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Thank you for joining us
today for this session

Please post any questions
into the chat - we will try
and answer as we go and

we have time for QRA at
the end.

The slides will be available
for all - if you don't have a
copy please ask

Feel free to sign up for our
insights if you would like
to keep up with our
upcoming white papers
and events




© Management Information
*  Vulnerable Customers

10.40 Distribution Chain: Clarifying roles and fostering collaboration
= Roles in the distribution chain
= Relationship between manufacturer, distributor, or co-manufacturers and distributors

10.55 Questions and Close
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FCA expectations, industry challenges and |
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brokers with whom the firm deals are authorised persons
or appointed representatives

This could include dealers or other credit brokers involved in selling the
lender's finance products. A lender may also be liable in law for

representations made by a broker acting as its agent (Section 56 of the
Consumer Credit Act 1974).

FCA expects lenders to review their systems and controls, to reduce the
risk of consumer harm. They should monitor brokers adequately and take
reasonable steps to ensure compliance with CONC, where applicable’.




WHAT SHOULD A CREDIT BROKER/ DEALER EXPECT TOHAVETO

REPORT TO LENDERS?

"~ Induction Process - referencing
© Training/licencing

% of loans with insurance, Gap,
warranties
% of loans above 70/80/100% LTV
% of applications declined
Average APR (on all deals and by
demographic)

= Sales; actual versus expected

= Fraud controls/ CIFAS hit rate

individual

“ Upheld / declined, Goodwill
payments etc.

“ Claims, Quality Disputes

“ Trading Standards, ASA, Citizens
Advice

" Non-standard termination (e.g.
Voluntary Terminations / Repo)

" Missed first payment

" Low understanding scores




Consumer Duty requirements

Driving up

standards

Evidencing

Good outcomes




© Analysis of the root causes of
customer complaints

causes

Customer usage and behaviour data, such as
transactional information, retention rates, or
outcomes from A/B testing of design variations
Operational factors affecting value, such as app
or website downtime and service call
abandonment rates

Feedback from firms in the distribution chain,
including manufacturers, intermediaries,
appointed representatives, or other
stakeholders, on product value

Insights from customer research, including
surveys, net promoter scores, social media
reviews, focus groups, or mystery shopping

© Customer response rates to action-

driven communications
Broader evaluation of whether
customers follow instructions
provided in communications

Customer satisfaction insights
from surveys and net promoter
scores

First contact resolution rates and
average time to resolution
Telephone service metrics, such
as speed to answer, average
wait times, and call
abandonment rates

Response times for email and
digital communication channels
Internal quality assurance
evaluations

Customer call listening sessions
to assess service quality
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ASSESS ASSURE

Assess: Regular and ongoing assessments and risk ratings of third parties to ensure ongoing
compliance is maintained using a risk-based approach.

Assure: Ongoing monitoring and mystery shopping of brokers and third parties, through the creation
of a defined monitoring framework.

Act: Supporting Principal firms in taking prompt action when issues are identified;



Remove from
panel

Performance
Management

Management
information

Due Diligence

Contracts

Risk
Management

Oversight
Model
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ROLES AND RESPONSIBILITIES

Distributors
Firms are distributors if they offer, sell, recommend, advise on,
arrange, deal, propose, or provide a product or service, including at
renewal. Some of these terms - selling, arranging and dealing - use
Handbook definitions to clarify their meaning. Elsewhere, the terms
take their plain language meaning. The concepts are deliberately
broad, and the terms may overlap, to capture all aspects of the
distribution of a product or service,

Manufacturers

Firms are manufacturers if they create, develop,
design, issue, manage, operate, carry out, or (for
credit purposes) undenwrite a product or
service.

The Consumer Duty rules apply to the
manufacture of products and services. Services
include those involved in carrying out a
regulated activity or activities connected to

= Jclivies comnecie 7 . A
providing a payment service. In genera e Co-manufacturers

rules apply at the level of the target market, , : ,
rather than a firm’s services for an individual Firms working together to manufacture a product or service.
AuE e ThHEaiem e et et s There may be multiple manufacturers for a single product or
' service. A firm would be considered a co-manufacturer where they

service at that level, rather than for each , e
customer. The rules only apply at an individ can determine or materially influence the manufacture of a

customer level where a bespoke service is ual product or service. This would include a firm that can determine
developed for a particular customer. the essential features and main elements of a product or service,
including its target market. Where firms collaborate in this way,
they must have a written agreement outlining their respective roles

@d responsibilities to comply with the rules. /




ROLES AND RESPONSIBILITIES

Approval process

Ongoing testing

Identification of Clear distribution
target market arrangements

Selection of, and !

support to,
distributors

Distribution strategy

Information from
manufacturers

Provision of sales
information to
manufacturers

Regular reviews of the product or service and its distribution

Take appropriate action where harm is identified




INFORMATION SHARING - DEFINING GOOD PRACTICE

1. Sales data, by distribution
strategy

2. Sales outside the target market set for
the product, by
distribution strategy

3. Arrears Volumes

4. Distribution issues

(e.g. harms arising from distribution arrangements and
changes made as a result)

5. Complaints

(e.g. about the product or the manufacturer)

6. Poor outcomes
(e.g. a product ceasing to provide fair value either in general
or for a specific group of clients)



The frequency of monitoring across the four outcomes, and the nature of the information a firm
must collect to effectively monitor the outcomes received by retail customers depends on the type
of firm and its role in the distribution chain, the nature of the product, and the target market.

A firm in a distribution chain must notify the FCA if it becomes aware that any other firm in that
distribution chain is not or may not be complying with Principle 12 or PRIN 2A" — ie, the consumer

duty

Taking appropriate remedial steps are responsibilities of both lenders and brokers alike.
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