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CCTA PUBLIC AFFAIRS

REASONS TO BE CHEERFUL?
THE 2018 PUBLIC AFFAIRS PROGRAMME

CCTA VIEW FINDER
Greg Stevens
Chief Executive, CCTA
greg.stevens@ccta.co.uk

For the first CCTA magazine of the year
I was hoping to write an upbeat article
to bring optimism to the fore, but lo and
behold the most optimistic outlook at
the moment is that Europe have finally
understood that we are leaving the Union,
and genuine momentum is underway.
Our industry appeared to take an
elongated Christmas break, with January
being the quietest month many members
can remember. February was not far
behind. Battle fatigue, the coded name
for regulatory fatigue, remained a threat
on the horizon for many. Uncertainty,
and inconsistency are the areas keeping
members awake at night, with the spectre
of the Financial Conduct Authority
(FCA) Senior Managers and Certification
Regimes (SM&CR) irrationally looming
large, mainly because of the meaty tome
that it comes in.

THREATS
ON THE
HORIZON?

We have dissected and re-assembled
SM&CR into a one day training session
delivered by Graham Haxton-Bernard,
CCTA head of legal and compliance.
Outside the FCA constructors of SM&CR,
no one in the industry knows it as well
as Graham. The definitive professional
book on consumer credit and law
is ‘Consumer Credit Law & Practice’
authored by Dennis Rosenthal, a barrister
at Henderson Chambers, and a doyen
in the industry. Graham contributed to
the publication by writing the sections
on FCA regulation (to date) and is also
named on the cover of the book.

product/s in the FCA sandbox (the area
for trialling new products) that might
prove beneficial in the credit union arena.
Coded message for, alternative products
for high cost credit or home collected
credit.

This professional publication is available
from Bloomsbury Press for a mere £85,
a steal at the price. What is even more
of a steal is that if you are a paid up
member of CCTA you have Graham
on the end of a phone with free expert
guidance as often as you like. At last a
reason to be cheerful. If you only have
one consumer credit book on the shelf,
make it is this one, bang up to date, well
documented, easy to understand, and
written by the masters. Better still let your
risk and compliance team have their own,
it could save you money down the line.
The CCTA training schedule is up on the
website and the courses are ready to
go. Should the regulator come visiting,
training and understanding of CONC
rules is on their agenda. You or your team
will get a full day of wisdom and advice
from Graham another doyen of our great
industry. Another reason to be cheerful.

My take is that when anything difficult or
contentious arises it gets a swift kick into
the long grass. Will Bailey still be there
in May 2019 when the banking review is
due? No reason to be cheerful here then.

Many members are fearful of a potential
change to affordability rules which
are still being considered by the FCA.
Differing coded messages are being spun
by consumer activists, special interest
groups, politicians, and the regulator.
The FCA will be pronouncing their
findings after a number of thematic
and firm reviews.
Andrew Bailey stated at a recent
industry dinner in London, that
the findings will be released in
May 2018. He did not allude
to any decisions made to
date, only that more work
is underway. He did
however allude to
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There is still the danger of an un-level
playing field becoming more un-level
between bank overdrafts and credit card
debt, compared to high cost credit. I
spoke to Andrew at the dinner about
affordability, but he would not be drawn
on when (or if) overdrafts and credit card
would be dealt with.

Credit Management Companies (CMC’s)
and the Financial Ombudsman Service
(FOS) were also discussed briefly with
Andrew. CMC’s are on the radar, but it
would also appear to be on the long
grass radar. We have discussed the
regulation of the CMC’s under Financial
Services and Markets Act (FSMA) recently
with the FCA legal team. They recognised
that there will be legal challenges, as
many of the areas that the CMC’s handle
consumer complaints with, do not fit
under FSMA. Again no reason to be
cheerful here.
We do not believe that the regulator
sees the inconsistencies and uncertainty
created by CMC’s and often exacerbated
by FOS as a problem. It is not deemed
to be systemic. Systemic or not, in
certain sectors combined with excessive
regulatory and compliance costs it is
accelerating the exit of firms from the
market.

and the FCA commenced regulation of
consumer credit in 2014. The declared
number of firms regulated by the FCA
across both markets is 56,000 firms and
reducing. The decay in the number of
firms, and the losses of thousands of
jobs is hardly a ringing endorsement for
the current regulation. There were errant
firms that needed weeding out, but not
decay on an industrial scale. Still looking
for the other reason to be cheerful.
The recent Channel 4 TV Dispatches
programme raised an alarm regarding
inconsistencies, lack of training,
performance targeting, and other poor
practices at FOS. The programme
centred on claims against the banks,
as cases were fought harder by the
banks. For many months we have seen
poor practices, an un-level playing field
compared to the banks, sector specific
alienation, and potential cosying up to
the CMC’s.

under Lord Hunt of Wirral. We have
had a response, and are now referring
if through to the Treasury Select
Committee.
The Times have been helpful with this
and are keeping the pressure on FOS.
Reason to be cheerful three.
As stated at the conference in
November, we are your voice. We will
take issues to government, we seek to
make it a better future now that the vast
bulk of regulation is in place. We can
pinpoint areas where we believe
there needs to be change, and
focus on the key drivers of
change. If there is an area
or bugbear that you feel
needs addressing, drop
me an email and
I will get straight
back to you.

To balance the argument we wrote to
HM Treasury asking for an open inquiry,
as we had not seen any substantial
direction change since the review in 2008

THERE IS STILL THE
DANGER OF AN UN-LEVEL
PLAYING FIELD BECOMING
MORE UN-LEVEL

The plain truth is that since 2005 there
has been a reduction of over 60% of
firms from the general insurance and
consumer credit markets. In 2004
there were 83,000 firms in general
insurance, in 2012 there were
96,000 live consumer credit
licences. The Financial Services
Authority (FSA) commenced
regulation of general
insurance in 2005,
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QUARTERLY UPDATE 2018

FCA’S UPDATE ON HIGH COST CREDIT... TSC INQUIRY INTO HOUSEHOLD FINANCES... IFS RESEARCH INTO ‘PROBLEM DEBT’... POLITICIANS JUMPING ON THE ANTI-FINANCE BANDW
SELECTED
BLOGS AND
COMMENTARY
All articles can be read in full on our
website ‘news’ and public affairs’
pages: www.ccta.co.uk

MARKETS ARE NOT PERFECT,
BUT REGULATION IS OFTEN
A VERY POOR SUBSTITUTE
PUBLISHED: 11/03/18
BACKGROUND:
The think tank, Institute of Economic
Affairs (IEA) accused politicians
of ‘jumping on the anti-finance
bandwagon’ in a report which
reviewed the contribution finance
makes towards economic life.
COMMENT:
The UK’s financial sector is one of the
economy’s most productive, but it has
taken quite a bashing since the previous
financial crash and suspicion still
surrounds the industry. The IEA report
considers several points including: is the
financial sector short term oriented?
Is it creating inequality and is it ‘duping’
consumers and investors?
Critics of the financial services sector
may point to a need for increased
statutory regulation, however it
is simply not possible to know in
advance whether regulation will
improve a market as ‘the perfectly
informed regulator is just as much
a textbook fiction as the perfectly
informed consumer.’
For full details visit www.ccta.co.uk

WHO’S DRIVING
CONSUMER CREDIT
GROWTH?
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CCTA COMMENT ON THE
FCA’S UPDATE ON ITS HIGH
COST CREDIT REVIEW
PUBLISHED: 31/01/18
We have seen a very significant
concession from the FCA today. The
regulator has acknowledged that ‘the
provision of high cost credit can have
a socially valuable function’ and that
access to legal, regulated sources
needs to be maintained.
This is music to the ears to hundreds
of responsible, specialist lenders
serving small local communities
up and down the country. These
businesses are being choked out
of the market by wave after wave
of regulation designed to protect
consumers but actually causing them
harm by reducing their access and
choice to legal products.
Making the case for high cost credit
is a thankless but necessary task. My
hope is that today we have drawn
a line in the sand on the level of
regulation the sector is able to bear.
Greg Stevens, 31st January 2018.

CARMAKERS FINANCE
ACCELERATES TO RECORD
LEVEL
PUBLISHED: 19/01/18
The AM Outlook Survey for 2018
reports 54% of independent retailers
are expecting to see a decrease in
turnover this year in addition to the
challenges they face from regulatory
scrutiny and possible further
intervention, through to issues
around diesel.
Our view is it’s entirely plausible that
we may see a number of departures
from the market this year. Yet another
reason to continue our campaign
for sustainable, fair and responsible
access to credit.
For full details visit www.ccta.co.uk

FCA INSIGHT FINDS
CONSUMER CREDIT
GROWTH IS NOT DRIVEN BY
‘SUBPRIME’ BORROWERS
PUBLISHED: 11/01/18
We were pleased to see this week
insight from the FCA into ‘who’s
driving consumer credit growth’. The
FCA requested and analysed Credit
Reference Agency (CRA) data on one
in ten UK adults to ‘build a better, fuller
picture of borrowing’ and to identify
any potential risks stemming from the
UK’s growth in credit usage. Three
important insights emerged from
their analysis:
• credit growth has not been driven
by subprime borrowers
• people without mortgages have
mainly driven credit growth
• consumers remain indebted for
longer than product-level data
implies.
For full details visit www.ccta.co.uk

CCTA COMMENTARY ON
IFS REPORT
PUBLISHED: 16/01/18
BACKGROUND:
A report issued by the Institute for
Fiscal Studies, aims to build on a range
of previous research into ‘problem
debt’. To do this they use Office for
National Statistics (ONS)’s Wealth
and Assets Survey (WAS), which
interviews a representative sample
of Great British households on a
rolling two-year basis, such that each
household is re-interviewed biennially
where possible. They focused on the
objective characteristics of households
and their financial situations.
COMMENTARY:
CCTA welcomes the IFS report today,
but we would guard against rash
decisions on blunt instruments such
as rate-capping suggested by some
third parties. The ongoing dialogue
and regulatory changes are resulting
in meaningful solutions and positive
outcomes for consumers. Further
regulatory instruments and unwise
intervention would mean reduced
access to credit and increased cost.

It should also be noted that the recent
FCA Insight research found that short
term, high cost credit is not the cause of
growing debt levels. Much of the growth
is produced by the borrowers least likely
to suffer financial distress. Motor finance
and 0% credit cards have accounted for
the majority of consumer credit growth
since 2012 and about half of outstanding
consumer credit is held by those with
mortgages. Around 40% of households
with consumer credit debt hold savings
in excess of their debt.

PERSONAL DEBT CRISIS WILL
NOT BE SOLVED BY CURBING
CREDIT: CCTA COMMENTARY
(TELEGRAPH 11 JANUARY 2018)
PUBLISHED: 11/01/18
The simplistic view of John McDonnell
and others is credit equals debt, therefore
get rid of the credit industry and you get
rid of debt.
Her Majesty’s Opposition is very clear
that Britain is in the grip of a personal
debt crisis. In a series of articles over
the Christmas period, John McDonnell,
the shadow chancellor, warned of an
alarming increase in UK household debt.
McDonnell’s solution to the problem is
equally clear: reduce demand by giving
more public money to consumers; and
restrict supply by imposing rate caps on
high cost lenders and tighter controls on
the industry in general.
Constructing a counter-argument on
behalf of credit companies is not an
easy task, such is the populist appeal
and seeming common sense of tighter
controls and caps. But one needs to be
made as a matter of urgency.

TREASURY SELECT COMMITTEE
ANNOUNCES INQUIRY INTO
HOUSEHOLD FINANCES

CONSUMER EXPERIENCES OF
ILLEGAL LENDING IN THE UK

PUBLISHED: 10/11/17

This week the Financial Conduct
Authority (FCA) published a report
detailing consumer experiences of illegal
lending in the UK. The report highlights
some of the experiences of ‘hard to
reach’ consumers and the effects that
illegal lending has had upon them.

Followers of Treasury Select Committee
(TSC) Chair, Nicky Morgan MP will have
anticipated the announcement on 8th
November that the TSC has launched a
formal inquiry into household finances,
honing in on income, savings and debt.
The inquiry aims to consider the state of
UK household balance sheets, including
whether households are saving adequately
in the current economic environment,
problematic and over-indebtedness,
inter-generational issues, lifetime financial
planning and the effectiveness of the
market in financing solutions and products
to low income households.
The issues surrounding debt and the
need for responsible credit are unlikely
to dissipate any time soon. As Brexit
looms and the interest rate rise takes
effect, we, at CCTA, will continue to
keep you appraised of the developments
of the TSC inquiry. We will also
continue to work on your behalf with
parliamentarians, stakeholders and the
regulatory bodies providing input and
comment to ensure that the interests of
your business and your customers are
truly represented.
There has never been a more
pertinent and essential time for your
trade association to represent your
interests through strong public affairs
campaigning. Rest assured that we will
ensure your voice is heard.

PUBLISHED: 01/12/17

However, the report notes the difficulty in
establishing hard evidence of the number
of consumers involved with unregulated
lenders, due to the hidden nature of the
practice and therefore is unable to assess
how widespread and significant illegal
lending is. It is also therefore not able to
properly assess if the FCA’s regulatory
actions within the consumer credit market
that reduce access to regulated credit,
are adding to the use of illegal lending.
At CCTA, we continue to lobby the
regulator on the effects of FCA
regulation on legal lenders and
to campaign for access to
responsible and affordable
credit to support consumers
during the peaks and
troughs of their
financial lives.
For full details visit
www.ccta.co.uk

For full details visit www.ccta.co.uk

THE PERFECTLY
INFORMED REGULATOR IS
JUST AS MUCH A TEXTBOOK
FICTION AS THE PERFECTLY
INFORMED CONSUMER
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QUARTERLY UPDATE 2018

UIDANCE AND CLAIMS BILL SECOND READING... FCA PUBLISHED NEW CREDIT CARD RULES...

Labour reports they will focus on household debt as
part of its new year strategy. The Party are expected to
unveil several intervention proposals throughout 2018.
Significant media coverage was given to the Institute
of Fiscal Studies report on problem debt and low
income households, which examined when and why
debt has the potential to be a problem for households.
Provident Financial shares were hit following a
trading update which reported the Consumer Credit
Division is expected to show a pre-exceptional loss of
approximately £120m which is at the upper end of the
guidance provided in August 2017.
The pre-close trading update published by
non-standard finance showed it continued to make
good progress, delivering strong annual loan book
growth and lower rates of impairment than in 2016
in all three business divisions.
The Prudential Regulation Authority issued a letter
to banks detailing a follow up statement on
consumer credit.
FOS Chief Executive, Caroline Wayman provided
oral evidence to the Treasury Sub Committee whose
inquiry to review the role of FOS included examining
annual accounts, strategic direction and recent
performance of The Financial Ombudsman Service.
Labour MP Rachel Reeves suggested the FCA should
review the rules on affordability.
The Financial Guidance and Claims Bill has received
its second reading.

FEBRUARY 2018
The Independent reported that personal lending has
increased four times faster than wages and the media
published reports of a recent increased demand for
credit cards and overdrafts.
New CMA rules published on bank requirements to
text customers if they’re about to slip into an overdraft.
The FCA reported a successful outcome to their first
criminal prosecution against an unauthorised lender.
Labour MP’s, Stella Creasy, Paul Maynard and Gareth
Thomas raised concerns over credit card charges,
rent-to-own and credit union expansion.
The Labour Party has warned household debt servicing
costs are officially forecast to jump up by almost a
third over the next five years.
CAB’s ’Walking on Thin Ice’ report recommended
that the FCA should cap other types of high cost
credit to ensure products do not push people into
unmanageable debt.
The Money and Mental Health Institute launched
a ‘Recovery Space’ campaign which called for the
proposed breathing space to be extended to the
23,000 people battling debts while hospitalised
due to their mental health last year.
The FCA issued a call for input on the use of
technology to achieve smarter regulatory reporting.

