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MORTGAGE CREDIT DIRECTIVE (CONSUMER BUY-TO-LET)
INSTRUMENT 2015

Powers exercised by the Financial Ombudsman Servitgémited

A.

The Financial Ombudsman Service Limited makesitistrument amending:

(1) the rules relating to complaints handling phaes of the Financial
Ombudsman Service;
(2) the rules, standard terms and guidance fouMaly Jurisdiction participants;

as set out in Annexes A and D of this instrumernheexercise of the following
powers and related provisions in the Financial 8esvand Markets Act 2000 (“the
Act”):

(@) section 227 (Voluntary jurisdiction);

(b) paragraph 8 (Guidance) of Schedule 17 (The @isiman Scheme);
(c) paragraph 14 (The scheme operator’s ruleSchéedule 17,

(d) paragraph 15 (Fees) of Schedule 17,

(e) paragraph 18 (Terms of reference to the scheffechedule 17; and
() paragraph 22 (Consultation) of Schedule 17.

The making (and amendment) of the rules, guidamd standard terms in Annexes A
and D by the Financial Ombudsman Service Limitesligject to the consent and
approval of the Financial Conduct Authority.

Powers exercised by the Financial Conduct Authority

C.

The Financial Conduct Authority makes this instent in the exercise of the powers
and related provisions in or under:

(1) the following sections of the Act:

@ section 137A (The FCA'’s general rules);

(b) section 137T (General supplementary powers);

(c) section 139A (Power of the FCA to give guidgnce

(d) section 210 (Statements of policy) as appligaricle 23(4) of the
Mortgage Credit Directive Order 2015 (SI 2015/9t e MCD
Order”);

(e) section 226 (Compulsory jurisdiction) as appliy article 26(1) of
the MCD Order,

() section 395 (The FCA’s and PRA’s proceduresaglied by article
24(2) of the MCD Order;

(9) paragraph 23 of Schedule 1ZA (The Financialdah Authority) as
applied by article 25 of the MCD Order; and

(h) paragraph 13 (FCA'’s procedural rules) of Scedd (The
Ombudsman Scheme) as applied by article 26(1)eoM8D Order;

(2) the following articles of the MCD Order:
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@ article 18 (Obligations of registered consuimey-to-let mortgage
firms);

(b) article 19(4) (Power to direct registered cansubuy-to-let mortgage
firms to take appropriate action);

(c) article 21 (Monitoring and enforcement); and

(d) article 22 (Guidance); and

(3) the other powers and related provisions listeSichedule 4 (Powers
exercised) tahe General Provisions of the Handbook.

D. The rule-making powers listed above are spetiioe the purpose of section 138G
(Rule-making instruments) of the Act.

E. The Financial Conduct Authority consents to apdroves the rules, guidance and
standard terms made and amended by the Financiau@man Service Limited.

Commencement

F. This instrument comes into force on 21 March&01

Amendments to the Handbook

G.

The modules of the FCA’s Handbook of rules anidance listed in column (1)
below are amended in accordance with the Annexgsdanstrument listed in
column (2) below:

1) (2)
Glossary of definitions Annex A
Supervision manual (SUP) Annex B
Decision Procedure and Penalties manual (DEPP) A6ne
Dispute Resolution: Complaints sourcebook (DISP) ne&nD

Amendments to material outside the Handbook

H.

The Enforcement Guide (EG) is amended in acecmelavith Annex E to this
instrument.

The Perimeter Guidance manual (PERG) is amemdadcordance with Annex F to
this instrument.
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Notes

J. In Annexes A and B to this instrument, the “sbi{@ndicated by Note:”) are
included for the convenience of readers but ddaron part of the legislative text.

Citation

K. This instrument may be cited as the Mortgaged€iRirective (Consumer Buy-to-
Let) Instrument 2015.

By order of the Board of the Financial Conduct Aarity
4 June 2015

By order of the Board of the Financial OmbudsmarviSe Ltd
3 June 2015
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Annex A
Amendments to the Glossary of definitions

In this Annex, underlining indicates new text atrikeng through indicates deleted text,
unless otherwise stated.

