the progress of 
the EU’s draft data protection regulation:
This month saw a major setback in the 
discussions towards a rapid adoption of the 
EU-US Privacy Shield political agreement which 
was reached by the European Commission and 
US authorities on 2 February 2016, intended 
to replace the Safe Harbour agreement which 
was struck down by the European Court of 
Justice last October.
On 26 May, the European Parliament (EP) 
adopted, by an overwhelming majority (501 
in favour, 119 against and 31 abstentions), 
a resolution calling on the European 
Commission to reopen negotiations with the 
US in order to secure further improvements to 
address the agreement’s deficiencies. While 
welcoming the substantial improvements 
included in the Privacy Shield agreement 
compared to the previous Safe Harbour deal, 
the European Parliament pointed out a list 
of major deficiencies to be addressed. MEPs 
voiced their concerns about the provisions 
related to the access by US authorities to 
data transferred under the new agreement; 
claimed that the bulk collection of data as 
envisaged in the deal would fail to meet the 

recorded message can be the most frustrating 
and intrusive thing of all. That’s why the law  
is so strict, it’s there to protect consumers and 
in practice it’s very difficult to make a  
legal automated marketing call.”

Companies can only make calls that play 
recorded messages if they have specific 
consent from the individuals and the company 
identifies itself in the content of the call.

BETTER FOR THE COUNTRY LIMITED
A company campaigning under the name 
Leave.UK has been fined £50,000 for 
failing to comply with marketing rules. Phone 
numbers were obtained from a third party 
supplier. In this case many texts were sent 
where individuals had not consented to 
receiving messages about EU politics. The 
ICO stated: “Political parties and campaign 
groups must follow the same rules as 
anyone else. That means they must have 
people’s permission before sending them text 
messages. Better for the Country did not have 
permission to send these messages. After 
considering all the options we decided that 
enforcement action was necessary.”

stricter criteria of necessity and proportionality 
as required under the EU Charter of 
Fundamental Rights, considered the new 
proposed US Ombudsperson as not sufficiently 
independent and not vested with adequate 
powers to effectively exercise and enforce 
his duty, pointed out the complexity of the 
redress mechanism as proposed in the new 
agreement. Furthermore, the EP asked the 
European Commission to conduct periodic and 
robust reviews on the EU-US Privacy Shield’s 
adequacy in the light of the application of the 
new EU legislation on data protection in 2018. 
While the EP resolution is not binding, it 
has increased pressure on the European 
Commission to act in order to enhance privacy 
guarantees in the text. In this respect, European 
Commissioner for Justice, Consumers and 
Gender Equality, Commissioner Jourova 
reassured the European Parliament that the 
European Commission was in the process 
of clarifying some details with their US 
counterparts on the provisions related to the 
US Ombudsperson’s independence as well as 
on data retention.
Similar concerns were echoed by the 
European Data Protection Supervisor, who 
expressed in late May ‘serious concerns’ 
regarding the agreement and called for ‘robust 

improvements’ to the current text. Mr Giovanni 
Buttarelli said: “I appreciate the efforts made 
to develop a solution to replace Safe Harbour 
but the Privacy Shield as it stands is not robust 
enough to withstand future legal scrutiny 
before the Court. Significant improvements are 
needed should the European Commission wish 
to adopt an adequacy decision, to respect the 
essence of key data protection principles with 
particular regard to necessity, proportionality 
and redress mechanisms. Moreover, it’s 
time to develop a longer term solution in the 
transatlantic dialogue.”
The European Commission is also expected 
to miss the June deadline set in early February 
for having the new agreement put in place. In 
late May, Commissioner Jourova decided to 
opt for a less precise deadline by stating that 
she wanted the agreement to be operational 
by this summer. 
Such a soft approach was also due to 
increasing doubts by EU Member States, 
which decided to postpone the vote on the 
agreement which had been due in May and 
scheduled a number of meetings in June in 
order to further assess the EUUS Privacy 
Shield text. 
Businesses dealing transatlantic data transfers 
should continue to watch this space.

RECENT DATA 
BREACHES

GDPR
BE PREPARED!
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THE EU GENERAL DATA PROTECTION REGULATION (GDPR) WAS ADOPTED BY THE EU 
PARLIAMENT ON 14 APRIL 2016. THE GDPR WILL REPLACE THE EU DATA PROTECTION 
DIRECTIVE (95/46/EC), WHICH WAS IMPLEMENTED MORE THAN 20 YEARS AGO. 
AFTER A TWO YEAR TRANSITION PERIOD TO INTEGRATE THE NEW OBLIGATIONS, THE 
GDPR WILL BE DIRECTLY APPLICABLE IN ALL EU MEMBER STATES FROM 25 MAY2018. 

ICO | FEATURE



REMAINING D
ATES

2016 CCTA briefing seminars - remaining dates
These events aim to provide in depth information and clarity 
around current major issues facing our industry. They offer an 
open debate forum with formal presentations, Q & A sessions, 
and include legal and regulatory updates. Our 2016 seminars 
have been extended to a full day (10am - 4pm) to allow two 
additional guest speakers to contribute.

Tuesday 13 September  London
Thursday 15 September Leeds
You can book online from the member only section of  
the website: www.ccta.co.uk. If you have any questions  
and need to speak to us direct, please email:  
events@ccta.co.uk

New Members...
Ashton Video & TV Services Ltd 
Preston

Really Easy Car Credit Ltd 
Newcastle Upon Tyne

Wageme.com Ltd 
London

The Smarterbuys Store Ltd 
Co Durham

Television House Ltd 
Pickering

Motor Market Ltd 
West Midlands

CCTA Marketing 
Opportunities 2016

CCTA Briefing Seminars 
2016 - Member only

CCTA Training 
Programme 2016

CCTA CEO GREG STEVENS 
NAMED ONE OF THE 100 
MOST INFLUENTIAL PEOPLE 
IN CREDIT THIS YEAR
The Credit 100 is an accolade for the high 
achievers in credit, it honours nominated 
leading professionals who have made  
a positive impact on  
the industry.

CCTA 2016 Conference 
Sponsorship Opportunities

The 2016 marketing 
brochure is available to 
view on our website. It 
contains full details of all 
the opportunities we offer. 

If you are not already on our 
marketing list, and would 
like a hard copy, please 
email marketingccta.co.uk

This year we are offering five courses in three different 
venues with new updated content. Full details are  
available to view on our website. 

 Authorisation and Beyond

 Approved Persons and Individual Responsibilities

 Complaint Handling, Reporting and Publication

 Post Authorisation, Supervision and Reporting

MANCHESTER
LONDON
BIRMINGHAM

If you have any questions please email: training@ccta .co.uk 
or call the office on +44 (0) 1274714959

Our 2016 conference 
brochure is available to view 
on the website. It contains 
full details of sponsorship 
and exhibitor opportunities. 

If you are not already on our 
marketing list, and would like 
a hard copy, please email: 
marketing@ccta.co.uk
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The new site includes:

• a fully responsive evolved design which works 
on desktop, laptop, tablet or smart phone

• a new five point entry system, tailoring the  
web journey to the user

• easier navigation, making it simpler to find  
what you are looking for

• print friendly forms and animated interaction  
on a host of new features.

What you need to know:

All membership products, services and 
discounts will only be accessible by logging 
into the member area. 

You will be sent a reminder of your login 
details shortly. 

Please note, record and forward these to 
anyone in your company who uses the site.

www.ccta.co.uk CCTA NEW
WEBSITE

We are pleased to announce that our new website will launch in July. Having analysed 
how you use the current site, we have moved forward with new understanding 

to produce a simplified, dynamic, no-nonsense experience.

If you have any pre-launch questions call us on +44 (0) 1274 714 959



D&D Leasing UK Ltd. is proud to announce it received final 
authorisation from the Financial Conduct Authority (FCA) in May 
2016. “FCA authorisation is something we take seriously and 
it shows our long term commitment to the SME sector” stated 
Managing Director K. Bill Dost. “We will continue to support the 
funding of small business wherever and whenever we can and 
this authorisation shows we are doing things correctly.”