MARCH 2018
The FCA published new credit card rules.
Vanquis was fined £2 million and ordered to repay an
estimated £168,781,000 to customers.

CITIZENS ADVICE
CALLS FOR THE PAYDAY
LENDING CAP TO BE
EXTENDED TO OTHER
HIGH COST CREDIT

The Treasury Select Committee held their evidence
session as part of their household debt inquiry.
Citizens Advice gave evidence and issued a subsequent
press release calling for the payday lending cap to be
extended to other high cost credit products so that
lenders do not charge customers more than twice
what they borrowed.
A new research project was launched looking at how
the debt advice sector supports people in vulnerable
situations and will be conducted by University
of Bristol’s Personal Finance Research Centre in
partnership with MAT and MMHP.
The #Dropthedebt campaign was launched by CfRC.
Cash Lady launched the Consumer Credit Index
which allow journalists to track the number of people
applying for credit through their website.
FOS instructed an adviser to pay £30K to a client
who was advised on providing a short term loan
using a SIPP.
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LEADERSHIP

JANUARY 2018

know the way
go the way
show the way
Since the Financial Conduct Authority took over regulation of the credit arena
in 2014, they have worked to ensure the fair treatment of consumers, from an
industry offering responsible credit. Moving forward, they will focus heavily on
leadership, tone and culture.
Our 2018 political voice will be raised, to shape and promote access to credit
for the nation, and stand against excessive controls which will impact negatively
on consumers, lenders and potentially the UK economy. Next years’ conference
will reflect on what promises to be yet another turbulent year. See you there.
CCTA leading the way
Find out more at www.ccta.co.uk
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BOOK
ALL FIVE
COURSES
AND

SAVE
15%

Graham Haxton-Bernard
Head of Legal and Regulatory Affairs, CCTA

SHAPING CULTURE
COURSE NAME

LOCATION

COURSE DATE

Being Regulated by the FCA
NEW Individual Accountability: Extending SM&CR
Treating Customers Fairly Regime (FCA)
Complaint Handling, Reporting & Publication (FCA/FOS)
Supervision & Reporting (FCA)

Manchester
Manchester
Manchester
Manchester
Manchester

Wednesday 7 March
Wednesday 21 March
Wednesday 4 April
Wednesday 18 April
Wednesday 2 May

Being Regulated by the FCA
NEW Individual Accountability: Extending SM&CR
Treating Customers Fairly Regime (FCA)
Complaint Handling, Reporting & Publication (FCA/FOS)
Supervision & Reporting (FCA)

London
London
London
London
London

Wednesday 16 May
Wednesday 30 May
Wednesday 13 June
Wednesday 27 June
Wednesday 11 July

Being Regulated by the FCA
NEW Individual Accountability: Extending SM&CR
Treating Customers Fairly Regime (FCA)
Complaint Handling, Reporting & Publication (FCA/FOS)
Supervision & Reporting (FCA)

Birmingham
Birmingham
Birmingham
Birmingham
Birmingham

Wednesday 5 September
Wednesday 19 September
Wednesday 10 October
Wednesday 17 October
Wednesday 31 October

TRAINING:
A REGULATORY
OBLIGATION

In human resource development, relevant
systematic training of staff within a
regulated business ensures that they
have the skills, knowledge and relevant
capabilities to carry out their respective
roles. This assists the business in
achieving its operational objectives whilst
complying with its regulatory obligations.
Systematic training and certified
attendance at relevant courses also
demonstrates to the Financial Conduct
Authority (FCA) that an organisation has
a formal training strategy, which not
only shapes the approach to employee
development skills but also shapes the
firms approach to its desired culture
which is consistent with appropriate
conduct and good customer outcomes.

Looking to the future, the proposed
‘Conduct Rules’ under the FCA’s Senior
Managers and Certification regime
(SM&CR) which will be extended to
all Financial Services and Markets Act
2000 (FSMA) regulated firms, contains
provisions that requires firms to make
individuals who are subject to the
Conduct Rules aware that this is the case,
and train them in how the rules apply to
them. The Financial Services and Markets
Act 2000 (FSMA) has provided the FCA
with new powers to write the Conduct
Rules and apply them to all employees
within a firm, not just individuals that they
approve. The new rules are a new set of
enforceable rules that set basic standards
of good personal conduct, against which
the FCA can hold individuals to account.
Accordingly, relevant systematic training
of staff has become a requirement in
any regulated business as part of its
regulatory obligations.
All courses are prepared and presented by
Graham Haxton-Bernard, Head of Legal
and Regulatory Affairs, CCTA.
Contributory author of: ‘Consumer Credit
Law and Practice: A Guide’ - Fifth Edition
by Dennis Rosenthal, Barrister (Author)
(Bloomsbury Professional: Law, Tax and
Accountancy publishers).

COURSE LOCATIONS
HOLIDAY INN
Manchester Central Park,
888 Oldham Road,
Manchester, M40 2BS.
T: +44 (0) 161 277 6910
www.holidayinn.com

ETC.VENUES
Marble Arch, Garfield House,
86 Edgware Road,
London, W2 2EA.
T: +44 (0) 20 7793 4200
www.etcvenues.co.uk

JURYS INN BIRMINGHAM
245 Broad Street,
Birmingham,
B1 2HQ.
T: +44 (0) 121 606 9000
www.jurysinns.com

book online...
Visit our website and complete the booking form at

PRICES

Members £320
Non-members £380
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each course carries the
equivalent of four hours and
30 minutes CPD credits.
All prices are
VAT exempt.

DELEGATE
DISCOUNTS
1 to 2 bookings 0%
3 to 4 bookings 10%
5 to 6 bookings 15%
7+ bookings
20%

CULTURE
CONDUCT
COMPLIANCE

www.ccta.co.uk
need help?
email training@ccta.co.uk
call + 44 (0) 1274 714959
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John Lamidey MBE
Senior Partner,
Arminius Associates

THE
GRAVY
TRAIN
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In the 1960s it was said that the British
did not complain enough. Perhaps it
was because those then in their mid-life
had lived through the deprivations of the
second world war less than twenty years
before. They believed Prime Minister
Harold Macmillan’s famous declaration
in July 1957 that ‘most of our people
have never had it so good’, at a time
when the country was riding high on the
post-war economic boom. There was not
much to complain about. The youth of the
‘60s were far too preoccupied discovering
sex, drugs and rock and roll to spend
time complaining.
But times have changed. Over the
intervening decades a wide variety of
complaint and compensation processes
have developed to the extent that there
is probably no consumer facing activity
that does not have a complaints and
compensation system. And quite right
too! If we suffer detriment at the hands of
a private or public body it is only fair that
there is restitution. However, the pendulum
has now swung to the farthest opposite
extreme. From hardly complaining at all,
the British appear to be leading the way
in seeking to profit from the complaints
and compensation systems, not simply to
receive just restitution.
There are profits to be made, not only
by complainants themselves making
inflated or entirely false claims, but also
for a massive industry that has evolved
to help people make claims and to
take a substantial cut of the pay-out.
‘No win no fee’ law firms and claims
management companies are cashing
in. In 2011 there were 3,213 claims
management companies,
specialising primarily in
personal injury claims, many
of which were entirely
fictitious. By 2017 the
number of firms had

ALL ABOARD...

fallen to 1,388, due in part to a concerted
effort to prevent false injury claims, by
local Councils in the main. A claims
management regulator had to be created
in 2007 and has licenced over 6,800
claims management companies since its
inception. It has also imposed £2.8 million
in fines and cancelled 1,387 licences.
Personal injury remains the largest claims
management sector in terms of the
number of firms in operation, but the
financial claims sector has superseded
it for the last four consecutive years,
generating more than twice the turnover
of the once dominant personal injury
sector. Between 2007 and 2017 claims
management companies overall earned
almost £6.3 billion. Those dealing with
financial products and services claims
made £3.4 billion of that.
The Solicitors Regulation Authority is
demanding that law firms prove how they
source holiday sickness claims, which
have risen by 500% since 2013, with a
large number being fraudulent. ‘No win
no fee’ law firms and claims management
companies are firmly behind the increase
and some claimants have recently faced
jail sentences for fraud as a result, as
the travel industry fights back. Ironically,
action has been taken against some claims
management companies themselves
because they have failed to return fees
due to their clients and have delayed
passing on pay-outs that have been made.
Within the last year alone, compensation
claims against organisations such as the
NHS, and travel companies have risen
dramatically. Hospitals, for example,
spent £1.7 billion on negligence claims
in the year to April 2017, with legal
costs accounting for an estimated 36%
of the total bill. Lawyers and claims
management companies looking to drum
up compensation claims against the NHS
have now been banned from advertising
or working in hospitals.
The Financial Guidance and Claims
Bill currently going through Parliament
contains provisions which the Government
says will reduce the unacceptably high
number of whiplash claims and allow car
insurers to cut premiums. Insurers have
pledged to pass on savings to drivers
worth a total of £1 billion. Whiplash
claims are 50% higher than a decade ago,
despite the UK having some of the safest
roads in Europe and a fall in the number
of accidents. This has been fuelled by a
predatory claims industry, the Government
says, that encourages minor, exaggerated
and fraudulent claims, driving up the
costs of insurance premiums for ordinary
motorists. More than 10,000 benefit

cheats were also prosecuted or penalised
by the Department for Work and Pensions
last year, following an increase in the rate
of fraudulent overpayments, from 1.1% in
2015/16 to 1.2% in 2016/17, the highest
ever recorded rate.
As each area of inflated and false
compensations claims is closed off, so
another area tries to open up. Insurer
Direct Line examined more than 2,000
drainage claims made last year. It found
that 54% of them had been inflated or
were invalid. In the first quarter of 2017, it
estimates the number increased by 22%
compared to 2016, with no apparent or
logical explanation. Many people have
cover for blocked drains as part of their
home insurance, but increasingly a claims
management company will arrange to
handle the claim for them. Some drainage
firms appear to be selling details of their
clients to claims firms.
Do you remember the Carlsberg beer
advert long ago? A passer-by enters an
empty dusty office to answer the ringing
telephone. The office has clearly been
vacated for a great length of time, and
the call transpires to be a wrong number.
As he leaves, he brushes the dirt from
the office name plate, to reveal Carlsberg
Customer Complaints Department. No
one ever complained, but that was in
the days before claims management
companies.
The pendulum needs to swing back a bit.
People with justified compensation claims
are being delayed because claims staff are
overloaded. Their applications have to be
scrutinised excessively thoroughly, which
is time consuming but necessary because
of the large number of bogus claims. Of
course, the cost of goods and services
rises for decent people because of
unjustified pay-outs and the staffing costs
of complaints handling.
With turnover from financial claims
increasing every year for the last four, and
now outstripping the formerly lucrative
personal injury claims, it is clear that
financial firms are the focus of the majority
of compensation claims. To go by the
record in other sectors, the number that
are inflated or false is enormous.
In 2013, I gave a presentation to a
Financial Capability Forum meeting.
Another speaker was a representative
from the Financial Ombudsman Service
(FOS), who stated that 4% of payment
protection insurance complaints referred
to the ombudsman were made by people
who had never had a PPI contract. Around
1.5 million PPI claims have been handled
to date by the FOS. If 4% of those have
been totally false, that amounts to 60,000

individuals jumping on the complaints
gravy train for profit, not to mention
those who received a pay-out from a firm
directly.
Caroline Wayman chief ombudsman
and chief executive of the FOS is a
non-executive director on the Board of the
Claims Management Regulator. She must
therefore be aware of claims management
companies encouraging bogus claims. Yet
this awareness does not appear to have
crossed over into the handling of financial
complaints from claims management
companies which have generated for
them more than twice the turnover of the
once dominant personal injury sector.
Many consumer credit lenders are
concerned about the ombudsman
accepting complaints made several years
after the event, usually submitted by
claims management companies. It is very
common that when lenders receive such
a complaint the expenditure report is very
different from that stated at the time of
the loan application. There have even
been cases where the ombudsman has
ordered a pay-out despite the complainant
admitting to lying on a loan application
form. Often a claim is massaged to
give a different financial picture at the
time the loan was taken out from the
application data given to the lender, in
order to suggest that the borrower could
not afford the loan at the time. The
Ombudsman’s approach appears to be
simply to accept the claimant’s assertions
without making detailed checks of the
discrepancies, allowing some unjustified
pay-outs. Interestingly, lenders are not
allowed to take an applicant’s word for
much information, it all has to be checked
and verified. The ombudsman’s approach
appears to be entirely the opposite,
the complainant’s version of events is
accepted at face value, often without
significant verification being undertaken.
This cannot be right. Compensation
should be paid to those who have
suffered detriment. It should not be
a profit making enterprise either
for the complainant, a claims
management company or a
‘no win no fee’ lawyer. It is
time to de-rail the gravy
train which is now
careering dangerously
out of control.

13

| FEATURE

Nick Pearson
Group External Relations Manager,
One Advice Group/Harrington Brooks

THE END OF THE TUNNEL
BREATHING
SPACE AND BEYOND
CURRENT
DEVELOPMENTS IN THE
COMMERCIAL DEBT
ADVICE SECTOR

14

THE FINANCIAL CONDUCT AUTHORITY
The Financial Conduct Authority (FCA)
regulation of debt advice, both fee and
free, commencing on 1 April 2014 was
a watershed moment. The two years or
more that it took for most commercial
firms to secure FCA authorisation
combined with the much higher standards
required by the FCA has led to a huge
contraction in the commercial sector.
Prior to the FCA, the Office of Fair Trading
authorised some 350 fee charging firms.
There has been a major contraction not
only in terms of the number of firms but
also in the number of Debt Management
Plans (DMPs) issued. The lengthy and
uncertain FCA authorisation process
acted as a barrier to firms investing in
client acquisition, boards were simply not
willing to risk spending money on the
business until they knew they had secured
authorisation and had a future.
This, combined with more rigorous
FCA requirements including the annual
review of DMPs which ultimately may
lead to the disengagement of clients that
do not engage, has led to a very rapid
decline in the number of DMPs in the
commercial sector.
In 2015, the Debt Managers Standards
Association estimated that there were
some 215,000 DMPs managed by
commercial firms and 197,000 DMPs
available from free to client providers
(principally StepChange, PayPlan and
Christians Against Poverty). The number
of commercial DMPs has probably halved
since 2015, whilst the number of free
DMPs has remained at much the same
levels. There are now less than 20
firms that are authorised to hold
and disperse client firms. There
are three fee charging firms
with 70,000 DMPs between
them. My best guess is that
the remaining c17 firms
probably hold no more
than 50,000 DMPs
between them.