Insert the following new definitions in the apprigpe alphabetical position. This text is not
underlined.

buy-to-let credit a contract that:

agreement (@)  atthe time itis entered into:

(1) is one under which a lender provides crediro
individual or to trustees (the 'borrower’);

(i) provides for the obligation of the borrowerrgpay to
be secured by a mortgage on land inEE&

(i)  at least 40% of the land is used, or is inted to be
used:

(A)  (in the case of credit provided to an
individual) as or in connection with a
dwelling; or

(B)  (in the case of credit provided to a trustee
which is not an individual) as or in connection
with a dwelling by an individual who is a
beneficiary of the trust orr@lated person
and

(iv)  provides that the land secured by the montgaannot
at any time be occupied as a dwelling by the boerow
or arelated person

and is to be occupied as a dwelling on the bdsasrental
agreement; or

(b) is aregulated credit agreementhich is ararticle 3(1)(b)
credit agreemendnd provides that the land, or existing or
projected building, to which it relates;

(1) cannot at any time be occupied as a dwellinghe
borrower or aelated personand

(i) is to be occupied as a dwelling on the basia ental
agreement.

[Note: article 4(1) of theMICD Ordef
CBTL adviser apersonwho, in the course of their trade, business ofgsion,

provides personal recommendations BIL consumein respect
of one or more transactions relating@BTL credit agreements
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otherwise than:

(@) in an incidental manner in the course of agssibnal
activity regulated by legal or regulatory provissoor a code
of ethics governing the profession which do notiede the
making of those recommendations; or

(b) in the context of managing existing debt agnaplvency
practitioner where that activity is regulated bgdeor
regulatory provisions or as part of public or valany debt
advisory services which do not operate on a comiaderc
basis.

[Note: article 6 of theMiICD Ordei
apersonwho in the course of their trade, business orgasibn, for

remuneration which may take a pecuniary form or@hgr agreed
form of financial consideration:

(@) presents or offelGBTL credit agreements CBTL
consumersor

(b) assistCBTL consumerby undertaking preparatory work or
other pre-contractual administration in respedCBfTL
credit agreementsther than as in (a); or

(c) conclude<BTL credit agreementsith CBTL consumersn
behalf of theCBTL lender

and is not;
(d) aCBTL lenderyor

(e) merely introducing, either directly or indirggta CBTL
consumeto aCBTL lenderor CBTL arranger

[Note: article 5 of theMCD Ordei

any of the following activities:

(@) acting as &BTL lendey or
(b) acting as £€BTL arranger or
(c) acting as £BTL adviser.
[Note: article 4(1) of theMICD Ordef

(in relation to auy-to-let credit agreement

(@) apersonacting for purposes which are outside thertson’s
trade, business or profession; or

(b) a borrower under @BTL credit agreement

abuy-to-let credit agreememthich is not entered into by the
borrower wholly or predominantly for the purposésdusiness
carried on, or intended to be carried on, by hifor this purpose
examples of when a borrower is to be regarded &sieg into a
buy-to-let credit agreemefr the purpose of a business carried on,
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or intended to be carried on by him are:

(@)

(b)

(i)

(ii)

(iii)

the borrower previously purchased, cgngering into
abuy-to-let credit agreemeim order to finance the
purchase by him of, the land to which the agreement
relates; and

at the time of the purchase the borrowernilied that
the land would be occupied as a dwelling on thesbas
of a rental agreement and would not at any time be
occupied as a dwelling by the borrower or by a
related personor, where the borrower has not yet
purchased the land, the borrower has such an
intention at the time of entering into thay-to-let
credit agreementand

where the borrowehas purchased the land, since the
time of the purchase the land has not at any tiess b
occupied as a dwelling by the borrower or by a
related personor

the borrower is the owner of land, other tHamland to
which thebuy-to-let credit agreemenglates, which is:

()

(ii)

occupied as a dwelling on the basis of a denta
agreement and is not occupied as a dwelling by the
borrower or by aelated personor

subject to a mortgage undebay-to-let credit
agreement.