D&D Leasing UK Ltd. is a London based equipment finance 
company offering leasing, hire purchase and professional loans  
to the SME sector, with an emphasis on the near prime and  
sub-prime sectors of the marketplace. 

www.danddleasing.com

CELEB 
RATE...
MEMBER AUTHORISATION
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We started the process a good few months before our deadline 
date, pulling the multitude of information together manually 
and filling in the application a bit at a time. Eventually we 
reached a point when we could do no more ourselves internally, 
and tasked in the company accountant to complete the process.

It then took us the guts of three day’s work for our manager, 
accountant and myself to complete all the sections required, 
sitting in front of a computer inputting all the collated 
information. As the managing director I had to produce a CV, 
the first one in 40 years. 

We heard nothing for months, then just before Christmas we 
got a request for another 45 questions to be answered by the 
9th of January. Not a lot of time over a retailer’s busiest period. 
Radio silence again, and then an email to say our authorisation 
was approved.

We are delighted to announce that Loans 2 Go Limited has been 
granted full authorisation from the Financial Conduct Authority 
(FCA) to carry on specified regulated activities as a lender. 
Following its merger with Log Book Loans in 2015, Loans 2 Go 
Limited became the largest Log Book lender in the UK.

Mr Matt Campbell, managing director said: “This is great news for 
our company and further affirms our commitment to delivering 
excellent customer service to all our customers”. 

Mr George Badejo-Adegbenga, director of legal, risk and 
compliance also said: “We are really pleased to be fully 
authorised by our regulator and will continue to put our 
customers at the heart of our business as we take our  
company to greater heights”.

Grameen in the UK, the first Grameen-style micro-lending 
initiative in Europe, is celebrating gaining approval for its full 
Consumer Credit Licence from the FCA.

The Grameen system, created by Nobel-Laureate Professor 
Muhammad Yunus, who is one of the best regarded social 
entrepreneurs in the world, has been used in 40 other 
countries to support entrepreneurship and alleviate poverty.

The Glasgow based venture was established in 2014 to bring 
services to the UK and offers small loans to new and existing 
businesses currently not served by any financial services. 

Kevin Cadman, chief executive said: ‘’The whole process of the 
application was very smooth. Working with the support 
of the CCTA, we maintained excellent communication with 
the FCA at every stage of the process with good guidance 
and feedback received throughout.’’

SOLUTION LOANS PROUD TO HAVE 
ACHIEVED FCA AUTHORISATION
Solution Loans, a trading style of Affiniti Digital Media Ltd, is 
proud to announce that the firm has received Financial Conduct 
Authority (FCA) authorisation to act as a credit broker.

Launched in 2005, Solution Loans is a technology-led finance 
broker which empowers people to identify the personal finance 
solution that best meets their needs. The business website, 
www.solution-loans.co.uk, includes detailed product information 
and tools that help people navigate to their preferred solution. 

The FCA authorisation process is a rigorous one which has taken 
over twelve months to complete. Having achieved this important 
goal, Solutions Loans is now well placed to continue to grow the 
business and deliver future customer needs.

NOUVEAU FINANCE LTD JOINS THE RANK OF FCA 
AUTHORISED FIRMS WITH PRINCIPLE STATUS.
The nail biting is over with confirmation of authorisation 
in March following a period of six months since the initial 
application was submitted.
“The work involved in gaining authorisation is substantial,” 
said Managing Director Neil Griffiths. “The overarching feeling 
is that our market place is substantially improved following the 
new regulator’s regime change. It’s been challenging for sure, 
but satisfying in equal measure to have emerged from the 
process with approval” he continued.
“The FCA is setting a high standard for all authorised firms, 
making us responsible and accountable in manner that will 
cause many firms to crumble and fall away.
“Nouveau Finance is a technology company operating in 
the finance space adding tangible value to customer loan 
applications. Authorisation confirms that we have the 
people, the processes and the commitment to operate under 
increased regulation.” 

AUTHORISED
MEMBERS

InstaGroup

Car Cash Point

Cabot Credit Management

Shelby Finance

WDP Finance

V5 Loans Ltd

AUTHORISED
MEMBERS

Accept Car Credit

Sandhurst Associates 

Bridge Debt Management

Wizzcash

Harris Finance

TFS Loans



pushing 
paper
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Is your business ready to go paperless?
Business is bombarded with billions of pieces of paper every day. 

Whether it’s dealing with customer applications, selling products or marketing goods, the 
sheer volume of paper, even in this digital age, is a major headache for many organisations.

Organisations beleaguered by high volumes of paper are increasingly turning to Information 
Content Management (ICM) software solutions to ensure that documents are stored rapidly, 
securely managed and quickly retrieved.

Converting paper documents to digital, particularly those containing sensitive information 
such as personal details, account numbers and commercially sensitive information, 
safeguards organisations.

The days of physically opening envelopes, removing staples, scanning and sorting incoming 
mail have long gone. ICM software captures all in-coming communication, irrespective of 
source or format (paper, spreadsheet, word, and scanned documents, SMS, emails etc.) and 
archives it in a secure single, digital depositary. Data is electronically routed to departments 
and individuals throughout the organisation, employees have instant access to important 
documents, resulting in a faster, efficient service and saving valuable man hours. 

ICM software offers instant search and retrieval capabilities, providing employees with 
24/7 access to a ‘single screen shot’ of client information. It safeguards organisations by 
recording the actions carried out by the people responsible for the document, providing a 
clear compliance trail for audit and regulatory purposes.

Paper- v- digital?

INCREASES PRODUCTIVITY AND SAVES MONEY
It’s easy to lose paper in a busy working environment. Letters piled high in in-trays, 
documents waiting to be filed away, sensitive customer information left lying around on 
desks, exposed to prying eyes and vulnerable to crimes such as identify fraud and bribery. 
ICM software eliminates the need for files to be stored on site, freeing up ‘dead space’.

ENSURES COMPLIANCE
Securely archiving paper based documents for audit and regulatory inspection is a major 
challenge. Even the best run companies are vulnerable to human error. Paper is often 
misfiled, information is difficult to locate, and it is impossible to identify who has worked on 
a document.

The Financial Conduct Authority states that firms must arrange for orderly records to be kept 
of its business and internal organisations, including all services and transactions undertaken 
by it, which must be sufficient to enable the regulator to monitor the firm’s compliance.

All too often organisations’ struggling with a paper mountain and identifying relevant 
documents, keep personal data forever, putting them at risk of hefty fines.

Keeping track of missing and expired document records, such as ‘Know Your Customer’ and 
‘Anti-Money Laundering’ is another daunting task for companies relying on manual methods 
to file away paper documents. 

ICM software allows archiving of information in accordance with Information Security 
Standards (ISO27001), providing a clear trail for audit and regulatory purposes. It should 
also allow automatic retention schedules to be set, ensuring certain records such as personal 
data is deleted when it is no longer legally required, meeting both compliance and data 
record requirements.

ENHANCES CUSTOMER SATISFACTION
At a time when doing the right thing for customers is a key priority for British business, swift 
access to customer data is a critical to maintaining the competitive edge.

Keeping customer documentation safe and accessible is crucial to proving that customers 
have been treated fairly in the event of a dispute or audit.

ICM software can provide employees with a single view of a customer, providing instant 
access to key information, ensuring queries are dealt with quickly and efficiently. 

PROTECTS AGAINST DISASTER
Disasters can strike at any moment, flood, fire, acts of terrorism. Losing vital documents in 
the event of a calamity, could lead to disruption of all or part of business operations, as well 
legal fees for failing to deliver to contractors and customers.

ICM software protects the resilience of a company against the legal and regulatory 
consequences of a company’s headquarters, server or infrastructure becoming damaged or 
destroyed, safeguarding the interests of stakeholders, reputation and brand.