2018 will doubtless see further contraction
in the number of commercial providers.
This is in part due to the requirement for
many firms to participate in an onerous
second FCA thematic review of the
quality of debt advice, combined with
the difficulties involved in acquiring and
retaining clients. Both commercial and
free sector firms are involved in the
thematic review, which expects to report
in Spring 2019. It is extremely difficult
to make any profit from the provision
of DMPs as monthly client disposable
incomes have declined and client incomes
have become more unstable. The cost of
compliance is an added cost compared
with pre-FCA days.
It is noticeable that since the FCA took
over regulation of the debt management
sector, the spending on advertising by
commercial firms has declined very
markedly. This is particularly the case for
‘pay per click’ advertising on Google. At
the same time, the message from most
branches of the media is that consumers
should only ever consider seeking free
debt advice. This huge volume of free
publicity is something that commercial
firms can only dream of.
When combined with direct creditor
referrals to free services, it is no surprise
that while the number of new clients
going to commercial firms is declining,
the volume of clients seeking free debt
advice is placing a real strain on services.
In the free sector, waiting lists have
increased and demand for free debt
advice exceeds supply.
It seems clear that in order to deliver
a service for all those that need debt
advice, there must be a mixed economy
of commercial and free providers. It is
a moot point whether creditors who
blithely refer clients to free services that
they know cannot cope are really ‘treating
customers fairly.’
The decline of commercial DMPs
has taken place at the same time as
an increase in Individual Voluntary
Arrangements (IVAs). The Insolvency
Service statistics for 2017 show just under
60,000 new IVAs in 2017, up 19.8% from
2016. This upward trend, particularly since
2015, has arguably been because many
of the large IVA providers have taken
advantage of FCA rules that allow firms
to opt out of FCA regulation if they advise
clients in ‘reasonable contemplation’ of
acting in a formal capacity in an IVA.
In simple terms, it seems that the
increased number of IVAs has been

at the expense of DMPs. The calls for FCA
to take over the regulation of IVA providers
(and their lead generators who dominate
Google searches) is made loudly and often
by many organisations but HM Treasury
appears to remain unconvinced.
DEMAND AND SUPPLY
Research by the Money Advice Service
(MAS) has shown that there are currently
8.3m people in the UK who feel their
debts are a heavy burden or have missed
three or more payments. MAS also note
that “the most up-to-date figures suggest
that less than 21% of the over-indebted
population actively seeks debt advice in
any given year.” Clearly there is a huge
un-met need for debt advice and some
capacity in the commercial DMP sector to
deal with more clients.
In this context, the publication of the
FCA’s paper: Persistent Debt and Earlier
Intervention Remedies, on 14 December
2017 is important. Until this date there
had been a widespread misunderstanding
that creditors are prohibited by the FCA
Consumer Credit Sourcebook (CONC)
from referring to fee charging providers.
The FCA paper helps to clarify CONC and
makes clear that creditors are able to refer
clients to commercial debt solutions firms
but must always refer to not for profit debt
advice providers too.
THE HM TREASURY BREATHING SPACE
On 24 October 2017 HM Treasury
published: Breathing Space: Call For
Evidence. The 2017 Conservative Party
manifesto committed the government to
implement a breathing space scheme so
that someone in serious problem debt
could apply for legal protection from
further interest, charges and enforcement
action. The call for evidence has proposed
a breathing space of up to six weeks to
allow people with debt problems the
necessary time to seek debt advice.
Whilst it was the breathing space
proposals that received all the headlines,
the proposals for a Statutory Debt
Management Plan (SDMP) may be more
important in the longer term. The idea
of a statutory scheme made it into
legislation in Chapter 4 of The Tribunals,
Courts and Enforcement Act 2007 in
the section entitled Debt management
schemes. However, the proposals have
never been enacted.
The call for evidence is thin on what
a SDMP will actually look like but the
paper briefly outlines the Scottish Debt

Arrangement Scheme (DAS) so it may be
fair to assume that the Treasury sees this
as the most likely model or a hybrid, to be
implemented.
The SDMP has the potential to be a
positive development for clients suffering
the misery of debt problems. Some
organisations in the free sector have
suggested that a SDMP should only
be made available from free to client
providers. At a time when free providers
argue that demand exceeds supply and
there is capacity in the commercial sector
this seems counterintuitive.
THE INDEPENDENT REVIEW OF PETER
WYMAN CBE INTO THE FUTURE
FUNDING OF UK DEBT ADVICE
Launched on 25 January 2018, the
Wyman review on the future funding of
debt advice is arguably one of the most
important documents published for many
years. It’s important to note that whilst
Wyman acknowledges the possibilities of
the Breathing space and SDMP, he does
not dwell on the detail.
Wyman makes 20 recommendations,
some of which will impact particularly on
the free sector providers and which they
are likely to want to resist. Of note is a
recommendation that over the next two
years 15% of clients currently using face to
face services will be switched to the take
up of telephone based debt advice, and
20% of telephone advice to be switched
to webchat assisted advice. The carrot of
additional funding proposed by Wyman
will probably only partially placate them.
Recommendation 5 – Wyman
recommends a voluntary Fair Share levy,
paid pro rata by all those who receive
payments from a DMP. He noted that
government will legislate if a voluntary levy
code is not forthcoming. He states that
the fair share contribution ‘should be the
full amount requested by the debt advice
organisation (not for profit or commercial)
requesting it.’ Providers accounting for 75%
or more by value of the debts in the plan
should have to vote in favour of the plan
for it to proceed.
Access to debt advice – Wyman notes
in para 92 that: “I am very comfortable
with a mixed economy in which some
consumers choose to pay for debt advice”.
Recommendation 11 – The MAS Debt
Advice Locator Tool is a public list of
contact details for advice agencies, both
local and national, but currently only lists
free to client providers. Wyman suggests

that all FCA authorised organisations
should be listed on it in future, including
commercial firms.
Recommendation 13 – he states that
creditors should refer all clients to the
MAS Debt Advice Locator Tool. Wyman
also notes that he sees no reason
why MAS tenders should be limited to
bidders from the free sector, which may
present much needed opportunities to
commercial DMP providers.
Recommendation 15 – The quality
assurance processes of organisations that
offer debt advice should be monitored and
transparently reported. It is unclear to me
how this is different to the current FCA
supervision of larger firms like Harrington
Brooks but for smaller organisations not
subject to FCA supervision, this may come
as something of a shock.
Recommendation 16 – Wyman states
that all those giving debt advice to the
public should have mandatory debt advice
qualifications. This is something that most
commercial firms have warmly welcomed,
and indeed argued for over the years.
CONCLUSIONS
The prospect of a Statutory DMP and
Breathing Space, combined with the
changes advocated by Peter Wyman have
at last provided some light at the end of
the tunnel for commercial providers. If the
clarification of the FCA CONC rules also
leads to fair attainment of referrals from
creditors and releases some capacity for
customers to access greater volumes of
debt advice, the impact and outcomes of
2018 may be positive.
As the gap between demand for free
debt advice and supply grows wider,
there needs to be a vibrant, competitive
mixed economy of providers in which
the commercial sector has a part to play.
Especially at a time when only one in
five overindebted individuals seek out
debt advice.
The Wyman review acknowledges this and
makes some sensible recommendations.
It is probably the first time that
anyone outside of the commercial
sector has recognised the role
commercial firms can play.
For the sake of the UK’s
overindebted population,
we can only hope
that Wyman’s
recommendations
are acted upon
and quickly.
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BITCOIN
BELIEVERS VERSUS
SCEPTICS

BITCOIN BELIEVERS VERSUS SCEPTICS
Bitcoin fever is being called both an
epochal step change that will positively
transform the world of finance for
ever and a speculative bubble that will
inevitably end in tears. The volatility in
Bitcoin’s value is representative of the
conflict between these points of view.
At the heart of the debate is the idea
that the cryptocurrency derives its value
from its use as a payment system, a new
and improved Visa or PayPal, and as a
new form of fiat currency. How well it
provides advantages over these may well
be the defining factor in whether Bitcoin
is a good investment.
A BETTER WAY TO PAY?
As a payment system, Bitcoin is a way
of getting money from one person to
another, rather than a currency itself. So,
when you buy or sell Bitcoins to make
a transaction, you are in fact trading the
tokens attached to Bitcoin’s payment
protocols. These tokens can then be
converted back into the native currency
of the buyer and seller in the transaction.
Rather than having a central clearing
house, like those used by traditional
payment systems, Bitcoin has
a decentralised network of
‘miners’ that contribute
processing power to make
transactions. Miners
are rewarded for this
service in Bitcoins.

PRICING ITEMS IN BITCOIN
CREATES A NIGHTMARE LEVEL OF
UNPREDICTABILITY TO TRANSACTIONS
THAT’S CLEARLY PUTTING RETAILERS OFF.
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This means that there is no single,
overarching authority managing Bitcoin
transactions. No one owns Bitcoin, and
in the eyes of believers, this frees it from
some of the limitations attached to other
forms of payment. For example, there is
no ‘institutional risk’ that the company
controlling Bitcoin might collapse.
Additionally, no single institution sets
the fees for Bitcoin transactions, Bitcoin
exchanges can compete to set fees as
they wish, which should theoretically
keep transaction prices low.
However, in practice things are not quite
so straightforward. Transaction fees for
Bitcoin are, in fact, quite high compared
to other forms or payment. The number
of Bitcoin miners contributing processing
power for making transactions is relatively
small, and so when there are a lot of
transactions happening, the laws of
supply and demand kick in. When there
are more transactions than processing
power, miners will prioritise users who are
willing to pay more.
With demand for Bitcoins taking off
in the last few months, the cost of
making transactions has risen to as
high as $40 per transaction, according
to bitinfocharts.com. A little high if you
are trying to buy a sandwich for lunch.
By comparison, debit card transactions
typically cost around 30 basis points of
the transaction, a £4 sandwich might
come with a transaction cost of around
a penny.
In addition, the number of transactions
that can be processed each minute is
limited by the way Bitcoin is designed.
Only about 2,000 transactions can
be contained in each block in the
blockchain, so the more transactions
there are the more blocks there are to
process. Currently, it can take up to 92
minutes to process a transaction, but
transactions times recently peaked at
almost 24 hours. Compare this with Visa
which is widely quoted as being able to
process 50,000 transactions per second.
THE NEW GOLD?
According to its backers, Bitcoin, like
gold, shares characteristics with both
currencies and commodities. Like a
currency, it can be exchanged with
other cryptocurrencies and used
as form of payment. Like a
commodity it requires energy to
extract (mine). And like gold,
its quantity is limited and no
government can inflate
away its value by issuing
more of it. Its value
as money should
therefore derive
from its use
as a store of

value and as a medium of exchange.
However, in addition to the issues of
transaction costs and trade confirmation
times, its exponential rise has led to
extraordinarily high levels of volatility.
Its recent 30 day volatility (a standard
measure of how risky an investment
is based on the variability of returns) is
above 120, compared to around about
6.5 for 30 day volatility of sterling versus
the US dollar.
On some days, if you had ordered a book
in the morning the value of the Bitcoin
you used to pay for it could have fallen
by a third by the time it gets delivered.
This makes pricing items in Bitcoins a
nightmare; vendors could potentially
make huge losses, although some have
probably made huge gains.
Either way, it adds a level of
unpredictability to transactions that’s
clearly putting retailers off. The number
of major e-commerce retailers supporting
Bitcoin is low, and in fact declining.
As far as being a commodity, Bitcoin
differs from mainstream commodities in
that it has no real-world use. Outside of
being a medium of exchange, Bitcoin isn’t
useful for anything.
This will also hold it back as a store of
value, because if it goes out of favour
as a payment method there is little
tangible demand to give it value. Prices
for gold and oil and other commodities
are supported by the fact that there is a
demand for them outside being a store of
value, Bitcoin has no such intrinsic value.
REGULATORY RISKS
Demand for a decentralised and
ungoverned asset was always going to
be attractive in a world where faith in
institutions is at a record low. But as
cryptocurrencies are seen by many as a
way to evade taxes and fund fraudulent
or criminal activity, the principal threat
that we see to their widespread adoption
is government intervention.
An example of how regulation can affect
the value of Bitcoin came at the end of
December when South Korea announced
a range of measures intended to curb
abuses of digital currencies. South Korea
is one of the biggest users of Bitcoin,
reportedly 20% of Bitcoin transactions
originate there, and the value of Bitcoin
fell by about 11% after the announcement.
This still left Bitcoin up by a staggering
1,400% over the year, but demonstrates
the dangers of volatility, especially for
anyone considering investing now.
There are also indications that some
countries are thinking about issuing
government-backed cryptocurrencies
based on blockchain technology.

Countries like Israel, Russia or Sweden
among others are thought to be
examining the possibility of having a state
sponsored cryptocurrency. If Bitcoin’s
value was mainly derived from its use as a
means of circumnavigating regulation, its
value is unlikely to stay high for long.
GOLD, OR TULIP?
If not for its money or payment system
characteristics, then what has been
driving the price of Bitcoin? Our analysis
shows very little correlation between
Bitcoin and traditional safe haven assets.
This suggests that the rise and fall in price
has little to do with risk or economic
sentiment and is being driven purely by
speculation. Buyers of Bitcoin act as if
they were only concerned about selling
at a higher price, something reminiscent
of bubbles.
This impression is reinforced by Bitcoin’s
market characteristics. It has very low
liquidity compared to other currencies,
the average daily trading volume for
Bitcoin is about $1.5bn, compared to
about $40 bn for Mexican Peso or $30bn
for Korean Won.
Its breadth is also very narrow with
about 2% of Bitcoin wallets holding
95% of the Bitcoins in existence, in the
meantime 97% of users own less than a
single Bitcoin. This is a very dangerous
circumstance for anyone holding
Bitcoins, as the price is very vulnerable
to manipulation. It would only take a few
comparatively small transactions by a few
individuals to see the price plummet.
As it stands, the division between
believers and sceptics is also a division
between retail investors on the positive
side, and institutional investors on the
negative. While this may be an example
of the establishment protecting itself
against the new disruptive technology,
it’s surely significant that professional
investors have remained on the side lines
and have been unwilling to make any
significant bet on Bitcoin.
In the struggle between believers and
sceptics, we remain firmly on the side
of the sceptics. Bitcoin’s value does not
seem justified by its role as money,
payment system or commodity
and we struggle to assign a fair
value to it. While some form
of cryptocurrency might, in
the future, co-exist with
traditional currencies, it is
our view that Bitcoin,
in its current form is
unlikely to be one
of them.
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EVERY STEP YOU TAKE
The Ministry of Justice (MoJ) is
considering the fairness of the process
for obtaining a county court judgment in
default against a debtor. Walker Morris’
Banking Litigation partners Andrew Beck
and Rob Aberdein explain.

FAIRNESS
FOR CREDITORS
AND DEBTORS
CONSULTATION
ON DEFAULT
COUNTY COURT
JUDGMENTS
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DEFAULT JUDGMENTS: FAIRNESS FOR
CREDITORS AND DEBTORS
Back in 2016 the UK Government
announced that it would seek views on
improving the process currently in place
by which businesses or individuals who are
owed money seek to recover it through
the county court in England and Wales.
The Government’s aim is to ensure that
the process for debt recovery strikes the
right balance between the legitimate right
of a business or individual creditor to
pursue its money claim on the one hand;
and the right of a debtor to be afforded
the proper opportunity to learn of, and
defend, that claim, on the other.
Currently, where a defendant fails to
respond to a county court money claim,
the claimant creditor can apply for a
judgment to be entered against the
defendant ‘in default’. That judgment
can then be enforced against the debtor
and it is likely to affect the defendant’s
credit rating.
In some cases the defendant will fail
to respond to the claim because it
is deliberately avoiding payment,
however in many cases it may
be because the defendant
is genuinely unaware
of the claim. Amid
concerns that the
process is open

to abuse, for example by unscrupulous
creditors giving addresses which they
know to be incorrect, old or out of
date, for service of court papers on the
defendant, the MoJ has canvassed views
on the effectiveness and appropriateness
of the current process.
PROPOSALS FOR IMPROVEMENT
The MoJ has engaged with a wide range
of stakeholders from the advice sector,
the debt management sector and from
other Whitehall departments to look
at ways to protect consumers better,
including protecting their credit ratings
from being damaged. Its consultation,
which closed on 21 February 2018, set
out proposals for informing the public
of their relevant rights and responsibilities.
In particular, proposals include:
• suggestions for the steps that customers
should take to keep creditors up-to-date
with their contact details
• striking a county court judgment from
the Register of Judgments, Orders and
Fines if a defendant immediately pays
a judgment in full once it is brought to
their attention and the court is satisfied
that they were originally unaware of the
claim and judgment
• a government led information campaign
to raise awareness and to help people
deal with unresolved debts.
The Law Society has responded to
the consultation to confirm its broad
agreement, but has also suggested
additional sign posting for customers
of how and when they might be able
to set aside default judgments (and the
importance of obtaining legal advice),
additional e-mail claim/judgment
alerts for customers who have provide
e-mail addresses when signing credit
agreements, and the implementation
of a Financial Conduct Authority-style
‘Treating Customers Fairly’ regime into
pre-action conduct in all debt recovery
cases. The Law Society has also
suggested changes to the Debt
Pre-Action Protocol if any official
guidance for consumers is produced
as a result of the MOJ’s consultation.
Following consideration of this and all
other consultation responses (which is
currently ongoing), the UK Government
and the Civil Procedure Rules Committee
will consider whether any changes to
the existing law and procedure are
required. Any such changes are
likely to apply to all money claims
and the outcome will therefore

be of interest and importance to anyone
involved in the county court debt recovery
process. Walker Morris will monitor and
report on developments.
PRACTICAL ADVICE
In the meantime, in our opinion, there
is no point seeking a judgment unless
you believe that there is a reasonable
prospect of it being successfully enforced.
It may be unwise for a claimant to
commence proceedings without knowing
a defendant’s current address, as this may
mean that they are unaware of their assets
and likely enforcement strategy.
Indeed, before embarking upon any
enforcement action, claimants would be
well-advised to bear in mind the following
practical considerations:
• is payment of the judgment actually
overdue and has the defendant debtor
been given a proper opportunity to pay
(via the judgment being served at an
address which is known to be current
and correct)?
• if the judgment does not specify a time
for payment, it is 14 days from the date
of the order. However, if the defendant
was not at the hearing, it might be
sensible to allow 14 days from the date
of service, before spending time and
money on any further steps
• has the defendant taken any action to
appeal the judgment, to seek a stay of
execution and/or to have the judgment
set aside? It may not be worth taking
further steps until any such applications
have been resolved
• how old is the judgment? Under
section 24 of the Limitation Act 1980
an action cannot be brought on
any judgments after the expiration
of six years from the date on which
the judgment became enforceable
(although ‘action’ means a fresh action
and does not include proceedings by
way of execution.) However, delay may
have practical implications regarding
interest and availability of assets, and
delay might mean that a judge is less
inclined to exercise discretion to grant
particular enforcement action, such
as charging orders or permission to
issue a warrant of control on a
judgment that is over six years
old, for example
• has the claimant carried
out an up-to-date
check to ascertain
the defendant’s
assets?