[Note: articles 4(1) and 4(4) of thdCD Ordei

apersonwho:

(@)
(b)

enters into or promises to enter intGBITL credit agreement
under which theersonis to provide credit; or

administers &BTL credit agreemenih circumstances where
doing so constitutes, or would if tpersonwere not &BTL
firm constitute administering a regulated mortgage contract

in the course of a trade, business or profession
[Note: article 4(1) of theMICD Ordef

the Mortgage Credit Directive Order 2015 (SI 20159

Amend the following definitions as shown.

Financial Services
Register

the public record, as required by section 347 eftt (The public
record), regulation 4 of theayment Services Regulatigiihe
register of certain payment service provideasigregulation 4 of the
Electronic Money Regulatiorand article 8 of th&CD Order, of

every:
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(ae)CBTL firmy

1)

(@)

(1)

(inDISP, FEES5 andCREDS9) afirm (except arAlIFM
qualifier or aUCITS qualifie), payment service provider
electronic money issue€BTL firm or VVJ participant
covered by th€ompulsory JurisdictionConsumer Credit
Jurisdictionor Voluntary Jurisdictiorof theFinancial
Ombudsman Service.

(inDISP 2 and 3 andFEES5) includes, as a result of section
226 of theAct

(c) ... ;and
(d) ...;and

(e) apersonwho was formerly £BTL firmin respect of
acomplaintabout an act or omission which occurred
at the time when it was@BTL firm _provided that the
compulsory jurisdiction rules were in force in tela
to the activity in questian

thosepersonswho effectively direct the business of firen
or CBTL firm which could include &rm’s or CBTL firm’s
governing bodynd othepersonswho effectively direct the
business of thérm or CBTL firm
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Annex B
Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text atrikeng through indicates deleted text,
unless otherwise stated.

2 Information gathering by the FCA or PRA on its own initiative
2.1 Application and purpose
Application

2.1.2A G CBTL firmsare subject to a duty to deal with tR€A in an open and co-
operative manner under article 18(1)(d) of W€D Order. SUP2.3
applies taCBTL firmsin relation to complying with that duty as though:

(1) areference téirm included a reference toGBTL firm

(2) areference to theequlatory systenwere a reference to the
provisions of theMCD Order, rules, directions and guidance
applicable taCBTL firms

(3) areference t@rinciple 11 were a reference to the duty imposed by
article 18(1)(d) of thMCD Order,

(4) areference to thappropriate requlator’dunctions under théct
were a reference to th€CA’s functions under Part 3 of thCD
Order;

(5) areference t§UP12.5.3G were a reference$P12.5.3AG,;
(6)

a reference tmaterial outsourcingvere a reference tmutsourcing
services of such importance that weakness, oréibf the services
would cast serious doubt upon BBTL firm’scontinuing
satisfaction of any condition for reqistration nticle 8(2) or 8(3) of
the MCD Order, and

(7)  theruleswere guidance in the same terms but with the Wiorast”
replaced with the word “should”.

Purpose
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G The purpose of applying the provisions set ol8liiP2.1.2AG toCBTL
firms is to amplify the duty o€EBTL firmsto deal with thdCAin an open
and co-operative manner under article 18(1)(dheMCD Order.

Reports by skilled persons
Application and purpose

Application

|,

SUP5.5.1R and5UP5.5.5R apply taBTL firmsin relation to theilCBTL
businesss if a reference tiirm in theseruleswere a reference toGBTL

firm and a reference to section 166 of Aotwere a reference to section 166
of theAct, as applied by article 23(2)(bj theMCD Order.

G SUPS.5.1R andSUP5.5.5R apply to formeEBTL firmsin relation to their
CBTL businesas guidance and as if:
(1) areference téirm in thoseruleswere a reference toGBTL firm
(2) section 166 of thActwere a reference to section 166 of Autas
applied by article 23(2)(lnf theMCD Order, and
(3) the word “must” were replaced by the word “should”
G Thegquidancein SUP5.2.1G,SUP5.3,SUP5.4 (excep6UP5.4.1AG), and

SUPS5.5 (excepBUP5.5.10G andBUP5.5.11G) applies t&€BTL firmsand
formerCBTL firmsin relation to theilCBTL businesas if:

(1) areference téirm in thatguidanceincluded aCBTL firm

(2) areference to a section of tAet were a reference to that section as
applied by article 28f theMCD Orderif applicable; and

(3) areference to theCA'’s functions under thAct were a reference to
the FCA'’s functions under Part 3 of tihCD Order.