A BETTER ENVIRONMENT
Experts say that cutting office paper use by just 10% would eliminate 1.6 million tons of 
greenhouse gasses, the equivalent to taking 28,000 cars off the road in one year.

But adopting a paperless office, makes good business sense too. Reducing paper 
consumption significantly boosts productivity, eliminates risk and ensures a successful and 
profitable business.

Pendle Jackson 
Business Development Manager, Hitec

MEMBER ONLY

TOGETHER
STRONGER
CCTA CONFERENCE 2016 

PRICES 
2 November day one conference £210  £260 
2 November buffet dinner & drinks reception £90 £112 
3 November day two conference £210 £260 
3 November gala dinner & champagne £145 £180 

ACCOMMODATION 
standard double room, per night £120 £120

PACKAGES
day one package 10% saving £378  £443 
2 Nov conference, buffet dinner & accommodation  
day two package 10% saving  £428 £504 
3 Nov conference, gala dinner & accommodation  
full event package 15% saving  £761 £894 
2/3 Nov conferences, dinners & accommodation 

NOTE: all prices excluding VAT

NON-MEMBER

MEMBER

NOTTINGHAM 
BELFRY HOTEL 

2 & 3 NOVEMBER
to book online visit www.ccta.co.uk 

pay by credit card, BACS or cheque.

need help? 
email: events@ccta.co.uk 

call: +44 (0) 1274 714959

SPONSOR 
AND EXHIBITOR 

OPPORTUNITIES
full details of all available opportunities 

can be found at www.ccta.co.uk

for further information, 
please email:marketing@ccta.co.uk 

or call our office on: 
+ 44 (0)1274 714 959

In 2015 the first part of our ‘Embracing Change’ 
trilogy, was based around the work and the 
vision required in ‘Making the FCA Cut’.  
We explored the impact of the change in 
regulator, and the potential retrospective  
danger to the industry.
Sadly since then, we have seen a number of 
small firms and good association friends exit 
the arena. Many of these were true community 
lenders, providing a variety of consumer credit 
products to satisfied customers. 
The new FCA landscape has required a radical 
rethink of both purpose and the direction. 

The possibility of the centralisation of the 
banking and finance house associations with 
one secretariat, is very real. More than ever, we 
need a collective consumer credit voice.
Our 2016 ‘Stronger Together’ conference will 
focus on the unification of a bruised industry.  
We will address delivery of the fair, proportionate 
and appropriate regulation we were promised 
in 2012. 
The world in which we now work, is not only 
smaller, but a completely different proposition. 
Now is the time to come together and embrace  
a vision of growth. 
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Crucially, these were agreements offered to  
non-consumers and, therefore, the Unfair Contract 
Terms Regulations/Consumer Rights Act protections  
on unfair terms did not apply.
The facility had been sold as a ‘tracker’ product and 
its interest rate was set by reference to a margin over 
the Bank of England (BoE) base rate, and described as 
‘variable’. The mortgage conditions contained a power to 
vary the interest rate for reasons set out in the agreement. 
Due to the low level of the base rate, West Brom exercised 
this power. This was challenged by borrowers. 
The facility was offered over a 25 year term. West Brom 
had a wide discretionary power to terminate the facility on 
giving one month’s notice. This right was in addition to its 
right to terminate for breach of contract. West Brom had 
not terminated, but wanted to be able to do so. 
The court came to the view that both of these clauses 
could not be relied upon. Had either of these clauses been 
included in a consumer contract, they would have almost 
certainly failed an unfair terms test. This finding was in a 
non-consumer contract and was made without recourse 
to unfair terms legislation. 
The court found the terms to be invalid on the basis of the 
law relating to inconsistencies in contract terms. The court 
found that it was necessary to work out the main purpose 
of the contract. Once determined, it is necessary to ask 
whether a term cannot ‘fairly’ or ‘sensibly’ be read together 
with that purpose. If it cannot, then it will be an inconsistent 
term and read out of the agreement as a matter of 
contract construction. 

This was said to be a tracker facility available for 25 years. 
The court examined what the offer would have said if 
the small print had been incorporated in it and found the 
offer would have provided for a 25 year loan, at a rate of 
interest that tracked the BoE base rate, but that could be 
varied to any term and any interest rate. A deal such as 
this would have raised question marks for any customer 
looking to enter into the facility. Small print, therefore, that 
alters the deal a customer thinks they are getting will be 
considered inconsistent. 
The line is uncertain as to when a term which impacts the 
service being offered will be regarded as inconsistent. The 
vast majority of small print contained in the detailed terms 
and conditions have the effect of limiting in some way the 
rights or services that would otherwise be offered. A right 
to early terminate on notice is not an uncommon term.
The key seems to be transparency. The more you frame 
the service within the context of the service limitations 
up front, the more likely those terms will be considered 
consistent and enforceable. 
This test is very similar to an unfair contract terms test and, 
in particular, the recent line of EU case law on variation 
clauses, which requires the customer to understand the 
economic consequences of a variation and when it might 
happen. 
This case establishes that non-consumer contracts are 
subject to an assessment which is very similar to the 
fairness test emerging under EU case law. This case could 
also be of assistance in understanding how some of the 
EU case law could play into financial services contracts. 

Mandie Hulme 
Partner, Head of Financial Regulation

Addleshaw Goddard

On 8 June, the Court of Appeal handed down judgment in Alexander v West Bromwich Mortgage 
Company Ltd. This case concerned buy to let mortgages.

Inconsistency and fairness in contract terms

LEGAL | NEWS

Joanne Davis
Head of Asset & 

Consumer Finance,
Locke Lord UK LLP
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Q&A

I run a hire and leasing business and wondered if you could tell 
me about the new lease accounting changes?
The International Accounting Standards Board (IASB) issued its 
new leasing standard, IFRS 16, earlier this year. The standard 
sets out the principles for the recognition, measurement, 
presentation and disclosure of leases for both lessee and lessor. 

Will it affect me?
Although the new standard could affect all those involved in 
the leasing industry, it is lessees that are likely to see the most 
significant changes.

When does it come into force?
IFRS 16 is effective from 1 January 2019. A company can 
choose to apply IFRS 16 before that date but only if it also 
applies IFRS 15 Revenue from Contracts with Customers.

What does this mean in practice?
The new standard requires lessees to assess whether a 
contract is, or contains, a lease. Where a lease is identified it 
must be recognised on the lessee’s balance sheet. Whether a 
contract is, or contains, a lease will be a question of whether the 
contract conveys the right to control use of an asset for a period 
of time in exchange for consideration. 

A lessee will not control use of an asset if the lessor has a 
substantive right to substitute the asset for an alternative 
during the term of the lease, which may lead to some lessees 
requesting terms that require or allow lessors to substitute 
assets to prevent the contract being considered a lease. 
The lessee can elect not to apply the new standard and keep 
leases off the balance sheet if firstly, the lease is for 12 months 
or less, or secondly, where ‘low value items’ are leased. IFRS 
16 does not define ‘low value’, but does refer to assets with 
a value of $5,000USD or less when new in formulating its 
conclusions. In practical terms this could lead to some lessees 
leasing many items of low value in aggregate, such as IT 
systems and could also lead to lessees increasingly asking 
lessors for short-term leases of 12 months or less. 

Are there any other potential ramifications?
Balance sheet liabilities will increase significantly under the new 
rules so lessees will need to assess how this may affect existing 
debt covenants. Lessors may find that their clients inadvertently 
breach the levels of debt and debt-ratios they contracted on.
Lessees will also face data challenges that may result in lessors 
being asked for considerably greater amounts of information  
to ensure lessees account for the asset suitably on their  
balances sheet.
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David Wood
Partner, Litigation Asset Finance and 

Consumer Credit Regulation
DWF

On 13 August 2015, the Competition and Markets 
Authority (CMA) Payday Lending Market Investigation 
Order 2015 (the Order) became effective. The Order 
applies to a payday loan if it is unsecured, has an APR of 
100% or more, runs for 12 months or less, is for less 
than £1,000.