Is taking any further action likely to be
financially worthwhile? Knowledge of
the defendant’s current address will
be essential if such checks are to be
effective:
• consider undertaking a credit check
prior to enforcement to ascertain the
best procedure to follow
• undertake a search of the property
address to see if the defendant
owns that
• check the insolvency register. If
bankruptcy or any other insolvency
process is afoot, there are statutory
restrictions which may prevent a
claimant from taking enforcement
action
• if a claimant is getting no information
from the defendant it can apply for an
order that the judgment debtor attend
for questioning about his assets. That
requires answers to be given on oath
to a court officer
• consider checking with the court
whether there are any any attachment
of earnings orders in place which
might take precedence over the
claimant’s right to receive payment.
In our experience, the most popular
enforcement methods across England
and Wales are: Warrants of Control;
Attachments of Earnings; and Charging
Orders. Successful enforcement by
each of these methods is usually
enhanced when a defendant’s
whereabouts is known. Using
a defendant’s address that a
claimant knows is incorrect
could, in effect, be
throwing away good
money after bad.
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The question of whether or not the
Financial Conduct Authority (FCA) is
a price regulator is a regular point of
discussion.
The usual riposte from the regulator is a
straightforward ‘no’, but is it increasingly
straying into the realms of price
regulation? Rory Percival, whilst still at the
regulator, was quoted as saying: “we are
not a price regulator, it is not for us to
tell firms how much they can charge or
whether they are giving value for money.”
I’m not sure I entirely agree. The question
of price and value are intertwined, and the
FCA’s recent study into general insurance
value measures is just one example of
the focus the regulator places on value.
The value measures looked specifically
at claims frequencies, claims acceptance
rates and average claims pay outs for
general insurance products across home,
home emergency, personal accident and
key cover in a bid to discern whether
customers received value for money.
The FCA expects that the combined
pressure generated by publicity, potential
changes in wider consumer behaviour
and peer review (with firms comparing
their data to other firms) will provide
an incentive to firms to improve
the value of the services they
offer customers.

The FCA has also recently scrutinised
32 providers of easy access savings
accounts and cash ISAs as part of its
programme of work known as the
‘sunlight remedy’. A regular exercise which
looks to highlight the worst value bank
savings products and help customers to
compare and contrast accounts directly.
Towards the other end of the scale,
away from disclosure, we have of
course seen the regulator intervene with
price interventions and caps, a form
of price regulation. Moves to cap fees
and charges were made in relation to
workplace personal pension schemes in
2015, and early exit pension charges in
2016. Within the consumer credit market,
the regulator moved to cap the cost of
payday lenders and other providers of
high-cost, short-term credit (HCSTC).
The price cap is set at 0.8% per day for
all HCSTC loans (inclusive of interest and
fees). Fixed default fees are also capped
at £15, with a total cost cap of 100%,
ensuring that borrowers never pay back
more than the amount that is borrowed.
THE RELEVANCE TO CONSUMER CREDIT
The regulator, as part of its ‘Feedback
Statement 17/2, high cost credit and
review of the HCSTC price cap has
continued to focus on arranged and
unarranged overdrafts, rent-to-own
products, home collected credit and
catalogue credit as being primary areas
of concern.
In relation to unarranged overdraft
charges, many firms have already made
moves to limit or remove such charges,
in anticipation of future action from the
regulator. For the rent-to-own market,
the FCA is known to be gathering further
evidence in relation to pricing strategies
used, particularly for add-on products,
where the concern is that consumers do
not fully consider the cost or value of such
products ahead of purchase.
In home collected credit, the regulator is
focusing specifically on repeat borrowing
and refinancing, with concerns that
interest on amounts originally borrowed
may be higher when compared to taking
out separate loans.
Finally, in relation to catalogue credit,
the focus from the regulator is on
charging structures and repayment
options and the inherent,
underlying complexities
evident within the market.
Other actions which have
been taken by the
regulator include the
work conducted
in relation to

the credit card market study. This includes
prompting customers to make faster
repayments or proposing repayment plans,
as well as intervening earlier if customers
are struggling to repay. The market
study also makes it clear that where a
customer cannot afford any of the options
proposed, firms must take further steps
to assist customers to repay the balance
in a reasonable period, for example,
by reducing, waiving or cancelling any
interest or charges. The FCA expects that
the savings would peak in the first few
years of the proposed rules being in place,
at between £310m and £1.3bn per year.
The FCA is expected to provide firms
with a substantive update in May 2018 on
its work into the high cost credit sector,
setting out its own analysis of the areas
above. Will there be further action in
relation to price regulation? This remains
to be seen.
COMPETITION AND PRICE – THE NEW
BATTLEFRONT?
With so much focus on price and value
in contemporary regulation, it’s clear
that the regulatory landscape is evolving
quickly, likely in part driven by the FCA’s
competition objective. When competition
is effective, the FCA believes that clients
can choose between suppliers, putting
pressure on firms to meet their needs as
efficiently as possible, and also helping to
drive lower prices, increased innovation,
better quality and wider choice. Ultimately,
it is viewed as being good for consumers.
A recent speech delivered to the Social
Market Foundation by Mary Starks, FCA
director of competition and economics,
outlined how the enduring notion that
‘competition is always preferable to
price control’ is now being seriously
challenged across the political spectrum.
She cited the fact that we have seen
the re-emergence of price controls for
pre-payment customers in energy, and a
lively debate about extending caps further
as evidence of this.
The FCA has made it clear that: “fixing
or capping prices can have very serious
unintended consequences, including
undermining the very intent of the
policy and fuelling black market or other
criminal activity”. The FCA also noted that
policymakers should review price caps
regularly to make sure they work
as intended.
The speech also made it clear that price
regulation is often driven by politics
(as is widely understood to be the
case in relation to the high-cost, shortterm credit cap). The FCA noted in this
instance that competition on price was

weak, and borrowers were not ‘shopping
around’ which drove the regulator to act,
with consumers now paying less for loans
and increased ability of consumers to
repay borrowing on time.
HOW MIGHT THE FCA USE PRICE
REGULATION IN THE FUTURE?
This is the burning question that many
financial services firms now ask. Price caps
are clearly the exception not the rule. The
regulator has also made it clear that price
caps will only be imposed if attempts to
boost competition have failed.
The regulator clearly has a variety of tools
available in relation to price, ranging from
headline price caps, to caps on the price
of default options, and from banning
price discrimination to capping small print
fees and charges. Notably, each method
has been used in recent years, but only
once. I think it’s still fair to say that price
regulation is used in only exceptional
circumstances. Finally, the regulator
believes that deciding on price controls
is the reserve of elected politicians, as
this then becomes a formal public
policy decision.
Ultimately, there will always be winners
and losers in relation to any form of price
control, but it’s clear that the regulator
will only consider price controls as an
avenue of last resort. However, with
the prospect of rapid changes in the
economic and political climate over the
short to medium term, the potential for
further price control measures may well
be expected to increase. Firms should
be actively reviewing pricing and value
strategies, to ensure they can be justified
and stand up to scrutiny. We are
aware of firms looking to actively
boost their product governance
processes to ensure consumers
are getting a fair deal,
ultimately reducing the risk
of retrospective remedial
action, complaints or
forced operating
model change.

FCA: WE ARE
NOT A PRICE
REGULATOR,
IT IS NOT FOR
US TO TELL FIRMS
HOW MUCH THEY CAN
CHARGE OR WHETHER
THEY ARE GIVING VALUE
FOR MONEY.

21

NEWS | BANKs

NEWS | BANKs

greater
clarity
going down
jumping in
BANK OF ENGLAND HINTS
AT EARLIER AND LARGER
RATE RISES
The Bank of England has
indicated that the pace of
interest rate increases could
accelerate if the economy
remains on its current track.
Bank policymakers voted
unanimously to keep interest
rates on hold at 0.5% at their
latest meeting. However, they
said rates would need to rise
‘earlier’ and by a ‘somewhat
greater extent’ than they
thought at their last review
in November.
Economists think the next
rate rise could come as soon
as May.
The value of the pound jumped
by about 1% against both the
dollar and the euro in reaction
to the Bank’s comments.
Higher interest rates have an
important effect on households
and the economy.
Around 8.1 million UK
households have a mortgage,
and of those almost half are on
either a standard variable rate
or a tracker rate. Interest rates
on those types of mortgages
would be likely to match any
increase in official rates made
by the Bank of England.
But for savers a move higher by
the Bank of England could be
a bonus, as High Street banks
generally have to raise their
rates of interest.

UK BORROWING FOR
THE YEAR TO DATE IS AT
ITS LOWEST LEVEL SINCE
THE FINANCIAL CRISIS,
ACCORDING TO THE
OFFICE FOR NATIONAL
STATISTICS (ONS)
Public sector net borrowing,
excluding state owned banks,
fell to £37.7bn between April
and January, down £7.2bn
on the comparable period.
It is the lowest figure for the
period since January 2008,
the ONS said. It added that it
is investigating the impact of
Carillion’s collapse on public
sector finances.
At the Budget in November,
the government’s independent
forecaster, the Office for
Budget Responsibility (OBR),
forecast that public sector net
borrowing would rise by £4.1bn
to £49.9bn in the financial year
to March 2018.
John Hawksworth, chief
economist at accountancy
firm PwC, said it now ‘looks
likely’ that public borrowing
will fall below last year’s figure
of £45.8bn and the OBR’s
expectations.
“This will be a welcome windfall
for the chancellor,” said Mr
Hawksworth. “But we would
expect him to bank it for now
rather than spending it in his
March Spring Statement, which
looks set to be a low key affair.
“The chancellor will want
to retain as much room for
manoeuvre as possible for
his next Budget in November,
bearing in mind ongoing
uncertainties around the
Brexit negotiations.”

suffragette
city?
BARCLAYS REVEALS
SHOCKING 43.5% GENDER
PAY GAP
Nicky Morgan, MP and chair of
the Treasury Committee, has
criticised Barclays after data
revealed that on average, its
female employees are paid half
as much as men.
The Bank’s 2017 gender pay
gap report revealed a median
hourly gap of 43.5% at Barclays
International.
The figures were even higher
for bonuses, with a gap of 73%
at the international division and
nearly 50% in the Bank’s UK
high street business.
Nicky Morgan MP, Chair of
the Treasury Committee,
said: “On average, women at
Barclays International are paid
half as much as men. For this to
be the case in 2018 is shocking.
“Barclays has signed up to the
Women in Finance Charter,
which commits signatories to
supporting the progression of
women into senior roles in the
financial services sector. One
way of reducing the gender
pay gap is to increase the
proportion of women in more
senior roles, so it appears that
Barclays is on the right track.
“As part of our ‘Women in
Finance’ inquiry, we will keep
a close eye on organisations
as they report their gender
pay gap before the April 2018
deadline.
“We may call for organisations
to give evidence to the
committee to hear about best
practice. Financial firms should
be prepared to explain any
gender pay gap that they
may have.”

a snails pace
UK BECOMES SLOWEST
GROWING MAJOR
ECONOMY AS GDP REVISED
DOWN TO 0.4%
The Office of National Satistics
(ONS) has revised down
Q4 GDP growth to 0.4%,
meaning the UK is now
the slowest growing major
economy in the world.
This is a 0.1% downward
revision from the ONS’s
preliminary estimate of GDP
growth, in part reflecting a
small downward revision to
the estimated output of the
production industries.
GDP was also downgraded
on an annual basis, increasing
by 1.7% between 2016 and
2017, a downward revision
of 0.1% from the preliminary
estimate and slightly lower
than the 1.9% growth seen
between 2015 and 2016.
The data shows that household
spending grew by 1.8%
between 2016 and 2017, its
slowest rate of annual growth
since 2012, in part reflecting
increased prices faced by
consumers.
John Dolan, senior dealer
at forex specialists FEXCO
Corporate Payments,
commented: “The unexpected
slowdown in UK growth
has been a reality check for
Poundwatchers.
“With the UK sliding to last
place in the G7 economic
leaderboard for 2017, early
indications are that 2018 is
off to a slow start too.
“With real wages continuing to
slide in the face of stubbornly
high inflation, weak retail sales
figures and stagnant levels of
business investment, the Bank
of England Governor’s talk
of two interest rate rises this
year is rightly being called
into question.

dealing
aces?

RETAIL BANKING - PRODUCT
GOVERNANCE REVIEW
The Financial Conduct
Authority (FCA) published, on
a webpage, the findings from
its thematic review of product
governance in small and
medium sized retail banks. The
FCA’s review involved a sample
of small to medium sized
banks and focused particularly
on how firms’ product
governance frameworks help
them identify and manage
the ongoing conduct risks
of their two year fixed rate
savings products. The FCA
did not seek to test how well
firms were complying with
its rules. Though the FCA did
not find any breach of rules or
guidance, it identified several
areas where firms can improve
their practices to help achieve
good outcomes. They looked
at firms’ review processes
to assess:
• how firms identify and
respond to risks from both
their customers changing
needs and external factors
• whether firms’ product
governance frameworks
provide sufficient challenge
to their risk assessment
assumptions
• how these product reviews
identify potential customer
harm, provide effective
management information
and use customer feedback.
In particular, it found that some
firms need to strengthen their
product review processes or
provide greater clarity in their
product information.
Source: FCA, 5 March 2018

NEW CREDIT CARD RULES
INTRODUCED BY THE FCA

into the fold
MARK CARNEY CALLS FOR
REGULATION OF ‘FAILING’
CRYPTOCURRENCIES
Bank of England Governor
Mark Carney wants to bring
cryptocurrencies ‘onto a level
regulatory playing field’ as the
rest of the financial system.
In a speech at Edinburgh
University, Carney said that
although cryptocurrencies are
failing due to extreme volatility
and short value, banning them
risks foregoing potentially
major opportunities from the
development of the underlying
payments technologies.
He explained: “A better path
would be to regulate elements
of the crypto-asset ecosystem to
combat illicit activities, promote
market integrity, and protect
the safety and soundness of the
financial system.
“The time has come to hold the
crypto-asset ecosystem to the
same standards as the rest of
the financial system. Being part
of the financial system brings
enormous privileges, but with
them great responsibilities.
Carney concluded: “In my view,
holding crypto-asset exchanges
to the same rigorous standards
as those that trade securities
would address a major underlap
in the regulatory approach.”