Duties of firms

Assisting the skilled person

G  Section 166(7) of thAct (as applied by article 23(2)(b) of tMCD Orde)
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imposes, in appropriate circumstances, a dutgBmL firmsto give the
skilled persorall such assistance as #iglled persormay reasonably
require. Where this duty applies t&€BTL firm the FCA expects th&€BTL
firm to:

(1) take reasonable steps to ensure that, when rddgaopquired by the
skilled personeach of itsappointed representativegaives any duty
of confidentiality;

(2) take reasonable steps to ensure that, when rdagargquired by the
skilled personeach of itsappointed representativeemplies with
any duty under section 166(7) applicable to ipmvides assistance
to theskilled persoras though that duty applied directly to it;

(3) allow theskilled persoraccess at all reasonable business hours to the
CBTL firm’saccounting and other records in whatever form;

(4) provide such information and explanations assitided person
reasonably considers necessary or desirable fgyatiermance of
his duties; and

(5) permit theskilled persorto obtain such information directly from the
CBTL firm’sauditor as he reasonably considers necessary or
desirable for the proper performance of his duties.

10A FCA Approved Persons

10A.1 Application

Appointed representatives

10A.1.15 R The descriptions of the followiR@€A controlled functiongapply to an
appointed representative afirm, except in relation t€BTL businessr an
introducer appointed representativas they apply to aRCA-authorised
person

10A4 Specification of functions

10A.4.2 R Part 1 of the table BCA controlled functiongpplies in relation to aRCA-
authorised personlt also applies in relation to appointed representative
for the purposes @UP10A.1.15R (Appointed representatives) whether its
principal is anFCA-authorised persoar aPRA-authorised persQexcept
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in relation toCBTL business...

12 Appointed representatives
12.1 Application and purpose
12.1.1 R

(1B) This chapter applies to@BTL firmother than &£BTL lendemvhich
is considering appointing, has decided to appaitias appointed an
appointed representativa relation toCBTL businesas it does to a
firm.

12.3 What responsibility does a firm have for its ppointed representatives or
EEA tied agent?

Responsibility for appointed representatives

12.3.1 G In determining whethefiem has complied with any provision in or under
theAct such as anfrinciple or otherrule, or with any provision in Part 3 of
the MCD Order, anything that amppointed representativeas done or
omitted to do as respects the business for whiefirth has accepted
responsibility will be treated as having been donemitted to be done by
thefirm (section 39(4) of thActand article 17 of thMCD Order).

12.4 What must a firm do when it appoints an appoited representative or an
EEA tied agent?

The permission that the firm needs

12.4.1A G The effect of sections 20 (Authorisedspas acting without permission)
and 39(4) (Exemption of appointed representatioéff)e Actis that the
regulated activitiexovered by aappointed representativeappointment
need to:

(2) be excluded from beirrggulated activitiesvhen carried on by the
principal, for example because they fall within article 28
Regulated Activities Ord€Arranging transactions to which the
arranger is a party) or because they const@B&L businesand the
principal is aCBTL firm
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In relation toCBTL businesenly aCBTL firmwhich is afirm can appoint
anappointed representative

Contracts: required terms

Required contract terms for all appointed reprederds

G -A(Subject taSUP12.5.3AG) dirm should satisfy itself that the terms of

I®

the contract with iteppointed representati@cluding anintroducer
appointed representatiye

To the extent that the appointment of &ppointed representativacludes
CBTL businessafirm should satisfy itself that the terms of the cocitrith
its appointed representative

(1) are designed to enable tien to comply properly with any direction
issued or imposed under article 19 of W€D Order, and

(2) require theappointed representative deal with thd=CA in an open
and co-operative mannand give access to its premises, as set out in
SUP2.3.4G andBUP2.3.5AG(2) as applied byUP2.1.2AG.