The Order distinguishes On-Line Lenders (OLLs) from 
high street lenders. The main effects of the order are:

• all OLLs will have to publish details of their loans on an 
FCA authorised price comparison website (PCW) and 
notify the CMA of which PCWs they use

• the FCA will provide a PCW portal for consumers
• OLLs must provide a link to at least one PCW and/or 

the portal
• from 13th August 2016, no Pay Day Lender (PDL) can 

provide payday loans unless customers are provided 
with a summary of the cost of borrowing (SCB).

Before ‘a’ to ‘c’ above can apply, further work is required 
in relation to PCWs and the portal, with the FCA only 
recently publishing its final rules for PCWs. The SCB must 
be provided on settlement of a payday loan, following 
default or forbearance on closure of an account or if not 
closed, three months later.

More details about the SCB are contained in the Order.

At a date yet to be confirmed, the SCB will also need to 
include details of any PCW on which the PDL’s loans are 
listed or the FCA Portal web address, or where no such 
portal exists, the web address of an FCA-authorised 
payday loan PCW. 

Since 13th August 2015 all PDLs should have been 
submitting quarterly compliance reports to the CMA. 

The CMA has powers to require lenders to take, or refrain 
from taking, such actions as may be specified or described 
to ensure compliance with the Order. Lenders must 
provide any information and documents to the CMA to 
enable it to monitor the carrying out of the Order and/or 
review its effectiveness, and as may be required, to attend 
and provide such information to the CMA in person. 

OLLs should be reviewing their position regarding 
PCWs and monitoring developments with the FCA’s 
work relating to the Portal and PCW authorisation. All 
PDLs should be preparing for their SCBs and submitting 
Compliance Reports. 

Pay Day Lenders – are you complying? New lease accounting changes



The review highlights themes where the sector can 
do better, and this article focuses on points where the 
regulator considers the actions of some organisations  
are falling short.

Themes for the credit industry
Just over half of the most complained about activities 
in our sector related to sales and advice followed by 
complaints about administration shortcomings. This 
suggests that customers are more concerned about 
service and delivery issues rather than the cost of credit.
How firms address customers in financial difficulty is a 
prominent theme of the review. FOS is of the view that 
cases of financial difficulties would be less stressful 
and better outcomes would be achieved if firms and 
customers have open, honest conversations at an early 
stage. They also report that firms have a tendency to 
focus on one debt rather their customers’ circumstances 
as a whole. 
The past year has seen the range and nature of financial 
scams evolve, frequently with customers being tricked 
into thinking that they were dealing with their bank or 
lender. FOS is keen to see firms do more to warn their 
customers about the risks of scams and how they can 
protect themselves.

For mainstream asset finance firms the review appears 
quite positive, although the review does refer in 
particular to solar panels, cars and timeshare as areas 
which received their attention. The review expresses 
some disappointment at debt recovery processes and 
the activities of debt management companies. It also 
remarked that some credit card companies are falling 
short in the way that they handle section 75 claims. 
A final theme worth highlighting concerns the taking 
of personal guarantees. FOS found in many cases the 
funder hadn’t ensured that the guarantor knew what they 
were agreeing to and that, in particular, the guarantor 
would be completely responsible for repaying the debt  
if the customer failed to do so.

Treating customers fairly
It is clear from the review that FOS sees Treating 
Customers Fairly (TFC) as the goal that all firms should 
strive for. The review says on this: “There’s no set formula 
for fairness. Everyday life doesn’t follow set rules, so 
problem solving requires flexibility and pragmatism. 
And for our answers to feel fair, we need to show 
we’ve understood what really matters to the individual 
involved.” The message is that TCF will go a long way to 
demonstrating to the regulator that a firm is a reputable 
funder which is looking to do the best for its customers.

Under CONC 7.3.4R a firm must treat customers in 
default or in arrears difficulties with forbearance and  
due consideration. This is a rule that we have all become 
very familiar with, but how does it potentially mis-fire  
in practice? 
The examples in CONC setting out how a firm might 
demonstrate compliance with this rule set up an analysis 
that appears to look at what the firm is doing in the 
context of a customer in arrears. What about the situation 
where a customer is not providing the full picture, not 
deliberately, but on the basis that they just don’t think the 
information is material or the information is sensitive? 
How much will assumption by the firm’s member of staff 
dealing with that customer play a role?
Assumption plays a part in all of our lives, and it must then 
also play a role in arrears. Take for example, a customer 
who is employed by a bank and has fallen in to arrears. 
He is married with two children of school age, and he tells 
you that they are several years off going to university. 
His wife works as a teaching assistant and her salary 
helps to support the household. You assess his income 
and expenditure and something just does not make 
sense, his income seems off. He says that his ‘available 

disposable income’ is accurately presented and he has 
mismanaged his affairs. Do you make an assumption 
that, he is spending his disposable income irresponsibly 
when viewed against his liabilities? If you make this 
assumption, will you reject his payment plan and try for  
a higher payment? How far do you go in the effort to get 
to the reality of this man’s financial world? 
Assumption may be leading you to conclude that you 
have everything you need to make a decision about this 
man. However, it transpires that he has to provide child 
support relating to an earlier relationship and he does not 
want his wife to know. This explains the discrepancy in 
stated disposable income. 
How far does assumption stop us from actively listening 
to a customer? A firm should be able to develop probing 
questions with customers. If a firm can seek out and 
suspend assumptions, and create an environment 
where the customer feels comfortable to share their 
circumstances fully, then this might enhance the quality 
of the information received. If we can start building more 
information about the customer’s true circumstances, 
then we can start moving more deeply and accurately 
towards ‘due consideration’. 

Philip Alton 
Partner 

Gately LLP

Paula Swain 
Partner, Recoveries Services Group

 Shoosmiths

Noreen Husain 
Regulatory Director

Eversheds Consulting

The review makes interesting reading and the consumer credit sector can take many positives from it. 

How does it potentialy mis-fire in practice?

The Financial Ombudsman Service (FOS) published its annual review

The Power of Assumption
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The Financial Conduct Authority’s Regulatory Business Plan for 2016/17 sets out the key priorities 
for the FCA over the coming months.

FCA Supervisory Trends 2016/17

LEGAL | NEWS

Currently, the FCA is working on two thematic reviews 
(early arrears in secured lending and incentives), and the 
output of these reviews is expected in Q3 of 2016. 
It is not too difficult to predict where the FCA will focus, 
and given the number of credit firms now under their 
remit we should all be cognisant of the fact that FCA will 
adapt a more arm’s length supervision regime via the use 
of data requests and ‘Dear CEO’ letters, together with 
the pre-planned thematic and reactive investigations 
based on market intelligence. So, in my view the areas to 
consider as potential areas of supervisory focus are:

Culture
The FCA is concerned that unless firms’ culture and 
behaviours change, the way in which the markets 
function will not change. It is reasonable to expect that 
the FCA will seek to assess the culture displayed within 
the credit sector early in the entry of this market to 
the FCA ‘stable’. Therefore, it is imperative that firms 
think how their culture of business can be defined, and 
whether it holds true to the firm’s value or mission 
statements.

Third Parties
Over the past few years the FCA’s supervisory activity 
in relation to the use and engagement of third party 

firms has increased, and I can envisage this being carried 
over to the credit sector. When using a third party, a 
firm must have appropriate monitoring and control over 
the activities of third parties as they relate to the firm’s 
customers.

Vulnerability
Since the publication of Occasional Paper 8 (Customer 
Vulnerability) in February 2015 and the subsequent 
publication of Discussion Paper 16/1 (“geing Population 
and Financial Services) in February 2016, it is clear that 
vulnerability will be a supervisory trend. It is reasonable 
to predict that the FCA will seek to gain information from 
the market in terms of how customer vulnerability is 
being managed and how vulnerable customers are being 
treated by firms, both pre and post-sale.