The Financial Conduct
Authority (FCA) has published its
final policy statement on new
rules for the credit card market.
The FCA estimates the changes
will save consumers between
£310 million and £1.3 billion a
year in lower interest charges.
The new rules come into
force on 1 March 2018, but
firms have until 1 September
2018 to comply. The changes
will provide more protection
for credit card customers in
persistent debt or at risk of
financial difficulties.
The changes are being
introduced following a
comprehensive study of the
credit card market. The study
analysed the accounts of
34 million credit card
customers over a period
of five years, and surveyed
almost 40,000 consumers.
Christopher Woolard, director
of strategy and competition
said: “These new rules will
significantly reduce the
numbers of customers with
problem credit card debt. Credit
cards offer customers flexibility
to manage their finances and
repayments, but with this
there is a risk customers can
build up and hold debt over a
long period of time, without
making much headway on the
outstanding balance.
“Under these new rules firms
will have to help customers to
break the cycle of persistent
debt and ensure customers
who cannot afford to repay
more quickly, are given help.”

ample
warning
NEW OVERDRAFT ALERTS AS
CMA BANKING RULES COME
INTO FORCE
Banks will be required to warn
people before they slip into
overdraft as a result of new
rules coming into force.
In a rule change required by
the Competition and Markets
Authority (CMA) as part of its
Retail Banking Investigation,
banks must now set up an alert
system which will help their
customers avoid unnecessary
charges.
During its investigation, the
CMA found that banks receive
around £1.2 billion a year from
unarranged overdraft charges.
This new overdraft measure,
combined with the CMA’s
recent order to require banks
to publicly announce their
maximum monthly charges,
could create significant savings
for many bank customers.
A number of banks already
have alert systems in place,
but the new rules require all
banks to send these alerts,
through texts or a mobile
banking app, and to implement
other measures, such as a
grace period in which people
can transfer money into
their account to avoid
being charged.
The system will apply to
new customers straight away
and will roll out to all existing
bank customers over
February/March.

Source: financial reporter
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powerful
shaper
driving
forward
PAYMENT SYSTEMS
REGULATOR CONFIRMS
PLANS TO PROTECT VICTIMS
OF PAYMENT SCAMS
The Payment Systems
Regulator (PSR) has announced
the outcome of its consultation
on introducing a contingent
reimbursement model for
victims of authorised push
payment (APP) scams. An
industry code will be in place
by September 2018, paving the
way for victims of APP scams to
have better protection.
The consultation, which ran
from November 2017 to
January 2018, gave people the
opportunity to provide feedback
on the regulator’s plans.
It gathered opinions from the
payments industry, consumer
groups and individuals to make
sure the PSR could understand
how best to protect people
from APP scams.
There is broad agreement that
there is a need to better protect
people against APP scams and
reduce the harm they cause.
Now, following consultation,
the regulator is driving forward
plans to introduce a contingent
reimbursement model.
• new protections for
consumers to be in place
from September 2018
• consumer groups and
industry players support the
need for better protection
• reimbursement model to be
designed by a steering group
of consumer and industry
representatives overseen
by the PSR.

FCA TECHNOLOGY COULD
LEAD TO AUTOMATED
REGULATORY REPORTING
The Financial Conduct
Authority (FCA) is seeking
views on how technology
can make it easier for firms to
meet their regulatory reporting
requirements, after a new
concept was developed which
creates automated regulatory
reports.
The regulator has been
holding ‘TechSprints’ which
bring together financial
services providers, technology
companies and subject matter
experts to develop solutions to
regulatory challenges.
In November 2017, the FCA and
the Bank of England held a two
week TechSprint to examine
how technology can make the
current system of regulatory
reporting more accurate,
efficient and consistent.
Participants successfully
developed a ‘proof of concept’
which could make regulatory
reporting requirements
machine readable and
executable, creating the
potential for automated,
straight through processing of
regulatory returns.
The technology would
improve the accuracy of
data submissions and reduce
costs, which could also lower
barriers to entry and promote
competition.
The FCA has now launched
a Call for Input outlining how
this ‘proof of concept’ was
developed and asking for views
on how the FCA can improve
this process.
Christopher Woolard, FCA’s
executive director of strategy
and competition, commented:
“Technology is a powerful
shaper of financial regulation,
able to make compliance
simpler and more efficient.
Our TechSprints bring people
from across the financial
services world together to share
their collective knowledge to
solve common problems. We
look forward to working with
industry participants in the
coming months to drive these
ideas forward.”

an emerging
picture

taking
stock
take aim
FCA BOSS ANDREW BAILEY
FIRES WARNING SHOT
ACROSS BOWS OF CREDIT
INDUSTRY
The boss of the Financial
Conduct Authority (FCA)
Andrew Bailey warned that he is
willing to intervene in high cost
credit markets, in a shot across
the bows of UK lenders.
The FCA acted to clamp
down on credit card fees for
borrowers in persistent debt, in
a move it estimates will wipe as
much as £1.3bn off bank profits
every year.
The City watchdog, which
has a mandate to encourage
competition as well as
protect consumers, will “seek
to intervene to encourage
alternatives to high cost credit,
particularly those from the
‘mid-cost’ market”, Bailey
said in a speech at a black
tie dinner in London.
The FCA gained responsibility
for overseeing consumer credit
in 2014, but Bailey indicated
he still sees the need for big
changes to the market which
is too skewed towards higher
cost lending, rather than
mid-tier provision.
Bailey said: “I am not convinced
that currently we have an
appropriate system in this
country for the sustainable
supply of such credit.”
Consumer credit in the UK
has risen rapidly over the
past decade, with an annual
rate of growth above 9%, far
outstripping GDP growth, since
the start of 2016. The rapid
build-up has prompted serious
concerns, including at the Bank
of England, that the debt pile
could cause financial stability
issues for the UK economy.

FCA TO CONSULT ON
FUTURE OF FINANCIAL
SERVICES REGISTER
The Financial Conduct
Authority (FCA) will consult on
the future of the public register
of financial services firms and
individuals later this year, it has
confirmed.
The planned extension of
individual accountability rules
to almost all regulated firms
under the Senior Managers and
Certification Regime (SMCR)
will have significant implications
for the current register, as
responsibility for assessing the
fitness and propriety of all but
the most senior individuals will
shift from the regulators to
individual firms.
The FCA said that it had
received substantial feedback
during its SMCR extension
consultation on the public
value of a register of certified
employees and other important
individuals. These individuals,
who include non-executive
directors, financial advisers,
traders and portfolio managers,
will no longer appear on the
financial services register if
they are not senior managers
requiring FCA approval.
In response to this feedback,
the FCA will develop and
consult on policy proposals by
summer 2018.
The FCA also intends to update
the industry soon on plans
to improve the usability of
the register, in response to
feedback from MPs on the
Work and Pensions select
committee.

see me?
INDEPENDENT REVIEW OF
FCA BOARD EFFECTIVENESS
The Financial Conduct
Authority (FCA) has published
a report of an independent
review undertaken by
Independent Audit Ltd into the
effectiveness of the FCA board.
The review, which was carried
out towards the end of 2017, is
the third undertaken by the FCA
board, the previous ones were
undertaken in 2014 and 2015.
The report set out various
things to consider (termed
“things to think about”), which
were discussed within the
following broad themes:
• aligning of activities into
key strategic themes by the
executive
• increased engagement
with different areas of the
organisation
• exploring different ways
of engaging with external
stakeholders
• balancing its agenda in terms
of internal and external
matters
• further refinement of
the risk management
framework, including the
Board committees with
responsibilities for risk
• varying and clarifying the
format of different Board
sessions, formal and informal.
Additionally the report
included some topics for
further discussion which
had each been raised by
several interviewees. The
Board welcomed the report
and agreed that it was a fair
reflection of the way it was
currently operating. It accepted
all of the above broad themes
as being areas for potential
further improvement and steps
are in hand to give effect to
many of the suggestions made.

in the dog
house
FCA FINES PROVIDENT’S
VANQUIS UNIT £2M FOR
MISTREATING CUSTOMERS
The Financial Conduct
Authority (FCA) has fined credit
card lender Vanquis £1,976,000
for failing to disclose the full
price of its add-on product,
Repayment Option Plan (ROP).
The firm will also repay an
estimated £168,781,000
in compensation which
constitutes the amount of
the charges not disclosed to
customers when they bought
the ROP.
When selling the ROP, Vanquis
told customers how the
product worked and what
the monthly charge was but
did not inform customers
that the full cost of the
product included an interest
component where there
was an end of month unpaid
balance on their credit card.
Vanquis agreed with the
FCA to enter into a voluntary
requirement to suspend all new
sales of the ROP in April 2016.
Vanquis is a subsidiary of
Provident Financial, which
announced last year that
pre-tax losses would be
between £80m and £120m
for 2017 after a new business
model reduced profits.
Its CEO later stepped down
and a recovery plan was
launched, which included
conducting a Vanquis
customer contact exercise
relating to the sale of ROP.

FCA PUBLISHES UPDATE ON
HIGH COST CREDIT
The Financial Conduct
Authority (FCA) has published
an update on its work in the
high cost credit sector. The
update follows a Feedback
Statement the FCA published
in July 2017 which identified
key areas of concern with the
sector including overdrafts,
rent-to-own, home-collected
credit and catalogue credit.
Work undertaken since July
2017 has demonstrated an
emerging picture of the
case for intervention in a
number of markets but also
some limitation on what
can be achieved purely
through traditional regulatory
interventions.
As well as being prepared to
propose new rules where it
has the evidence that markets
are not working well for
consumers, the FCA is prepared
to look at solutions designed
to increase the choice and
availability of alternatives to
high cost credit. It will look at
the guidance given to social
landlords and others about
referring to cheaper sources
of credit and is also proposing
to work with government to
highlight examples of best
practice around alternative
models.

a man on
a mission
THE CONSUMER CREDIT
LANDSCAPE TODAY
Andrew Bailey, Chief Executive
of the FCA, delivered a speech
covering the Financial Conduct
Authority (FCA) approach to
regulating consumer credit.
The highlights include:
• the FCA has been regulating
consumer credit for almost
four years and it continues
to be a key sector for
the FCA
• the FCA are looking at
developments in consumer
credit to ensure that lending
is affordable and sustainable
• the FCA recognise that
consumer credit is not a
monolithic market and they
are intervening on specific
products including credit
cards, overdrafts and rent
to own.
The full speech can be
found on their website at
www.fca.org.uk.

The FCA considers that it is
important to avoid negative
unintended consequences from
taking steps that might restrict
the availability of credit to those
consumers who are able to
repay it affordably.
Source: Credit Connect

Source: financial reporter
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single
switch
get your
skates on
ICO SUPPORTS FEDERATION
OF SMALL BUSINESSES
CAMPAIGN TO HELP SMALL
BUSINESSES TO PREPARE
FOR THE GDPR
The Federation of Small
Businesses (FSB) has launched
a campaign, supported by the
Information Commissioner’s
Office (ICO), urging small
businesses to prepare for
the General Data Protection
Regulation (GDPR).
New research by the FSB
found that over a third (33%)
of small businesses have not
yet started preparations for the
new laws, whilst a third (35%)
are only in the early stages of
preparations that come in to
effect on 25 May. For those
organisations that are starting
to prepare, more than half
(52%) said they will come to
us, the ICO, for advice.
Information Commissioner,
Elizabeth Denham, said:
“The report tells us that many
small and medium sized
organisations are preparing for
the new data protection laws
but some still have to make a
start. The ICO’s website offers
a number of ways in which
organisations of all sizes, and
all sectors, can self serve to
get the help they need. We
will study the survey findings
carefully to see if we can
improve the help we offer.
“We also know that many
representative bodies and
sector associations are also
providing excellent GDPR
advice and support for
their members.”

a structured
approach?
NEW MODEL ANNOUNCED
FOR FUNDING THE DATA
PROTECTION WORK
OF THE INFORMATION
COMMISSIONER’S OFFICE
The Government has
announced a new charging
structure for data controllers
to ensure the continued
funding of the Information
Commissioner’s Office (ICO).
The new structure was laid
before Parliament Tuesday
20 February as a Statutory
Instrument and will come into
effect on 25 May 2018, to
coincide with the General Data
Protection Regulation.
Until then, organisations are
legally required to pay the
current notification fee, unless
they are exempt.
To help data controllers
understand why there’s a
new funding model and what
they’ll be required to pay from
25 May 2018, the ICO has
produced a Guide to the
Data Protection Fee.

URGENT TRANSITION
PERIOD AGREEMENT
NEEDED FOR SMALL
BUSINESSES
Responding to a speech from
Secretary of State for Exiting the
European Union, David Davis,
Mike Cherry, National Chairman
at the Federation of Small
Businesses, said: “The UK’s
5.7 million small businesses
will be satisfied with the
Government’s drive for a
speedy agreement of a time
limited transition period based
on the current terms of access
to the EU single market and
customs union.
“It is vital that businesses have
the certainty that they will
only have to manage one set
of rule changes as we leave
the European Union. A single
switch will provide firms with
the time needed to adapt and
prepare to new arrangements
post-Brexit.
“Negotiating the future trading
relationship with the EU is of
critical importance with 63%
of small businesses seeing it
as a priority market. However,
many firms see the potential
and growth opportunities that
new trade deals with emerging
markets and commonwealth
nations can yield. Our
research shows how the
English language as the global
language of trade means that
English speaking nations should
be high on the priority list.
“I hope that the European
Union agrees with the UK
Government and gives them
the freedom to be able to
negotiate these new trade deals
during the transition period.
This will help ensure that any
new trade agreements are
developed robustly and include
the right support which allows
small businesses to access the
full benefits. Every free trade
agreement should include
a small business chapter.”

from both
sides

blocking
the flow
no stabilisers?
FINANCIAL SERVICES COULD
DESTABILISE POST-BREXIT,
LORDS EU COMMITTEE
WARNS
The UK and EU risk market
fragmentation and financial
instability if they can’t agree a
deal on market access once the
UK has left the EU, the House
of Lords EU Financial Affairs
Sub-Committee has warned.
It says the Government must
urgently clarify what outcome
it wants from phase two of EU
negotiations and on transitional
arrangements, or firms will
be forced to activate costly
and potentially irreversible
contingency plans.
The committee is urging the
Government to continue
to adhere to international
standards and to ensure the
continuity of contracts that
will need to be serviced
beyond Brexit.
The report said: “The
Government should develop a
comprehensive architecture for
the future domestic regulation
of financial services. Any future
regulatory regime will likely
result in a significant increase
in the powers of domestic
regulators to determine rules
and provide non-statutory, but
binding, guidance. It is vital that
Brexit, in transferring powers
to domestic regulators, should
not result in an unintended
deficit in democratic scrutiny
and accountability.”

HMRC CREDIT CARD BAN
LEAVES SELF-EMPLOYED
AND SMALL BUSINESSES
SEEKING FUNDING
Following the deadline for tax
returns, there are thousands
of taxpayers across the
country, from self-employed
consultants to limited
companies, facing urgent bills.
However, news earlier this
month that HMRC have
banned credit card payments
has come as an unwelcome
surprise for many.
According to HMRC, in 2016-17
there were 454,000 personal
credit card tax payments worth
a total of £741m, suggesting
that there could be close to
half a million people currently
struggling with ways to pay.
Richard Tugwell, a director
at specialist lender Together
said: “This news will be a
shock for some that had
anticipated paying on credit
card. However, there are other
alternatives. For example,
bridging finance can be raised
as a short term solution, which
could work where it’s just a
temporary cash flow situation.
Alternatively, a secured loan
might be an option for those
that want a longer term
loan but don’t want to affect
their mortgage terms with a
remortgage, and can choose
a flexible timescale to suit.