Afirm must ensure that its written contract with eachsdppointed
representatives:

(2) requires thappointed representatite comply, and to ensure that
anypersonsnvho provide services to tlappointed representative
under a contract of services or a contract forisersomply, with the
relevant requirements in or under et (including therules) that
apply to the activities which it carries onaggpointed representative
of thefirm; and

(2A) (where the scope of appointment of #ppointed representative
includesCBTL businegsequires theppointed representatite
comply, and to ensure that apgrsonswho provide services to the
appointed representatiwender a contract for service comply, with
the requirements of and arising under Part 3 oM@® Order, and
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12.6 Continuing obligations of firms with appointedrepresentatives or EEA tied
agents

Obligations of firms under the approved persogame

12.6.8 G

(3) Theapproved persongegime does not apply in relation@BTL
busines<arried on byCBTL firms.

Obligations of firms under the training and congpee rules

12.6.11- R A CBTL firmmust take reasonable care to ensure that:

(1) individuals who are itappointed representativeand

(2) individuals who are employed or appointedampointed
representative$whether under a contract of service or for s@sjc

who act in connection with tHe@BTL businessf theappointed
representativéor which theCBTL firmhas accepted responsibility satisfy
the knowledge and competence requirements seh qaragraph 3 of

Schedule 2 to thICD Order.

12.9 Record keeping

12.9.3 G  Thdirm should also satisfy itself that:

(1) theappointed representativie making and retaining records in
accordance with the relevant record keepirgsin theHandbook
or, in relation taCBTL businesghe record keeping requirements in
or under Part 3 of theICD Order, if these records are not

maintained by thérm;

15 Notifications to the FCA or PRA

15.1 Application
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Who?

15.1.3A G The guidance i5UP15.13 applies to allBTL firmswhether or not they
are alsdirms.

After SUP 15.12 insert the following new sectiorhe text is new and is not underlined.
15.13 Notification by CBTL firms
Application and purpose

15.13.1 G This section sets out guidancedBiTL firmsto assist them in complying
with their obligation to notify th& CAimmediately if they cease to satisfy
any condition for registration in article 8(2) B of theMCD Order.

[Note: article 12 of theMCD Ordef

15.13.2 G The nature ofGBTL firm’'sobligation under article 12 of thdCD Order
will depend on whether theéBTL firmhas aPart 4A permissiomo carry on
one or moreegulated activities.

CBTL firms which have Part 4A permission

15.13.3 G  The circumstances in whic@RTL firmwhich has &art 4A permission
should notify the=CA include but are not limited to when:

Q) it ceases to carry @BTL businesand does not propose to resume
carrying onCBTL business the immediate future. This does not
include circumstances where tG8TL firmtemporarily withdraws
its products from the market or is preparing toldufresh products;

or
(2) it applies to cancel iRBart 4A permissionor

3) it applies to vary itPart 4A permissioso that once the variation
takes effect it will cease to hold aRart 4A permissionor

4) it receives éinal noticeto cancel itdart 4A permissionor

(5) it receives a secomstipervisory noticéo vary itsPart 4A permission
so that once the variation takes effect it willseéo hold anyart
4A permission.

CBTL firms which do not have Rart 4A permission

15.13.4 G The circumstances in whicBRTL firmwhich does not haveRart 4A
permissionshould notify the=CA include but are not limited to when:
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it ceases to carry @BTL businesand does not propose to resume
carrying onCBTL business the immediate future; this does not
include circumstances where tG8TL firmtemporarily withdraws

its products from the market or is preparing toldufresh products;
or

it changes its registered office or placeesidence as the case may
be so that it is no longer in théited Kingdomor

any individual responsible for the managenwerdaperation of the
CBTL busineswiithin theCBTL firm

@) is convicted of any offence involving fraoddishonesty or
any indictable offence, including any act or onossivhich
would have been an offence if it had taken pladfén
United Kingdomor

(b) becomes subject to a prohibition order; or

it takes on an individual to be responsilolethe management or
operation of th&€BTL busineswithin theCBTL firmwho has been:

€)) convicted of any offence involving frauddishonesty or any
indictable offence, including any act or omissioniat
would have been an offence if it had taken pladhén
United Kingdomor

(b) Is subject to prohibition order, or
(if theCBTL firmis anundertaking any person who:

(@) holds 10% or more of the shares in@BIL firmor in a
parent undertaking of theBTL firny or

(b) holds 10% or more of the voting power in @&TL firmor
in a parent undertaking of ti@BTL firnt or