Value of Products and Services
It can be reasonably predicted that supervisory focus will 
naturally lead to the assessment of the value of products 
and services to customers. Product governance is pivotal 
in this regard, and so firms would be wise to review their 
offering and assess, where possible, the value that is 
derived by customers. 
The time is right to ‘take stock’ and seek to internally 
assess your firm’s response to the FCA’s key focus areas.

Section 75 of the Consumer Credit Act 1974 (CCA) 
imposes liability on a creditor for breaches by a supplier. 
Whilst Section 75 extends to the traditional debtor, 
creditor, supplier agreements, it will also apply to the four 
party structured agreement where there is a merchant 
acquirer and there is no direct contractual link between 
the credit card issuer and the supplier.

Section 75 of the CCA provides the debtor with a ‘like 
claim’ against the creditor. This means any claim that 
the debtor would have against the supplier, for breach of 
contract or misrepresentation, he will also have against 
the creditor but what about claims for non-monetary 
remedies such as rescission and specific performance?

The question of rescission causes more difficulty. If the 
debtor rescinds the supply contract, do they have a ‘like 
claim’ which allows him to rescind the credit agreement? 
This question was dealt with in Durkin v DSG Retail Ltd 
[2014] UKSC 21, where it was held that section 75 of 
the CCA did not provide the debtor with a right to rescind 
the credit agreement, but a term was implied into the 
credit agreement that it was conditional on the survival of 
the supply agreement. Accordingly, while the debtor did 

not have the right to rescind the credit agreement under 
section 75, they did have the right to rescind the credit 
agreement as he had rescinded the supply agreement.

While the debtor may pursue the creditor without first 
pursuing the supplier, the creditor does have a right of 
indemnity against the supplier (section 75(2), CCA). To 
claim on the indemnity, the creditor must show that he is 
liable to the debtor and has suffered a loss in satisfying 
that liability. To satisfy the conditions and claim under the 
indemnity, the creditor does not need judgment against it 
and the creditor does not need to have added the supplier 
into proceedings. However, creditors should exercise care 
when settling claims pre-litigation or continuing litigation 
without the involvement (either formally or informally) of 
the supplier as, after settlement or judgment, the supplier 
may dispute the creditor’s liability to the debtor and 
challenge the creditor’s right to an indemnity.

Section 75(2) of the CCA obviously provides the creditor 
with important protection but, in many cases, the reason 
for the debtor using their rights under section 75 is that 
the supplier is not solvent, which renders the section 
75(2) right to indemnity rather toothless.

Stephen Cowan
Managing Partner 

Yuill + Kyle Solicitors

A right of indemnity?

Connected lender liability under the consumer credit act
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Electronic Bank Statements! New Era of Credit Referencing?
Newly authorised lenders are embracing electronic bank statements and it could give them the 
edge! The key expectations of credit providers by the Financial Conduct Authority (FCA) seems to 
be, confirm affordability, lend responsibly, oh..! and confirm affordability.

It is no longer acceptable to simply ask the client to declare that they could afford the loan, 
instead the lender must obtain accurate, up to date evidence to support affordability.

But whilst there are a myriad of good affordability tools, none seem to offer a perfect solution to 
the major challenge faced by lenders: “Are my affordability checks robust enough to satisfy  
an FCA audit, ensuring I am lending responsibly?”

Paper based documents are an option, but can be a resource intensive and costly process, 
especially when competing against fully automated lenders funding within minutes.

Systems are currently in ever wider use delivering real-time bank statement data to lenders 
when authorised by the customer. The methods are varied asking the borrower to download an 
app or the lender to log into a portal to send manual agent driven requests. Others, BankVision 
for example offer a fully automated route allowing the customer journey to be un-interrupted. 
Seeing 90 days+ of unadulterated bank statements containing salary credits, loan credits, 
debits and other general expenditure, along with reviewing the customer’s credit file, surely 
is a bullet-proof way to assess affordability? 

BETTER THAN REAL PAPER BANK STATEMENTS, THIS APPROACH:
• eradicates the risk of fraudulent bank statements
• offers powerful affordability and income verification
• offers accurate identity and bank account verification reducing fraud
• matches the customer debit card to the bank account
• red flags gambling losses etc
• reviews overdraft limits, breaches, pay dates, benefits, Direct Debit and standing orders.

There are challenges to lending in todays market, and real-time bank data addresses many 
of them, so lenders can adjust loans to suit the applicant’s situation. The best solutions, of 
permission-based access to transaction information, offer added degrees of categorisation 
which aids automated decisioning and it is imperative, given the sensitivity of the data that 
banking level encryption and security are at their core. Lender’s fundamentally want to grant 
loans, these ground breaking products will eliminate the need to turn away customers with 
thin CRA files, customers who do not have the correct documentation or do not pass the 
first affordability checks. Consumers benefit by increasing their access to credit, and lenders 
benefit by being able to make informed credit risk decisions automatically. Now that the FCA 
has jurisdiction over all credit sectors it is clear to see why more of them are using automated 
statement data. Most recently the mortgage market is turning to this emerging technology. New 
mortgage market review rules that came into force on the 1st June mean that to underwrite a 
mortgage correctly it will be essential to gain access to clean and recent 90-day bank statement 
data, aimed at ensuring that borrowers are not offered loans they cannot afford.

WHAT DOES THE FUTURE HOLD FOR ELECTRONIC BANK STATEMENTS?
Consumers can provide read-only and secure access to their bank accounts within seconds. 
Providers with speedy and intuitive on-boarding processes work to minimise abandonment and 
enable a seamless user experience, however there are challenges:

• ensuring the process is simple for the consumer and works well on a range of devices from 
desktops, to tablets and mobiles 

• the ‘screen-scraping’ process must ensure it closely reflects the changing methods used by 
each bank and quickly detects issues when banks change their process

• the small but persistent confidence issue from the consumer, for those who are naturally wary 
of entering their banking security details online. Therefore it is important that the consumer is 
given the correct journey and confidence that the process is appropriate and secure. 

These challenges are expected to be largely resolved when the banks launch the much 
anticipated API process under the Open Banking Project, due to be made available in early 2017. 
The open banking method will allow vetted and authorised providers to make the consumer 
journey even more efficient, and will be directly supported and approved by the banks themselves 
using a verification process similar to 3D-Secure. At the request of HM Treasury the OWBG 
have formed the framework for the open banking standard by consulting with fintech, data and 
banking communities and have committed to ensuring that the open standard is: “Developed 
and maintained collaboratively and transparently, and can be accessed by anyone to use”.

Quote from the Economic Secretary to the Treasury, Harriett Baldwin MP:

 “At Budget we committed to delivering an open API standard in UK banking, which will help to 
drive more competition and innovation in banking for the benefit of consumers.

“This is an important milestone in the journey towards a better, more open banking sector that 
works more effectively for consumers.” 

The major credit referencing companies will look to use statement data in conjunction with 
traditional CRA data, adding depth and velocity to their scores and current data. As the regulatory 
environment for all spheres of lending continues to evolve, we think it’s vital that lenders have 
access to real-time data to make better lending decisioning, especially on affordability and 
expenditure. My suggestion…. Be an early adopter and don’t be left behind!

Claire Januszczak 
Partnership Manager, Lending Metrics

Anchor Computer Systems, 1 Chestnut Court, Parc Menai, 
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk

Our experience and knowledge of the
instalment credit market means that our
Sentinel system is capable of handling a
multitude of different loan agreement
types as standard.

This flexibility is at its core assisting you to
drive your lending business forward
through the changes required by the FCA.

The adaptability means that it provides an
end-to-end solution with web services
enabling applications from customers, lead
generators, brokers and affiliates and a
back office function taking your customer
from their initial application and
underwriting through payment collections
and arrears management to settlement.

It is already the system of choice for over
200 companies. Why not call us to see why
these companies chose Sentinel.