CREDITWORTHINESS
ASSESSMENTS

lucky seven…
ASSET FINANCE MARKET
RECORDS SEVENTH
CONSECUTIVE YEAR OF
GROWTH
New figures released by
the Finance and Leasing
Association (FLA) show that
asset finance new business
(primarily leasing and hire
purchase) grew by 5% in 2017,
the seventh consecutive year
of growth. New business in
December 2017 increased by
4% compared with the same
month in 2016.
The plant and machinery
finance and commercial vehicle
finance sectors reported new
business up in 2017 by 12% and
1% respectively, compared with
2016, while new finance for
business equipment was up by
7% over the same period.
Commenting on the figures,
Geraldine Kilkelly, Head of
Research and Chief Economist
at the FLA, said: “The asset
finance industry reported a
record level of new business
of almost £32 billion in 2017,
despite challenging economic
conditions and subdued
business investment growth.
“The latest figures also reveal
that asset finance is a vital
source of funding for SMEs
when investing in business
equipment and machinery.
Of the total asset finance new
business in 2017, £18.6 billion
went to SMEs, 12% higher than
in 2016.”

The Financial Conduct Authority
(FCA) are proposing changes
to the rules and guidance on
assessing creditworthiness
including affordability, in
consumer credit, to clarify
their expectations of firms.
This applies to consumer credit
lenders, peer-to-peer platforms,
and trade bodies representing
these firms.
The FCA’s research findings
have confirmed that most
firms do consider affordability
in some form, and appear to
have implemented relevant
processes, the majority of
which appear appropriate.
However, practices were found
to vary considerably, given
the challenges in assessing
affordability in light of a
customer’s financial situation.
There was evidence of both
under compliance with the
rules but also of firms having
procedures which may
be unnecessarily costly
or restrictive.
In light of this, they are seeking
to amend the rules and
guidance to clarify what they
expect of firms in assessing
creditworthiness.
Early indications show the FCA
are looking for firms to have
a twofold creditworthiness
assessment comprising
both risk (to the lender) and
affordability (for the customer).

shocking
response
SMALL FIRMS STILL WAITING
ON £300M IN EMERGENCY
BUSINESS RATES SUPPORT,
300 DAYS AFTER LAUNCH
Responding to new research
from Gerald Eve indicating that
over 40% of the £175 million
allocated to councils for the
year ending March 2018 from
the Chancellor’s £300 million
business rates hardship fund
is yet to be passed on to local
firms, Federation of Small
Businesses (FSB) National
Chairman Mike Cherry, said:
“It’s hard to believe that small
firms hit by last year’s bruising
business rates revaluation are
still waiting on what, at the
time, was dubbed ‘emergency’
support more than 300 days
and ten months after it
was launched.
“The small business community
was indeed facing an
emergency this time last year.
Our research showed that one
in five firms facing business
rates hikes were planning to
sell, hand-on or close their
business. The Chancellor’s
£300 million hardship fund
offered a small glimmer of
hope. For many, it’s proved to
be false hope.
“What’s really shocking is that
in some cases you have the
Government confirming that
councils have emergency
schemes in place, when in
reality they’ve given out very
little, and in some instances
none, of the money they’ve
been allocated.
“And of course there’s no
guarantee that councils will
have access to their year one
allocation once we get to April.
Many local authorities have
designed great emergency
support schemes, enabling
them to get their allocation out
to the firms that need it months
ago. If some can get their
houses in order, they all can.”
Source: CCR
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open for
business
out in the cold
GOVERNMENT TO PUSH
THROUGH PENSION COLD
CALLING BAN
The Government has stressed
its priorities for the Financial
Guidance and Claims Bill,
aiming to push through a ban
on pension cold calling “as
quickly as possible”.
In its response to a Work and
Pensions Select Committee
report, the Government says:
“We agree with the committee’s
aim of finding an alternative,
quicker way to ban pensions
cold calling”.
Alongside the committee’s
recommendations for a ban
on pensions cold calling, it is
also seeking changes to the Bill
which would require people
to receive or expressly refuse
guidance before they can
access their pension pot.
The Government has also
agreed with the suggested
amendment which seeks to
strengthen the nudge towards
pensions guidance, stating that
it is committed to finding ways
to reach more people and
continue to deliver an effective
service.
It noted the development of
the pensions dashboard which
will allow savers to see all of
their pension entitlements in
one secure, online location,
and reiterated its plans to raise
awareness of the Pension
Wise service.
However it agreed that the
Financial Guidance and Claims
Bill 2017 should be amended to
ensure that people either take
or expressly refuse guidance
before they can access their
pension savings.
Source: financial reporter
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PAYMENT SYSTEMS
REGULATOR RESPONDS TO
LINK’S ANNOUNCEMENT TO
CHANGES TO THE UK’S ATM
NETWORK
The Payment Systems
Regulator (PSR) has welcomed
the additional measures
that LINK has said that it
will introduce following its
consultation. The regulator had
three key requirements of the
operator’s proposals to ensure
consumers continued to have
widespread free access to
cash. These were:
• a commitment by LINK
to do whatever it takes to
protect the current broad
geographical spread of
free-to-use (FTU) ATMs
• that any cuts in interchange
must be incremental and
accompanied by close
monitoring by LINK to
understand the impact on
the overall ATM estate,
with action taken by LINK
where the impact is not as
expected
• for a greater focus on
the Financial Inclusion
programme, to continue to
fill gaps in the FTU network.
While LINK’s announcement
on its decision following its
consultation has addressed
these points, the regulator will
continue to actively monitor
developments. The PSR will
require LINK to report to it
monthly on the impact of its
decision and on the action that
LINK has taken to address any
unexpected negative impact
on the FTU network. If any
protected ATM is due to close,
the regulator is keen to ensure
there is a quick transition to
a new operator without any
adverse effects on consumers.

up, up
and away
CONSUMER CONFIDENCE
CONTINUES TO RISE
UK consumer confidence
has continued to rise, data
from YouGov and the Centre
for Economics and Business
Research finds.
The latest analysis shows that
the YouGov/Cebr Consumer
Confidence Index stands at
108.7 this month, up from 108.5
in February. However, while any
score over 100 means more
consumers are confident than
unconfident, it is still yet to
recover from the notable drop
in November 2017 and has yet
to return to the levels it enjoyed
before the EU referendum.
YouGov collects consumer
confidence data every
day, conducting over
6,000 interviews a month.
Respondents are asked about
household finances, property
prices, job security and
business activity, both over
the past 30 days and looking
ahead to the next 12 months.
The data shows that four
measures have improved
in February while four have
declined. Both measures of
confidence in house values
declined, moving them
further away from their post
EU referendum highs of this
time last year. Homeowners’
confidence in house values,
both over the past 30 days and
in the coming 12 months, have
declined, as have expectations
for household finances over the
coming year. However, forward
looking job security for the next
12 months is at its highest level
since September 2015.

the right
balance
NEW RESEARCH ON DEBT
ADVICE AND VULNERABILITY
LAUNCHED
A new research project has
launched looking at how the
debt advice sector supports
people in vulnerable situations.
Conducted by University of
Bristol’s Personal Finance
Research Centre (PFRC) in
partnership with the Money
Advice Trust and the Money
and Mental Health Policy
Institute and grant funded by
the Money Advice Service, the
research involves a large scale
survey of UK debt advisers’
experiences with vulnerability
and advice.
Central to the research is
the gathering of first hand
experiences of frontline
debt advisers, who are often
working with people with
complex needs such as serious
illness, or wider life events
like substance addictions
or gambling problems.
Working with the advice sector
and other experts, findings
from the survey will inform the
development of new guidance
and practical tools to help
frontline debt advisers to further
support their clients.
Currently very little evidence
exists about the experiences,
views and working practices
of frontline debt advisers
when working with people in
vulnerable situations. The study
aims to collect new data to
better understand the scale and
nature of the challenges they
face and to help target support.
Debt advice organisations from
across the sector have already
committed to participate in
the research. PFRC, the Money
Advice trust and Money and
Mental Health are encouraging
all debt advisers to get involved
in the survey to share their
experiences.

the purse
strings
CITIZENS ADVICE CALLS FOR
ACTION ON HIGH COST
CREDIT AS HOUSEHOLDS
FACE GROWING INSECURITY
Matthew Upton, head of
consumer policy at citizens
advice, will give evidence
to the Treasury Committee
as part of its inquiry into
household finances.
The national charity says
households are facing growing
insecurity due to more
unpredictable incomes and
have less financial resilience
as a result of a lack of savings,
inflexible budgets and high
levels of debt.
A Citizens Advice report
released revealed people
struggling on volatile incomes,
such as those on zero-hour
contracts or in part-time work,
are five times more likely
to turn to high cost credit
products such as rent to own
and doorstep lending.
To protect consumers, the
charity is calling for the
successful payday lending
cap to be extended to other
high cost credit products so
that lenders do not charge
customers more than twice
what they borrowed.
Figures show:
• people using rent-to-own
products pay up to 400% of
the original credit value
• outstanding doorstep loan
debt has doubled since 2014
• more than one in ten
catalogue credit purchases
ends in default.
Mr Upton will give evidence
alongside representatives from
Stepchange and the Big Issue
Foundation.
Directors of Brighthouse,
Morses Club and The Cash
Shop will also appear before
the committee.

the only
way is up?
RESOLUTION
FOUNDATION:THE LIVING
STANDARDS OUTLOOK 2018
Key findings:
• typical incomes stagnated in
2017-18, and are projected
to grow slowly over the next
five years. Annual income
growth is expected to reach
only 1.3% by 2022-23, well
below the pre-crisis average
of over 2%
• low to middle income
working age households or
the ‘just about managing’
face three years of falling
or flat incomes. Over the
forecast period, the bottom
part of the working age
population is expected to
face relatively weak or even
negative income growth,
with higher and relatively
equal growth for the rest (at
least in proportional terms)
• pensions auto-enrolment
has successfully boosted the
number of pension savers.
But minimum contribution
rate rises in the next two
years place significant
downward pressure on
disposable income growth
for middle income working
age households
• inequality is projected to
increase after 2016-17. On
some measures inequality is
projected to rise to record
highs by 2022-23
• rather than the strong
income growth at the top
of the distribution which
widened inequality in the
1980s, the next five years
are typified by the poorest
working age households
getting left behind
• this dismal outlook is driven
by a combination of weak
real term pay growth and the
increasing impact of large
scale cuts to working age
benefits, and comes despite
a progressive outlook for the
distribution of pay thanks to
the National Living Wage.

par for
the course
REPORT: LIFE ON CREDIT THE NEW NORMAL
GK Strategy and onefourzero
have published a report on
the current use of consumer
credit by analysing demand
for credit cards and overdrafts.
Key findings:
• despite a slowdown in
consumer credit growth
overall, demand for
overdrafts is increasing
rapidly, with 23% year on
year growth in 2017. There
was a huge spike in demand
for overdrafts in November
2017, with a 46% increase
in demand compared to
November 2016
• demand for types of credit
vary dramatically by region.
Demand for credit cards
is heavily concentrated in
the South East of England,
whereas overdrafts are most
in demand in the North of
England

playground
politics?
IEA RELEASES REPORT ON
FINANCIAL SERVICES AND
THE BENEFITS THEY BRING
TO ALL
The much maligned financial
services industry is a crucial
part of everyday life. Contrary
to popular misconceptions,
its greatest benefits are felt by
the less well off and middle
classes. The economic
function of the financial
services industry is to reduce
transaction costs for saving, for
protecting against major risks,
providing for an income in old
age, acquiring capital to start a
business and for making every
day transactions. The costs of
these things for most people
would be prohibitive without
the modern financial services
industry.

• consumer credit is entering
the mainstream: consumers
are using credit to
supplement the rising costs
of living, rather than using
credit as a last resort

A new report from the Institute
of Economic Affairs (IEA)
debunks the commonly held
idea that financial services
are socially useless, and
demonstrates that, despite
having intangible outputs, the
sector is vital to consumers
regardless of income.
Moreover, the oft-proposed
remedy, increased statutory
regulation, may heighten rather
than mitigate the exposure
of taxpayers and households
to recessions and speculative
bubbles.

• increased consumer
demand and regulatory
interest provides an
opportunity for new products
and services which offer
better rates for consumers,
greater transparency and
predictability and promote
financial inclusion and good
financial health

The financial services industry
is one of the UK’s most
productive and the increased
regulation of the sector has
contributed to the decline
in productivity. Half of the
UK’s financial services output
is exported, thus helping to
finance the import of (mainly)
manufactured goods.

• demand for credit cards
shows significant seasonal
variation, with marked
increases in demand in
January (20%) and July (10%),
indicating that consumers are
using credit as they struggle
to finance seasonal expenses

• providers risk increased
regulatory and political
scrutiny as a result of
increased demand,
particularly over their lending
policies towards vulnerable
customers.
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IMPROVED
TRANSPARENCY
A WIN FOR THE DATA
PROTECTION
OF UK CONSUMERS

ICO
UPDATE

ICO GUIDANCE
NOTES
The ICO has published an updated
Guide to the GPDR. The sections on
lawful basis for processing and rights
related to automated individual decision
making including profiling contain new
expanded guidance. The ICO has expanded
the page on personal data breaches and
updated the section on documentation with
additional guidance and documentation
templates. The ICO has also added
new sections on legitimate interests,
special category data and criminal
offence data, and updated the
section on consent.
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Author: Elizabeth Denham, Information
Commissioner.
WhatsApp signs public commitment not
to share personal data with Facebook
until data protection concerns are
addressed.
People have a right to have their personal
data kept safe, only used in ways that
are properly explained to them, and for
certain uses of their data, to which they
expressly consent. This is a requirement
of the Data Protection Act.
My office has just completed an
investigation, which commenced in
August 2016, into whether WhatsApp
could legally share users’ data with
Facebook in the manner they were
considering. In 2014 Facebook
acquired WhatsApp, which offers
an instant messaging service
for smartphones.

My investigation found:
1. WhatsApp has not identified a lawful
basis of processing for any such sharing
of personal data
2. WhatsApp has failed to provide
adequate fair processing information to
users in relation to any such sharing of
personal data
3. In relation to existing users, such
sharing would involve the processing
of personal data for a purpose that
is incompatible with the purpose for
which such data was obtained
4. If they had shared the data, they would
have been in contravention of the first
and second data protection principles
of the Data Protection Act.
I am pleased to state that WhatsApp has
now signed an ‘undertaking’ wherein
they have given a public commitment
not to share personal data with Facebook
until they can do so in compliance with
the upcoming General Data Protection
Regulation (GDPR), which comes into
force in May this year.
I reached the conclusion that an
undertaking was the most effective
regulatory tool for me to use, given the
circumstances of the case. As WhatsApp
has assured us that no UK user data has
ever been shared with Facebook (other
than as a ‘data processor’, as explained
below), I would not be able to meet the
criteria for issuing a civil monetary penalty
under the Data Protection Act.
As outlined in the undertaking, WhatsApp
has assured us that it shall not, from the

date of the undertaking, share personal
data with companies in the Facebook
family, for Facebook’s own purposes,
until it can satisfy the requirements of the
GDPR. It is also important to state that UK
consumers do not need to take any action
as a result of this update.
My investigation has not been concerned
about WhatsApp’s sharing of personal data
with Facebook when Facebook are only
providing a support service to WhatsApp.
The technical term for such sharing is that
WhatsApp can use Facebook as a data
processor. This is common practice and
if done consistently with the law, under
contract, does not generally raise data
protection concerns.
Data protection law does not prevent a
company from sharing personal data, they
just have to follow the legal requirements.
I therefore compliment WhatsApp in
signing this undertaking, which I believe
will build trust amongst their many UK
users. I would also like to stress that
signing an undertaking is not the end of
story and I will closely monitor WhatsApp’s
adherence to it.
There are two other interesting elements
to this investigation that merit mention.
The first is the possibility of WhatsApp
and Facebook sharing data and the broad
concerns raised both in the community
and the world of regulators. Concerns
about possible inappropriate data sharing
were raised by media reports, civil society
groups, and data protection authorities
globally as a result of WhatsApp updating
their terms and conditions and privacy

GDPR AND THE CREDIT INDUSTRY

RECENT DATA BREACHES

With the introduction of the General Data Protection
Regulation from 25 May 2018, lenders will need to review the
Fair Processing Notices provided to customers, which set out
how customers’ data will be used and processed.
The Credit Reference Agencies (CRAs) have worked together
to produce a standard Credit Reference Agency Information
Notice (‘CRAIN’), which sets out how data will be processed
by the three CRAs, Callcredit, Equifax and Experian. The CRAIN
has been drafted to comply with GDPR and seeks to inform
consumers in much more detail than has previously been the
case. It has been shared with the Information Commissioner’s
Office (ICO), which is comfortable with the approach taken.
Over 500 firms currently share data via the CRAs and so it
is important that a consistent approach is adopted when
informing customers about data processing.
The CRAIN seeks to deliver this consistency and it covers
data processing over the life of a credit agreement. CRAs will
be unable to share data with lenders who do not adopt the
CRAIN in its current format.