(©) holds shares or voting power in BBTL firmor in a parent
undertaking of th€BTL firmas a result of which he is able
to exercise significant influence over the managdroéthe
CBTL firm

ceases to be a fit and proper person havingadgahe need to
ensure the sound and prudent conduct of the afféblee CBTL
firm; or

(if theCBTL firmis anundertaking any person who is not a fit and
proper person, having regard to the need to enbargsound and
prudent conduct of the affairs of tRBTL firm acquires an interest
such that he:
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(@) holds 10% or more of the shares in@BIL firmor in a
parent undertakingf the CBTL firmy or

(b) holds 10% or more of the voting power in @&TL firmor
in a parent undertakingf theCBTL firnt or

(©) holds shares or voting power in BBTL firmor in a parent
undertakingof theCBTL firmas a result of which he is able
to exercise significant influence over the managdroéthe
CBTL firny or

any of the following persons cease to beaafdgrepute:

@) a person responsible for the managememied@@BTL firm
or

(b) a person responsible for GBTL firm’s CBTL businessr

(c) a director of th€BTL firm(if the CBTL firmis abody
corporatg; or

a person who is not of good repute becomes:
@) responsible for the management ofGBI L firm or
(b) responsible for théBTL firm’s CBTL businessr

(c) a director of th€BTL firm(if the CBTL firmis abody
corporate; or

(if theCBTL firmis aCBTL arrangeror aCBTL adviseyit ceases to
hold professional indemnity insurance as describexditicle 8(f) of
theMCD Order, or

the individuals responsible for the manag&noe operation of the
CBTL businessf theCBTL firmlack an appropriate level of
knowledge or competence in relationGBTL credit agreements

Method, form and timing of notifications

G  Any notification given by@BTL firmunder article 12 of theICD Order

should be:

Q) in writing;

(2) in English;

3) given to or addressed for the attention ef@BTL firm’susual

supervisory contact at theCA (where theCBTL firmdoes not have
an identified supervisory contact this will be tH@A’s Contact
Centre);
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delivered to theCA by one of the methods BUP 15.7.5AR to the
appropriate address set ouSbP15.7.6AG; and

given by a person who has full knowledgehef facts giving rise to
the notification and who is responsible for the agement of the
CBTL firmor theCBTL firm’s CBTL business.

15.13.6 G A natification given under article 12t MCD Ordershould contain at
least the following information:

(1)
(2)

3)

(4)

(5)

(6)

theCBTL firm’'s namend reference number;

the name and telephone, postal and emaér@vavailable) contact
details of the person responsible for making thigfioation;

a statement that the notification is givedemarticle 12 of the
MCD Order,

a statement setting out the specific conditbarticle 8 of theviCD
Order that the notification relates to;

full details of the facts giving rise to thetification, including in
particular when the relevant events occurred anelvtheCBTL
firm became aware of them (if different); and

full details of any steps taken or proposetié taken by th€BTL
firm to address the issues giving rise to the obligatiamake the
notification, including a proposed timeline for tsteps, if
applicable.

15.13.7 G  TheMCD Orderrequires notification to be given immediately. eHCA
expectCBTL firmsto act with all due urgency in notifying it of any
relevant event, and it is unlikely that tREA will regard delay in excess of
5 working days as complying with ti@BTL firm’sobligations.

Amend the following as shown.

16 Reporting requirements

16.1 Application

16.1.1D D SUP16.21 applies to @BTL firm.

16.3 General provisions on reporting

Page 17 of 49



FCA 2015/33
FOS 2015/3

Structure of the chapter

16.3.2 G This chapter has been split into the Yalg sections, covering:

(14) ... ;-and
(15) ...;and

(16) reporting under th1CD Orderfor CBTL firms(SUP16.21)

After SUP 16.20 insert the following new sectiorhe text is new and is not underlined.
16.21 Reporting under the MCD Order for CBTL firms
Application

16.21.1 D This section applies t&€BTL firmthat enters into or promises to enter into
aCBTL credit agreemeras lender, or €BTL firmin which the rights and
obligations of the lender undelCBTL credit agreemerare vested.