For further information on
how Sentinel can help your
business contact:

Mike O’Sullivan 01248 672940
07854 955070

Alternatively email
enquiry@anchor.co.uk

Can your Loan Management System
take your customers on a journey
Payday Loan • Instalment Loan
Guarantor Loan • Secured Loan



Regulatory Strategies  
and Exco In Touch

Asset Finance team 
completes 4,000th deal
18 May 2016 – Hampshire Trust Bank’s Asset Finance division 
has completed over 4,000 deals since it began operating two 
years ago.

While there has been a significant increase in new and used 
light commercial vehicles and car transactions following the 
introduction of the new 16 plate in March, the Asset Finance 
team has also seen an uplift in medical, office and computer 
equipment business. 

Chris Welch, managing director of asset finance at Hampshire 
Trust Bank, said: “This is a significant milestone for Hampshire 
Trust Bank and puts us in a strong position for future growth. 
While we anticipated an uplift in activity following the 
introduction of the new registration plate, it’s encouraging that 
the growth is ahead of plan and has been achieved across a 
number of asset classes.

Equifax opens Leeds officeHampshire Trust Bank 
new appointment 

19 April 2016 - Exco InTouch, the leading provider of patient 
engagement and data capture solutions for clinical research and 
healthcare providers, announced the formation of a strategic 
partnership with Regulatory Strategies, experts in data protection 
and compliance. 

This initiative is in response to upcoming reforms that are designed 
to further strengthen the data protection policies, procedures, 
systems and controls of UK and other European organizations.

Equifax Inc. has opened a new office in Leeds at 6 Wellington 
Place, underscoring its continued growth in the UK. Having 
successfully relocated from Bradford, around 200 staff will 
benefit from a contemporary flexible working environment. 
The new site offers first class technology infrastructure 
coupled with a wide range of environmentally friendly facilities 
including a garden area, a green roof and cycle parking bays. 
The teams based in Wellington Place include those responsible 
for providing business analytics, insights and services for clients 
across the UK, as well as central functions such as IT, human 
resources and finance.

John Hartman, president – international, Equifax Inc., said:  
“As the UK’s second largest centre for financial services, Leeds 
offers the perfect new home for the team as we continue 
to invest and expand in the UK. The larger office gives us the 
flexibility to build on our strong talent pool across technology, 
data and analytics.”

Hampshire Trust Bank, the specialist challenger bank, has 
announced the appointment of Cliff Fearon as business 
development manager in its asset finance team.

Cliff, who is based in Sheffield, will focus on building the bank’s 
broker network in the north east of England and Scotland.

Cliff, who has more than 18 years’ asset finance experience, 
has worked for Bank of Scotland, GE Capital UK and was Head 
of sales at P&A for the UK team.

Talking about why he joined Hampshire Trust Bank, Cliff said: 
“Asset finance introducers are looking for speed and service 
and Hampshire Trust Bank is focused on delivering both.”
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loanDepot and 
Avant partnership 
loanDepot announced it has formed a new partnership with Avant 
as a way to expand credit options for borrowers nationwide.

The online lender revealed that it has teamed up with Avant 
through an API integration to offer borrowers access to credit 
products that match their financial needs. Speaking about the 
partnership, loanDepot, LLC CEO and Chairman, Anthony Hsieh, 
stated: “Through this partnership with Avant, we will be better 
positioned to help consumers who are traditionally outside our 
core borrower base to access credit.”

Al Goldstein, CEO of Avant added: “loanDepot has a proven track 
record of excellence and is a leader within the lending industry. 
This strategic partnership aligns Avant’s in-house technology 
platform with complementary financial institutions in the bank and 
nonbank space and confirms Avant’s commitment of extending 
responsible access to credit.”

Nostrum Group Red Herring 
Top 100 Europe Awards 
Nostrum Group has been revealed as a winner in the Red Herring 
Top 100 Europe award, a prestigious list honoring the year’s 
most promising European private technology ventures.

The Red Herring editorial team selected the most innovative 
companies from a pool of hundreds from across Europe.  
The nominees are evaluated on 20 main quantitative and 
qualitative criterion, they include: disruptive impact, market 
footprint, proof of concept, financial performance, technology 
innovation, social value, quality of management, execution of 
strategy, and integration into their respective industries.

During the months leading up to the announcement, Red Herring 
reviewed over 1200 companies in the telecommunications, 
security, cloud, software, hardware, biotech, mobile and other 
industries completed their submissions to qualify for the award.

The UK’s first listed law firm 
Last year, Gateley Plc made history by becoming the first UK 
commercial law firm to be admitted to the AIM market of 
the London Stock Exchange. The listing valued the firm at 
£100 million and helped to provide differentiation in a highly 
competitive market. 

Since then, the firm has continued to grow, announcing 
revenue of £29.6 million, up 10.9%, at the half-year stage. 
Consistent financial performance, a strong deal flow, new 
clients and lateral hires have all contributed to Gateley Plc’s 
continued success.

The firm also opened a Reading office, adding another key 
region to its network. With seven English offices, Gateley Plc 
operates in Birmingham, Leeds, Leicester, London, Manchester, 
Nottingham and Reading.

Gateley acquires tax 
incentives advisory business 
Earlier this year Gateley (Holdings) Plc acquired Capitus, a UK 
tax incentives advisory business. Capitus, now called Gateley 
Capitus, is the first acquisition made by Gateley since its 
admission to AIM in June 2015.

CEO Michael Ward said: “Gateley Capitus is a recognised and 
highly respected tax incentives advisory business and I am 
particularly excited by the additional expertise and cross  
referral opportunities the business will bring to the group.”

“In the capital allowances market, press sources have estimated 
that there are in the region of £96 billion of unclaimed 
allowances in the UK, illustrating the scale of this allowance 
alone. It is a core market where Gateley Capitus has combined 
accumulated skills from two highly complementary disciplines, 
surveying and tax, to enable it to offer a specialist service.” 

Restons Solicitors Limited assists a number of 
market leaders in the Debt Purchase, Finance 
and Utility sectors with both secured and  
unsecured collections.

Our fundamental understanding of  
commercial, reputational and compliance 
issues, together with a focused, proprietary 
interest in our clients’ receivables means 
that we continue to excel in terms 
of client satisfaction, recoveries and  
complaint avoidance.

To find out more about how our expertise 
can help you, contact Nigel Coe on  
01925 661602 or npc@restons.co.uk or go 
to www.restons.co.uk

Balancing risk with  
collections



   TOTAL MARKET APRIL   YEAR TO DATE
CATEGORY  NEW USED TOTAL NEW USED TOTAL
PASSENGER CAR 2016 323950 316561 640511 1211076 1110744 2321820 
 2015 302873 262127 565000 1122385 985490 2107875 

 % Change 6.96 20.77 13.36 7.90 12.71 10.15 

LIGHT COMMERCIAL VEHICLE  2016 19953 17271 37224 67311 59681 126992 
 2015 17959 12715 30674 63786 50899 114685 
  % Change 11.10 35.83 21.35 5.53 17.25 10.73 

HEAVY COMMERCIAL VEHICLE +3500 2016 3134 1876 5010 11933 6602 18535 
 2015 2759 1681 4440 10242 6918 17160 
  % Change 13.59 11.60 12.84 16.51 4.57- 8.01 

COACH  2016 407 273 680 1010 1339 2349 
 2015  216 351 567 732 1300 2032 
  % Change 88.43 22.22- 19.93 37.98 3.00 15.60

MOTORCYCLE  2016 6451 3479 9930 21147 11541 32688 
 2015 6020 3305 9325 18423 10951 29374 
  % Change 7.16 5.26 6.49 14.79 5.39 11.28 

MOTOR CARAVAN  2016 209 532 741 679 1661 2340 
 2015 229 496 725 707 1672 2379 
  % Change 8.73- 7.26 2.21 3.96- 0.66- 1.64- 

TOURING CARAVAN  2016 1537 2397 3934 4950 7751 12701 
 2015 1346 2590 3936 4006 7779 11785 
  % Change 14.19 7.45- 0.05-  23.56 0.36-  7.77