Four companies fined over spam texts
Four companies responsible for 44 million
spam emails, 15 million nuisance calls and
one million spam texts have been fined
a total of £600,000 by the Information
Commissioner’s Office. Barrington Claims
Limited was fined £250,000 for making
over 15 million automated calls, Newday
Limited was fined £230,000 for sending
over 44 million spam emails, Goody
Market UK Limited was fined £40,000
for 111,367 spam texts and Macclesfield
based TFLI Limited was fined £80,000 for
over 1.19 million spam texts.
Police body signs undertaking to
comply with law in UK
West Midlands Police has signed an
undertaking with the ICO to comply
with the Data Protection Act. The

undertaking commits the police force to
a raft of security measures, including risk
assessments, improved documenting of
procedures related to the distribution of
information, mandatory new staff training
and refreshed data protection training.
Company which made 75 million
nuisance automated calls in four
months fined
A company which made 75 million
nuisance calls in four months has been
fined £350,000 by the Information
Commissioner’s Office (ICO).
Miss-sold Products UK Ltd made the
automated marketing calls between 16
November 2015 and 7 March 2016. The
calls contained recorded messages,
primarily promoting PPI compensation
claims, but the company did not have the

policy. At the heart of these concerns
lies a desire for improved transparency,
control, and accountability, at a time when
personal data is ever more central to the
business models of key players in the
digital economy.
The issue was seized by European Data
Protection Authorities of which I am a
member. As Chair of the Article 29 Task
Force on WhatsApp-Facebook data
sharing, we actively worked with our
European colleagues to bring a common
focus and information base to our
investigation. The Article 29 Working Party
wrote collectively to WhatsApp to set out
our concerns in October 2017.
The Hamburg Commissioner of Data
Protection and Freedom of Information
issued a press release on 2 March 2018,
indicating that the Higher Administrative
Court (OVG) Hamburg had confirmed
his administrative order, banning
Facebook from using WhatsApp user
data for its own purposes. The French
data protection authority (CNIL) is in
the process of bringing enforcement
action against WhatsApp. Other EU Data
Protection Authorities also have ongoing
investigations.
The second element of interest is the
path ahead. The GDPR strengthens the
rules on what constitutes ‘consent’. It also
provides a stronger emphasis on effective
transparency and accessible information
for the public. This will be good news for
UK users of social media services. We will
be monitoring changes to WhatsApp’s
privacy and terms and conditions under
the new legislation.

recipients’ consent for making marketing
calls, which is against the law.
It also broke the law by failing to identify
the organisation making the calls, while it
used so called ‘added value’ numbers that
generate revenue when an individual calls
the number, which is then apportioned
and passed to associated companies and
the network carrier.
The ICO received 146 complaints from
the public about mis-sold products.
Some people were called on multiple
occasions.
Others said they were unable to opt out
of receiving the calls. Some expressed
further distress as they were concerned
that calls late at night may have been
from family members or those to whom
they provided care.
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LENDING WORKS CHOOSES CREDIT
KUDOS TO POWER NEW OPEN
BANKING INITIATIVE

HAMPSHIRE TRUST BANK FOCUSES
ON FURTHER IMPROVING BROKER
SERVICE

Credit Kudos and Lending Works announce a partnership
that creates one of the first commercial applications of
the new open banking standard, empowering customers
to instantly verify income in support of loan applications.
Credit Kudos, a challenger credit bureau, and Lending
Works, a fast growing peer-to-peer (P2P) lending
platform, are partnering to enable customers to benefit
from the UK’s Open Banking initiative, a secure way for
banking customers to take control of their financial data.
Credit Kudos automates the process of applying for
credit by removing the need to manually fill out forms
and upload documents. Lending Works is passionate
about delivering a game changing customer experience
for its personal loan borrowers. With this new partnership,
Lending Works’ customers can now use Credit Kudos
to populate forms, verify income and help demonstrate
creditworthiness instantly online, making it easier and
faster to apply and be accepted for loans.

29 January 2018 – Hampshire Trust
Bank, the specialist bank, has appointed
Nicola Fernandez (née Brown) as
Business Development Manager in its
Asset Finance team.
Nicola, who is based in Exmouth,
Devon, will focus on maintaining and
building broker relationships across
South West England and Wales.
Hampshire Trust Bank’s Asset Finance team has a
network of Business Development Managers across
the UK to provide additional support to the brokers it
works with.
Prior to joining Hampshire Trust Bank, Nicola worked
at GE Capital. Talking about why she decided to join
Hampshire Trust Bank, she said: “On my return to work
from maternity leave, I was looking for a new challenge
and a place I could make a difference and help support
a growing company.
“Hampshire Trust Bank is on a journey and what drew me
to the bank and the opportunity was the ability to be a
part of influencing and shaping how a company supports
the broker market. With exciting new developments
and a change in market for me,
2018 will be a one of learnings,
challenges and opportunities.”

LENDINGMETRICS TO LAUNCH FREE
OPEN BANKING SERVICES IN 2018
LendingMetrics, the UK Credit Reference Agency and
Fintech, is delighted to confirm the much anticipated
news that it will be launching a new Open Banking
solution, ‘Open Bank Vision’ in early 2018 and the
service will be free.
There will be zero setup fees, transaction fees, account
fees, or indeed fees of any nature.
The company also confirms this is not an introductory
offer, it is a long-term commitment and is not
conditional upon the purchase of other paid services.
The company is currently authorised by the Financial
Conduct Authority as a Credit Reference Agency and
aims to have AISP permissions from the FCA early in
2018.

EQUIFAX LAUNCHES COMMERCIAL
CREDIT DATA SHARING SOLUTION
TO SUPPORT SME LENDING
Equifax, the consumer and business insights expert, has
launched a new solution to support the Government
Commercial Credit Data Sharing (CCDS) initiative
seeking to stimulate competition and encourage new
entrants in SME lending, thereby addressing the shortfall
in access to finance.
The new Equifax solution gives lenders a comprehensive
picture of a businesses’ financial health to facilitate faster
and more informed lending decisions. As a government
designated credit reference agency under the data
sharing scheme, Equifax has access to new data sets
from leading business banks, including a view of cash
flow activity, debit and credit turnover, and minimum and
maximum average balances. The data will be provided to
lenders through Equifax Business Insights, which blends
commercial and consumer insights for the commercial
lending and credit market to optimise underwriting,
lending and validation
processes.
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REDLINE’S LOAN PLATFORM
POWERS SHAWBROOK AND
THE RAC’S NEW MOTOR
FINANCE PRODUCT
Redline’s direct-to-customer loan decisioning engine,
Cognition Direct, is powering an innovative new motor
finance product, RAC Flexiloan, launched last week by
Shawbrook Bank and the motor services company.
RAC Flexiloan allows used car buyers to defer a portion
of the borrowing until the end of the term, so typically
there’s a lower monthly repayment with a larger final
repayment in the last month. Unlike most dealer finance,
the car buyer owns the car from the start and there’s no
excess mileage charges to worry about.
Designed, built and implemented by Redline’s specialist
team, the online lending platform provides applicants
with a swift and engaging customer experience
culminating in a decision for the right loan product.
Contract agreements are administered and securely
executed by ID verified, advanced e-signature, courtesy
of Bonafidee.
Winner of The Financial Reporter Industry Awards for the
‘Best Unsecured Loan Lender 2017’, Shawbrook Bank
carried out a thorough external procurement process to
fully consider all relevant suppliers in the marketplace.
Ultimately, their decision to award the business to Redline
is testimony to the long-standing partnership between
the bank and the Tunbridge Wells
based software house.

THE WELCOM DIGITAL NEW
WEBSITE IS NOW LIVE
Welcom is excited to announce its new and refreshed
website is live.
The updated site showcases Welcom’s Financier
software for consumer and commercial loan
products. Financier helps financial services businesses
transform their end-to-end digital customer experience
incorporating origination strategies including web,
affiliates and loan comparison sites, automated credit
decisions, e-signatures and call centres.
By using new technologies and all
available data including social media,
lenders can make a much deeper
connection and offer personalised
credit products to their customers.

WELCOM DIGITAL – FINANCIER
Express Gifts Migration to Financier Lending Platform
Express Gifts has successfully migrated all its consumer
credit agreements to the Welcom Financier Lending
Platform, designed for large enterprises. As consumer
credit providers, Express Gifts offers existing and
potential new customers access to affordable credit
subject to a rigorous underwriting process that assesses
the credit worthiness, indebtedness and affordability of
each applicant.
Critically completed prior to peak season trading, the
data migration phase was the culmination of a successful
collaboration project between Welcom Digital and the
Express Gifts in-house team. Express Gifts configured
and customised new loan products, introducing a loan
lifecycle with integrated workflows taking full advantage
of Financier’s service orientated architecture and rich API
set to automate, extend and integrate with other systems
in a fraction of the time taken for the legacy system.
Express Gifts is working to introduce further credit
products providing increased flexibility and choice for its
1.7m active customers. As part of its digital transformation
strategy Express Gifts offers interest rates priced
according to risk for amounts that are affordable for each
customers’ individual circumstances.
The Financial Conduct Authority regulated Express
Gifts is a multi-channel online value retailer, part of the
Findel PLC group. Express Gifts, which primarily trades
as ‘Studio’, has 1.7m active home shopping customers
offering a revolving credit facility and regulated insurance
products. With revenue of £365m and operating profit of
over £30m, Express Gifts employs c.1500 people across
its sites in Accrington, Lancashire, and its offices in Hong
Kong, Shanghai and Clark (Philippines).
The Financier Enterprise Platform is the flagship product
from Welcom Digital, a specialist systems house based
in Harrogate, Pune and Bangalore. Financier is an end
to end loan servicing platform that supports a full range
of lending products including consumer digital loans,
retail line of credit and drawdown, personal loans and
commercial finance. Financier provides the
integrity, scalability and flexibility required
by credit providers and their intermediaries,
spanning all distribution channels and
delivery platforms.
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Credit broking permissions:
A frequent error

Culture and Governance - what does
it really mean?

We are increasingly seeing credit firms who, although regulated
by the Financial Conduct Authority (FCA), are engaging in credit
activities which are not covered by their existing permissions.
Often this arises because, in the period since authorisation, they
have extended their activities and not given consideration to
applying to vary their permissions.
The area where we see this the most is in relation to firms who
engage in credit broking. Whilst they may have the broking
permission required under article 36A of the FSMA Regulated
Activities Order 2001 they fail to consider whether they are
acting as a primary or secondary credit broker. We have seen
mistakes in a number of product areas, particularly store credit
and the motor sector. If a firm is a secondary broker then
in general they would have obtained a limited permission
authorisation whereas primary broking requires a full permission
authorisation.
In essence the FCA seek to distinguish between those brokers
who act as pure finance brokers (i.e. a primary broker) and
those where the broking is a secondary activity and is an
adjunct to the sale of goods or the supply of services by the
broking firm, for example a retailer introducing the customer to
a creditor to finance the goods they supply.
In the latter case, the FCA register will refer to a limitation
on the credit broking permission and show this as ‘limited
to secondary broking’. We have however seen firms who,
whilst they carry on secondary broking, also broker finance
unconnected to the sale of any goods or services by them.
They possibly forget over time that there is a limitation on the
broking activities they can undertake. As a result these firms
carry out an activity beyond the permission they hold and
which could lead to possible FCA action. They mistakenly think
that secondary broking arises only if it is a small part of their
business, this is not however the test.
This has consequences for some third party relationships where
the limitation has not been considered. For example, we have
seen cases where:
• a lender carries out due diligence on a new finance broker
for its panel relying on the fact that the broker has a credit
broking permission but fails to appreciate the effect of the
limitation to secondary broking
• a secondary broker has purported to appoint another firm as
its appointed representative to engage in credit broking where
the AR will in fact be undertaking primary credit broking.
There are occasions where the differences between primary and
secondary broking can be quite subtle but it is important that
firms get this right and seek advice if they are unsure about this.

As I am sure you will be aware there is currently clear
regulatory focus on persistent debt linked to credit cards, high
cost credit, young people with significant debt, vulnerability and
the ageing agenda to name a few areas. This focus reminds
us that despite years of Treating Customers Fairly and conduct
risk, remuneration and incentive reviews, sadly a proportion
of the financial services industry still find it difficult to grasp
the reality, treating the customer fairly is the most paramount
objective.
Andrew Bailey said last year: “Culture can be remarkably
resilient in the face of attempts to change it. However, if culture
is ignored then an opportunity is lost to tackle one of the major
root causes of conduct failures.
The answer is not to try to tackle the culture, but to act on
the many things that determine it, of which governance and
remuneration are important”.
One of the core issues we see is the challenge provided to the
senior leadership, whether it be one individual or a listed board.
Do they receive the right level of challenge for their strategic
and operational plans they implement, as they should?
I am not advocating the role of a Non-Executive Director (NED)
for every firm, the issue of bringing a NED or external adviser
in to the business may well be down to cost. That is why some
firms have set up customer advisory boards with customers
playing a key role in the strategic development of the business
or governance committees or simply someone who has
sufficient experience, gravitas, know how etc to sensibly get
you to reflect on what you are about to do.
We are waiting to see what the final extended Senior Managers
and Certification Regime will look like.
One thing that seems very clear, is that individual accountability
will become increasingly important, with senior managers having
a ‘duty of responsibility’ to take reasonable steps to avoid a
conduct failure.
Reasonable steps will involve the appropriate recording of
decisions, actions and delegations of the senior manager so that
is clear how a particular approach or strategy has been agreed.
Having the culture that welcomes the little whisper in the
ear that says: Why are we doing this? Who is really going to
benefit? Does this smell right? Would I sell this to my mother?
Can I explain this to the FCA supervisor, FOS or a judge?” These
are the sort of reasonable steps to be demonstrated. Whatever
the size of business there is room for challenge and the need
to embrace it.