STATIC CARAVAN 2016 58 81 139 339 294 633 
 2015 87 51 138 345 183 528 
  % Change 33.33- 58.82 0.72 1.74- 60.66 19.89 

AGRICULTURAL TRACTOR  2016 552 559 1111 2095 2066 4161 
                                      2015 626 573 1199 1924 1870 3794 
  % Change 11.82- 2.44- 7.34- 8.89 10.48 9.67

MISCELLANEOUS  2016 30332 11785 42117 95216 37552 132768 
                                       2015 18847 7967 26814 66595 34165 100760 
  % Change 60.94 47.92 57.07 42.98 9.91 31.77 

GRAND TOTAL  2016 386583 354814 741397 1415756 1239231 2654987 
                                       2015 350962 291856 642818 1289145 1101227 2390372 
                                   % CHANGE 10.15 21.57 15.34 9.82 12.53 11.07
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 UTILITIES
                  &TELECOMS
CONFERENCE

100%

100%

TO BOOK
Call 020 7940 4835
Visit utilitiesandtelecomsconference.co.uk

@Credit_Strategy / #utconf

The Credit Club

Head of Billing Revenue and collections, Northern Ireland Water

         It’s a great way to network 
with peers, to see what others are 
doing and learn from them. You get 
a sense of ‘it’s not just my company 
then’ as we all are faced with similar 
problems.

Head of Credit and Collections, Creditsafe Business Solutions

         Well worth the day and 
very informative.

said they would attend 
the 2016 conference

said the quality of the 
programme exceeded 
their expectations

View the full agenda online

utilitiesandtelecomsconference.co.uk/agenda

Bringing together energy, water and 
telecoms professionals, the UK’s only 
conference for this sector provides the 
best platform to debate the current 
issues and discuss where the industry 
is going.

Key agenda topics include:
�  Vulnerability and customer 

treatment: Barclays Bank, British 
Gas, First Utility and Northumbrian 
Water

�  The Open Water Market: Southern 
Water, Ofwat

�  Occupier debt in energy and water: 
Thames Water, RWE nPower

�  DCA Panel Management: Tesco 
Mobile, EE, Extra Energy and 
            Severn Trent Water

Book before 2 Sept to 

SAVE £50
PLUS as a CCTA reader you 

RECIEVE A 
FURTHER 10% OFF

Quote ‘CCTA’ when booking
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Despite some evidence of subdued retail sales in March 
and April1 and a slowdown in the rate of economic growth 
in the first quarter of 20162, payment card spending 
recorded the strongest monthly growth in thirteen 
months. Total value spent on cards increased by 0.9% 
to £53.0 billion, £0.5 billion above the level recorded 
in March. Spending online amounted to £12.6 billion, 
representing 24% of total card expenditure, up from 
22% a year ago.
The number of purchases also increased, up by 0.9% 
on March, reaching a monthly total of just under 1.2 
billion. The main contributors to the growth in the number 
of transactions have been the ongoing migration of 
cash payments to cards, reinforced by increased use of 
contactless cards3. The number of contactless payments 
rose to 188 million in April, accounting for 16% of total 
card purchases, up from 6% twelve months ago.
Growth in card spending continued to decelerate, growing 
by 6.2% – the lowest annual rate since September 
2013. This subdued growth could, in part stem from 
uncertainty in the general economic climate followed by 
a decline in consumer confidence that fell below zero for 
the first time in fifteen months4. Other factors include 
continuously low annual inflation, recording a decrease for 
the first time since September 20155, alongside further 
reductions in clothing and food prices6.
The annual growth in the service sector (+8.9%) 
continued to exceed that in retail sales (+3.2%), 
reflecting changing consumer behaviour, shifting from 
spending on goods to leisure such as entertainment 
(+10%) and hotels (+9%). Automotive fuels remained 
the only sub-sector recording a decline, falling by 6.4% 
over a year.
The annual growth rate of the number of purchases 
(+11%) continued to outstrip that of amount spent, 
driven by a robust rise in purchases made online (+22%) 
and contactless (+212%) over the last twelve months.

The average transaction value (ATV) on all payment cards 
remained broadly unchanged between March and
April, rising by 1p to £44.36, well below the level of 
£47.20 a year ago. The ATV for debit cards picked up by 
7p to £41.10, while the ATV for credit cards fell by 20p 
to £55.29. The ATV on all cards via the online channel
amounted to £86.40, down from £87.27 in March, 
and compares to £95.26 a year ago. In contrast, the ATV 
on contactless cards increased to £8.42, up by £1.50 
on April 2015.
Within the sectors, the retail sales ATV declined by 1p to 
£31.27, while the ATV for services fell to £69.31, after 
decreasing by 19p. The largest decrease was registered 
in financial services, which recorded an ATV fall of 90p, 
while the other services sub-sector registered the largest 
increase, growing by £1.40 during the month.
Despite the slight uptick in overall ATV, there has been 
a persistent decline in ATVs evident since 2011, 
stemming from changing consumer spending habits 

(such as buying less but more often and increasingly 
using contactless cards), coupled with intense price 
competition among British supermarkets that has been 
reinforced by low inflation.
The number of purchases within the retail sector rose 
by 4.3 million to 783 million, with the corresponding 
spend amounting to £24.5 billion, up by £126 million 
on March. The largest increase in spending was registered 

in the other retail sub-sector, where spending grew by 
£38 million to £3.9 billion, mainly driven by expenditure 
at sports shops and optical goods merchants. The 
household sub-sector was also a strong contributor to 
growth after increasing by £23 million on March to £4.0 
billion, boosted by a notable rise in spending at DIY stores 
and garden centres.
The number of card payments in the services sector 
grew by 6.1 million on March, reaching 411 million, 
corresponding to a rise in spending of £347 million to 
£28.5 billion. A major contributor of growth was the 
other services sub-sector, which recorded a rise of £192 
million to £7.8 billion, with over 60% of this increase 
coming from the educational establishments category. 
The travel sub-sector was also a strong contributor to 
growth after increasing by £30 million to £4.1 billion, 
mainly due to higher spending at travel agents.
In April large increases in card spending were registered 
at a wide range of businesses. The largest increase in 
spending was evident on educational establishments; 
likely due to the impending deadline for third term tuition 
fees. There was also a notable increase in spending at 
amusement parks, marking the half term holiday. Garden 
centres registered a substantial rise in spending for the 
second consecutive month as consumers continued to 
make seasonal improvements to the outdoor space. 
Meanwhile, spending at sweet stores and florists recorded 
the largest decreases between March and April.

At a glance key figures
for April 2016

Total spending
(£ billions)

2016 2015 

53.0 51.5

37.8 36.5

15.1

All payment cards

Debit cards

Credit cards 15.0

Annual growth
rates for spending

2016 2015

6.2 7.7

6.8 8.3

4.6 6.3

Number of
purchases (Millions)

2016 2015

1,194 1,092

920 835

274 257

HIGH STREET BANKING
APRIL 2016

UK CARD EXPENDITURE STATISTICS – APRIL 2016

1 BRC-KPMG Retail Sales Monitor April 2016: https://home.kpmg.com/uk/en/home/media/press-releases/2016/05/retail-sales-flat-again-in-april.html
2 ONS, Gross Domestic Product: https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/secondestimateofgdp/quarter1jantomar2016
3 BBC, Contactless cards get a new fan base: The over-60s: http://www.bbc.co.uk/news/business-36332607
4 GfK, Consumer Confidence: http://www.gfk.com/en-gb/insights/press-release/economic-uncertainty-clouds-consumer-confidence/
5 ONS, Consumer Price Inflation: https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/apr2016
6 The Guardian, The surprising fall in the cost of the UK’s food: http://www.theguardian.com/money/2016/may/07/surprising-fall-cost-food-uk-eggs-bread-meat

Gross mortgage borrowing of £12bn in the month was 12% 
higher than in April 2015. As expected, this was a slower month, 
following the inflated lending activity associated with borrowers 
completing purchases ahead of the stamp duty increase.
Net mortgage borrowing is running around 3% higher than a 
year ago.
Consumer credit continues to show annual growth of about 5% 
reflecting improved confidence and in the case of personal loans 
and overdrafts favourable interest rates.

House purchase approval numbers have resumed a downward 
trend after seeing increased activity during the three previous 
months which were influenced by the stamp duty change.
Numbers were some 6% lower than in April 2015.
Remortgaging approvals were 16% higher than in April 2015.
Other advances were 25% higher than a year ago.
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39 million plastic card purchase 
transactions were made every day 
in March 2015, with a total value 
of £1.73 billion.

An estimated 4.61 million people 
will fall into the 40% income tax band 
in 2015/16, 1.39m more than in 
2010/11. 347,000 will pay the 45% 
rate, which replaced the 50% rate in 
2013/14.

Based on the latest figures, 2.116m 
people in work would pay no income tax.

There were 4.81 million working 
age people claiming benefits in August 
2015. This is a decrease of 258,000 
in the year, or 707 a day.

In 2014/15, the average 
maintenance loan awarded 
for full time 
undergraduates 
from England 
was £3,890, 
and the average 
maintenance 
grant awarded 
to successful 
applicants was 
£3,008.

2,102 Consumer County 
Court Judgments (CCJs) are 
issued every day, with an 
average value of £2,030.

Citizens Advice Bureaux in 
England and Wales dealt with 
3,957 new debt problems 
every day during the quarter 
ending December 2015.

222 people a day are declared 
insolvent or bankrupt. This is 
equivalent to one person every 
6 minutes 13 seconds.

People in the UK owed £1.475 trillion 
at the end of April 2016. This is up 
from £1.437 trillion at the end of April 
2015, an extra £762.67 per UK adult.
The average total debt per household, 
including mortgages, was £54,636 in 
April. The revised figure for March was 
£54,592.
Per adult in the UK that’s an average debt 
of £29,210 in April, around 112.7% of 
average earnings. This is slightly up from a 
revised £29,187 a month earlier.

The population of the UK 
grew by an estimated 
1,223 people a day 
between 2003 
and 2013.

Net lending to individuals 
in the UK increased by 
£53 million a day.
The Government borrowed 
£250m a day during April 
2016 (£2,894 per second).
Borrowers would repay 
£144m a day in interest 
over a year, based on 
April 2016 trends.

People in the UK owed £1.475 
trillion at the end of April 2016. 
This is up from £1.437 trillion 
at the end of April 2015. an extra 
£762.67 per UK adult.

The average total debt per 
household, including mortgages, 
was £54,636 in April. The 
revised figure for March was 
£54,592.

18 properties 
are repossessed 
every day, or 
one every 
1 hour and 
19 minutes.

On average, a 
UK household 
spends £3.78 
a day on water, 
electricity 
and gas.

The number 
of people 
unemployed for 
over 12 months 
fell by 422 per 
day between 
November 
and January.

Outstanding consumer credit 
lending was £183.2 billion at 
the end of April 2016. This is up 
from £173.1 billion at the end of 
April 2015, and is an increase of 
£201.76 for every adult in the UK.

Per household, that’s an average 
consumer credit debt of £6,787 
in April, up from a revised £6,752 
in March, or £377.37 extra per 
household over the year.

It costs an average of 
£30.23 per day to  
raise a child 
from birth 
to the age 
of 21.

Annual borrowing growth rates 
Household borrowing

Mortgage approvals
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The Internet of Things – Behind the hype is 
it just devices creating more data that will 
be underutilised?
With massive investments and staggering predictions about the Internet of Things (IoT) 
(Experts estimate that the IoT will consist of almost 50 billion objects by 2020), loan 
management software provider, Nostrum Group has looked at what the IoT is and some of 
its applications.

The major growth in the wearables market or the evolution of smart homes is now shining a 
spotlight on the IoT. Mass adoption is on its way and the number of devices compatible with 
the IoT is already growing, but it might take a little more time to fully see any of the benefits.

One question debated is: “Is a smartphone an IoT device?” Most people’s first response is  
yes! It is a connected object housing upwards of 20 sensors that can store and transmit 
data. Many argue that smartphones do not count simply because they do communicate in 
a common language i.e. many apps do not communicate with one another and the devices 
use different operating systems. For the true benefits of the IoT to be recognised there will 
need to be a universal standard adopted.

The applications for the IoT are so large that it would be impossible to try and cover 
everything. We have picked out some use cases that caught our interest:

SMART CITIES AND TRANSPORT
Traffic and parking. There are already examples of this in action with sensors placed on 
parking spaces which would allow you to navigate to an area near your destination with a 
high number of free spaces. Factor in weather monitors and traffic monitors and you could 
actively ease congestion and pollution in a city by avoiding accidents or traffic hot spots and 
providing the quickest route. 

HEALTH
We have all seen the growth of fitness and health monitoring devices, from heart rate monitors 
to sleep pattern analytics. This information could be shared directly with a health organisation 
to enable ongoing monitoring of a condition. This sounds like a scenario that benefits the 
individual, but imagine that data being made available to insurance providers. Your activity may 
increase or decrease your premium, or even worse, mean that you’re not covered.

RETAIL
Merchants can already utilise beacon technology to drive footfall and specific purchasing 
behaviours but add to that the ability to assess credit worthiness and push purchasing 
offers, such as discounts or finance, when the customer is looking at a specific item. Is it 
intrusive to remind a customer that they have an available balance on a credit card whilst 
they’re shopping, or is that a good user experience that removes friction? As with all push 
messaging, it needs to be handled sensitively and in a proportionate manner otherwise 
consumers will switch off.

SECURITY
The biggest risks surrounding the IoT are data protection and data ownership. Who owns 
the data? Is it the manufacturer or the owner? Will the customer feel their privacy is being 
invaded if they are pushed finance offers encouraging them to take out a loan. There seems 
to be conflicting thoughts on what is benefiting the customer and what is intrusive. 

People are more conscious about how their data is used, even if it feels like we give more 
than we’d like, there are benefits to giving a little to reap the rewards. 

Data privacy and ownership is already a concern for consumers so when that data collection 
and transmission is unseen and constant there will surely be nervousness.

The IoT is a network of connected objects. It is an enabler, an underlying architecture that 
allows devices to create, store and share data. The real end game will be how the data 
is used, which looking from a financial services background isn’t a new challenge. Many 
companies don’t capitalise on the data they already capture, so will adding more data help? 

It feels obligatory to mention ‘user experience’ in the current climate, but that is essentially 
what the IoT will bring into focus, whether it’s how you move around a city or your shopping 
habits. Companies will have more opportunities to interact with customers or potential 
customers and the challenge will be how to maximise those connections. There are many 
other applications that enterprise will use, like stock management or maintenance of assets 
that doesn’t impact on individuals data but will impact user experience and operational 
performance. IoT technology aside, this will be another Big Data project that sits on top 
of mining the extensive data that already exists. There may be a new opportunity for 
personal data storage where individuals can direct all of their data sources and then actively 
manage who has access to specific parts e.g. my wearable data can be viewed by a health 
organisation but not an insurance provider

IoT is all about technology enabling more data and better user experience. Is it any different 
to Fintech initiatives or health organisation programmes of work? We don’t believe it is. It’s 
another technology advancement to be added to the list of things to watch and embrace as 
they develop. 

Richard Carter 
Chief Executive, Nostrum Group
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Technology – making lending 
cheaper, faster and safer.

Our disruptive loan management software allows some of the 
UK’s largest banks, lenders and retail brands to provide a fully 
digital and automated experience, enabling their customers to 
manage their finances any place, any time, and on any device.
 
To find out more, speak to one of our experts on  
0844 8118 039 or visit www.nostrumgroup.com @NostrumGroup      NostrumGroup