Q&A
Joanne Davis
Head of Asset, Leasing and Consumer Finance, Locke Lord

QUESTION: I AM AN INDEPENDENT BROKER AND FINANCE COMPANY
AND OFFER A RANGE OF CREDIT AND HIRE PRODUCTS TO SMES. I STILL
FIND THE FCA REPORTING REQUIREMENTS CONFUSING. CAN YOU
CLARIFY THE RULES ON THIS FOR ME PLEASE?
ANSWER:
This is a very timely question as the Financial Conduct Authority
(FCA) have recently clarified the consumer credit reporting
requirements. As you will no doubt be aware, the annual
charge the FCA levies on consumer credit firms is based on
data submitted in the CCR002 or CCR007. The ‘Total Annual
Income’ reported by firms is used to calculate the regulatory
fees and levies for the following year.
WHAT TO REPORT
In your annual consumer credit return, you will be asked for
‘Total annual income’. The FCA use this figure to calculate firms
regulatory fees and levies for the following year.
RULES FOR CREDIT BROKING
You will need to include the commissions, fees and other
related income (such as administration charges and volume
bonuses) relating to regulated credit broking. This includes
situations where the customer ultimately enters into an exempt
agreement, such as a business use or high net worth exempt
agreement. Whether the agreement is exempt or not, is
irrelevant to the question of whether a broker is engaging in
regulated activity, therefore income derived from introducing
individuals and small partnerships (of three partners or less)
should usually be included in the calculation.
NO COMMISSION INCOME
Where you receive no commission income, or where you pay
a subsidy to the credit provider, firms should report using the
‘proxy’ measure of income. This is calculated as (5% + Bank of
England base rate) x (value of credit agreement). Where you
receive no commission or equivalent income, you should use
the value of the goods hired as the basis for the proxy measure.
RULES FOR LENDING (CREDIT)
You need to include the interest, fees, and other related
income, that relate to entering into, or exercising rights under,
regulated credit agreements.
If you sell goods or services on an interest free arrangement,
and you charge no fees or equivalent, you should report using
the ‘proxy’ measure of income. Interest free lending in 12 or
fewer monthly instalments is often exempt from regulation,
so should not be included, see instalment credit agreements.

CONSUMER HIRE AS OWNER
You should report any income that relates to or results from the
consumer hire agreement, even if these costs are not specified
within the hire contract (e.g. delivery and charges for damages).
For example, a firm hires out tractors and charges are broken
down as follows:
a. Hire of tractor - payable each month.
b. Any losses/damage to the tractor sustained whilst on hire.
c. Annual servicing of the tractor whilst on hire.
d. Delivery and pick up of tractor.
All these payments are income generated by the regulated
consumer hire agreement.
WHAT NOT TO INCLUDE
• the firms entire turnover, or its income from sales of ordinary
goods or service
• income where the activity is unregulated because the
borrower or hirer is not a ‘consumer’. For instance, firms
should exclude income where the borrower or hirer is a
limited company or partnership of more than three partners
• income from broking regulated mortgage contracts, whether
first or second charge. This should be reported in fee block A18
• income from broking residential buy-to-let mortgages
• general insurance commissions, which should be reported
under fee block A19. But Firms should include any
commission element that relates to setting up a regulated
credit agreement
• exempt instalment agreements
• VAT
• pence.
Where you have made a business decision to waive or discount
charges, you should report the ‘fair value’ of the amount Firms
otherwise would have received.
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Balancing risk with
collections

Geoffrey May
Asset Finance and Consumer
Credit Regulation, DWF

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

Default Notices – Remediable or
irremediable breach?
Under s.87 of the Consumer Credit Act 1974, service of a Default
Notice is required before a creditor or owner can, following
a customer’s breach of a regulated agreement, terminate the
agreement, demand earlier payment of any sum or repossess.
There are three matters which must be specified in any Default
Notice but this article will focus on just one: “if the breach is
capable of remedy, what action is required to remedy?”
CAPABLE OF REMEDY?
The words ‘capable of remedy’ continually cause confusion. It
is important to remember, when considering whether a breach
is remediable or not, to apply an objective test. It is not for the
lender to decide whether it believes a breach can remedied but
rather to consider whether, technically, it is capable of remedy.
Examples of where this question can arise, in the context of
motor finance, are as follows:
• an uninsured vehicle is seized
• the vehicle is sub-hired
• the vehicle is sold to a third party
• the customer is made bankrupt.
Taking the first example, this is remediable as the customer
could insure the vehicle. Whether they do this or not is another
question but the default notice would need to state the action
required to remedy the breach.
A breach may seem serious and impact the value of the vehicle,
particularly something like unlawful sub-hiring, but even that is
capable of being remedied by the customer taking the vehicle
back into their possession.
Where the vehicle is sold the question is whether the purchaser
is entitled to protection. If so the breach may be irremediable.
If there is any doubt about whether the purchaser can claim
protection, again the breach may be remediable by the
customer taking the vehicle back into their possession.
It is generally accepted that when a customer is made bankrupt
this is non-remediable as this cannot be reversed. However, the
agreement may not provide that bankruptcy is a breach; it may
simply be an event, along with other events, including breaches
of specific terms, which entitles the lender to terminate. In that
case the lender may benefit from using the alternative combined
enforcement and termination notice procedure, with its shorter
notice period, under sections 76(1) and 98(1).
CONCLUSION
There are of course other circumstances when the issue of
remediability will arise. From a lender’s point of view, before
serving a default notice on the customer, it must be confident
as to whether the breach is remediable or not so it can be
sure that the notice will be valid. The risk of repeated similar
breaches does not make a breach irremediable.
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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

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.

For further information on
how Sentinel can help your
business contact:
Mike O’Sullivan 01248 672940
07854 955070
Alternatively email
enquiry@anchor.co.uk

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.

Anchor Computer Systems, 1 Chestnut Court, Parc Menai,
Bangor, Gwynedd LL57 4FH Tel. 01248 672940 www.anchor.co.uk
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RAISING AWARENESS
Credit Awareness Week returned for its
second year on 12 March 2018. Aimed
at encouraging consumers to gain more
control over their finances, two major
pieces of research were unveiled as well
as our new, improved Pathfinder tool
which is a guide to what people can do
if they are refused credit.

HEADLINE SPONSOR

The UK’s flagship awards for credit
Celebrating and connecting the full spectrum of the credit industry,
the Credit Awards returns for its 19th year

What’s the biggest thing you will ever buy
in your life that you’ll never know you
bought let alone how much you paid for?
That’s right, credit. OK, if you’re super
wealthy then that’s less likely to be true,
you may have so much money you don’t
need credit. But for everyone else, the
cost of credit can be significant. It’s not
unusual for the amount you pay for credit
over the lifetime of a mortgage to exceed
the original value of the house. What’s
more, the total cost of credit in your
lifetime will remain a mystery to you.
It’s scary, but not surprising. Credit is
rarely viewed as a product in its own
right, but simply the mechanism to help
us buy the product we really want to get,
be it a house, car or item we want from
our favourite retailer. And therein lies
the problem.
Our lack of understanding of how credit
works and what we need to do to ensure
we maximize our credit scores so we can
get the most competitively priced deals
for our future credit needs, means we
inevitably end up paying more than we
need to in the long run.

A thin file means that there is too little
data available about you. ‘Thin file
syndrome’ can affect people who have
not made many credit applications in the
past decade. Those who have not yet
built a credit history, or anyone who has
just arrived in the UK or is returning after
living abroad. Those over 60 are also
more likely to have thinner files, because
they own their assets outright and no
longer use credit.

Behind the scenes we are working to
convince lenders to give consumers
better, clearer information, when they
refuse a consumer’s application for a
mortgage, loan or credit card. If you are a
lender or third party supplier connecting
with consumers, we encourage you to
place this tool on your website to help
your customers navigate this confusing
terrain in the credit decisioning process.

We have also revealed in a YouGov poll,
commissioned exclusively for Credit
Awareness Week, a list of areas where
people are most likely to have checked
their credit report in the last 12 months.
Experian’s research shows the degree
to which people are taking control of
their finances by shopping around and
switching to cheaper deals to help make
their money go further. Credit awareness
helps people stay in control of their
spending and borrowing, and to manage
their money successfully.

RESEARCH
AND TOOLS

PATHFINDER – YOUR TOOL IF YOU ARE
REFUSED CREDIT
During Credit Awareness Week, we
provided consumers with a toolkit
called Pathfinder that takes them
through simple steps for what to
do next, when their application
for a loan, mortgage or credit
card has been refused.

To navigate the maze of financial
terminology, we have to invest time
just to understand the landscape we’re
dealing with which often leaves many
of us stumped.

17.05.2018 | THE GROSVENOR HOUSE HOTEL, LONDON

On our site you will find a guide that
provides simple steps to help people
understand their credit score and
to improve it.

Book your table
Call
020 7940 4835
Hosted by

Powered by Shard Financial Media

Credit Strategy are delighted to have
teamed up with Experian to redress the
knowledge gap and help people become
more aware about how lenders assess
credit worthiness.

Email
events@creditstrategy.co.uk
Headline sponsor

Visit
creditstrategy.co.uk/credit-awards
Silver sponsor

Event sponsor

Two pieces of research
were revealed during
Credit Week. The first
is research of the
financial health of
UK consumers,
focusing particularly
on the segment of the
population by region that
find it difficult to get good
financial deals because their
credit files are too thin.
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The Government debt
rose by £171m a day
during December 2017.

1,756 Consumer County Court
Judgements (CCJs) were
issued every day in Q3, with
an average value of £1,472.
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1p/1.2p, The increase
in unleaded petrol
and diesel prices
per litre.

The Pensions Regulator estimates
that at least 9.285 million
employees had joined a pension
scheme under
auto-enrolment
by the end of
January 2018.

In Q3 2017, households saved
an average of 5.5% of their post
tax income, including benefits.
This is down from 7.2% in Q3
2016. The average interest rate
for an instant access savings
account, not including bonus
interest payments, was 0.19%
in January 2018. For a cash ISA,
this was 0.91%, an increase of
0.55% on last month.

The Financial Conduct Authority
reports that 60.18% of mortgage
lending in Q3 2017 was for 75%
or less of a property’s value.
4.61% of lending was for
mortgages for over 90% of a
property’s value. There were
39,507 loans approved for
house purchase in November
2017, according UK Finance, 5%
lower than November 2016. The
average loan approved for house
purchase rose to £190,500.

21 properties are
repossessed every day,
or one every
1 hour
and
9 mins.

0.55%, The increase
in the average
Cash ISA
in January 2018.

The number of people
unemployed fell by 483
per day from September
to November 2017.

UK FINANCE UPDATE
ON LENDING
JANUARY 2018
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In January 2018, both the official inflation measure
CPI and the CPIH measure, which includes home
occupiers' housing costs, remained unchanged
In January 2018, both the official inflation measure
from their December levels at 3.0% and 2.7%
CPI and the CPIH measure, which includes home
respectively. In their latest Inflation Report, the
occupiers' housing costs, remained unchanged
Bank of England pointed to a normalising inflation
from their December levels at 3.0% and 2.7%
rate as the effect of a weak sterling starts to fade.
respectively. In their latest Inflation Report, the
However, still higher inflation is likely to be a drag
Bank of England pointed to a normalising inflation
on growth in the mid-term by squeezing both
rate as the effect of a weak sterling starts to fade.
consumers and businesses.
However, still higher inflation is likely to be a drag
on growth in the mid-term by squeezing both
consumers and businesses.
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UK ECONOMY:
THE BIG PICTURE
Consumer confidence

high. With consistently growing labour market,
there is an expectation that the outlook for real
earnings should become more optimistic.
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There were 25,401 individual
insolvencies in England and Wales
in Q4 2017. This is equivalent to
276 people a day or, one person
every six minutes 13 seconds. This
was down 0.3% on the previous
quarter but up 9.5% on the same
period a year ago.
Every day, on average, 41 people
were made bankrupt, 70 Debt
Relief Orders were granted,
and 168 Individual Voluntary
Arrangements were entered into.

On average,
a UK
household
spends
£3.27 a day
on water,
electricity
and gas.
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During October 2017 an average
of 543 purchases were made in
the UK every second using debit
and credit cards, based on figures
from UK Finance.

0.5%,
The UK
economy
growth in
Q4 2017.
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The population of
the UK grew by an
estimated 1,474
people a day between
2015 and 2016.
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THE MONEY
CHARITY
STATS

1

2017 Q4

The UK economy expanded by 0.4% in Q4 2017,
slowing from 0.5% in the previous quarter. Growth
in the latest quarter was driven by business
The UK economy expanded by 0.4% in Q4 2017,
services and finance within the services sector.
slowing from 0.5% in the previous quarter. Growth
Household spending grew at its slowest rate of
in the latest quarter was driven by business
annual growth since 2012 by 1.8%, in part
services and finance within the services sector.
reflecting the increased prices faced by consumers.
Household spending grew at its slowest rate of
annual growth since 2012 by 1.8%, in part
reflecting the increased prices faced by consumers.
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FCA
UPDATE

A SPOTLIGHT ON
MOTOR FINANCE
Car finance firms are to be tested on if
they give enough information to buyers
about risks involved, and whether the
commission paid to dealers could harm
consumers.
On 15 March 2018 the Financial Conduct
Authority (FCA) published an update on
their review of the motor finance sector,
setting out their findings so far and the
areas of concern that they will focus on
for the remainder of their review, which
will be completed in September 2018.
The themes covered by the FCA;
affordability, commission and clarity,
will be of interest to asset finance firms
generally, as well as those who deal with
motor finance. The review considers
customer engagement relating to motor
finance agreements and its impact on
consumers. It also focuses on firms’
analysis of risk and their ability to continue
operating in stressed market conditions.
The sample used by the FCA consists of
the largest lenders it supervises, these
amount to 52% of the sector.
The FCA aimed to answer a number of
questions:
• are firms managing the risk of how
much the vehicle will be worth in the
future? The review found firms regulated
by the FCA are adequately managing the
risk of a severe fall in used car prices
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• are firms lending responsibly? The FCA
found consumers with lower credit
ratings were only for a very small
proportion of lending, but it wants to
do further work in this area
• are there conflicts of interest with
commission agreements between
lenders and dealers? The FCA wants
to look further to check if better
commission on higher interest rate
deals could lead to consumers having
a worse deal
• is the information for consumers clear
and transparent? The review found
overall contracts are generally clear,
but there are some cases where firms
are not sticking to FCA rules. The
regulator will now carry out more
research in this area.
The FCA’s review has so far found that
the largest lenders’ approach to the risk
of how much the vehicle will be worth in
the future appears robust, and the growth
in motor finance has been strongest for
lower credit risk customers, who are less
likely to struggle to repay their loan.
The next part of its review will include:
• a mystery shopping exercise, to ensure
customers have enough clear and
transparent information when taking
out motor finance, so that they can fully
understand the different options, and
the risks involved

• checks on affordability for lower credit
scorers, the FCA will look at how
lenders check if a customer can afford
the repayments and what data they use
to double check, with a particular focus
on those with a lower credit rating
• test whether there is enough control
over commission arrangements, the
regulator will carry out a survey to
check if the difference in commission
rates on the lower and higher interest
rate deals could be harmful to
consumers, and how these incentives
for brokers are controlled by the lender.
Before the full FCA Motor Finance Review
is published, lenders should consider an
assessment of their systems and controls,
literature and agreements with brokers to
assess their compliance with CONC.

MYSTERY
SHOPPING
EXERCISE
TO COME

Vienna

one smart system
for unlimited lending
Vienna’s new business portals are easy to use making it simple to apply online,
and to get a very fast response. Portals are available for all lending products
and can be used internally as well as by your introducers and end customers.
Vienna’s consumer new business portals
include an adaptable credit gateway
for automated underwriting that is both
consistent and safe.
Vienna’s digital self service portals give
both the consumer and commercial
customer immediate access to information
and to controlled management for all their
accounts; services that are extremely
efficient and can dramatically reduce your
cost of day to day operations.



Vienna may be deployed as a service hosted
by Oyster Bay or by any approved provider,
on Azure, or as your own in house application.
Our technical team will work with you and with your
partners to integrate any third party application with
Vienna’s tried and tested API interfaces.
We have a ﬂexible approach to licences, and you
can choose the type that best suits your needs
from startup, site, company, country, global, SAAS,
portfolio management or standby service options.
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contract hire with service hire purchase and pcp stocking loan asset ﬁnance retail ﬁnance
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