Purpose
16.21.2 G  The purpose of this section is to diEBTL firmsin relation to:

(1) the information that they must provide to H®A on theirCBTL
businessand their compliance with requirements imposed by
Schedule 2 to th®1ICD Order, and

(2) the time at which, and the manner and formwhich, they must
provide that information.

[Note: article 18(1)(c) of thtMCD Ordejf

16.21.3 G  The purpose of this section is also thenmovision forCBTL firmsin
relation to the failure to submit reports.

Reporting requirement

16.21.4 D (1) A CBTL firmmust submit a duly completed consumer buy-to-let
returnto theFCA.

(2) The return referred to in (1) must be subenlitt

(@) inthe format set out iBUP16 Annex 39AD; guidance notes
for the completion of the return are set ouSlnP 16 Annex
39BG;

(b)  online through the appropriate systems accesgite the
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FCA’swebsite;and

(c)  within 30business day®llowing the end of the reporting
period.

The reporting period is the four calendar quaneginning on 1
April.

SUP16.3.11R (Complete reporting) aBtP16.3.13R (Timely reporting)
apply as directions to@BTL firmin relation toCBTL businesss if a
reference tdirm in these provisions were a reference BT L firm

SUP16.3.14R (Failure to submit reports) applies @BTL firmin relation
to CBTL businesas if a reference tirm in thatrule were a reference to a
CBTL firm

(1)

(2)

A CBTL firmmay appoint anothgrersonto provide a report on the
CBTL firm’sbehalf if theCBTL firmhas informed th&CA of that
appointment in writing.

Where (1) applies, théBTL firmmust ensure that the report
complies with the requirements 8UP 16.21.
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After SUP 16 Annex 38B insert the following new aras. The text is new and is not

underlined.

16 Annex 39AD Consumer buy-to-let return

CONSUMER BUY-TO-LET (CBTL) MORTGAGE AGGREGATED DATA RETURN

Value (£000)

Value (£000)

In the
reporting
year to date

Lending
Number
New CBTL advances in the reporting period
Outstanding CBTL loans
Arrears, repossessions and receivers
Number
CBTL loans in arrears of >1.5% of outstanding balance
In the
reporting
period
CBTL repossessions
Number of Receiver appointments on CBTL
Number of CBTL properties under the control of a Receiver
Complaints
In the
reporting
period

Total CBTL complaints outstanding at reporting period start date

CBTL complaints received

In the
reporting
year to date

CBTL complaints closed

CBTL complaints upheld by firm

Total redress paid on CBTL complaints (£)
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16 Annex 39BG Guidance notes for completion of consumer buy-toteeturn in SUP
16 Annex 39AD

Outline guidance for firms completing the aggregate ‘consumer buy-to-let’ (CBTL)
mortgage return

We expect firms registered by us to carry out CBanding to report aggregated data to us
on a quarterly basis, with reports scheduled i@ Viith each calendar quarter. We expect
firms to report loans, and aspects relating toghoans, that meet the definition of a
“consumer buy-to-let mortgage contract”, as defimedrticle 4 of the Mortgage Credit
Directive Order CBTL credit agreemenih the Handbook). We expect firms to submit a nil
return if they have no data to report.

Further guidance is provided, below, on what shéw@deported under each category.

1 Lending

The number of CBTL loans reported should be at@atckevel, rather than property level.
@) New CBTL advances in the reporting period

This should include new loans for house purchaser@mortgage, where the mortgage
completes in the reporting period.

(b) Outstanding CBTL loans

This is the amount of total debt at the reportiatedand should comprise the total amount
outstanding (after deducting any write-offs butheiit deduction for any provisions) in
respect of:

) the principal of the advance (including anytiier advances made);

(i) interest accrued on the advance (but onlyauthe reporting date), including
any interest suspended; and

(i)  any other sum which the borrower is obligedpay the firm and which is due
from the borrower, e.g. fees, fines, administrattbarges, default interest and
insurance premiums;

2 Arrears, repossessions and receivers
(@) CBTL loans in arrears of >1.5% of outstanding lalance
At the reporting date, the amount of arrears igdifference between:
0] the accumulated total amounts of (monthly threo periodic) payments due to

be received from the borrower; and
(i) the accumulated total amount of paymentsabtunade by the borrower.
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Only amounts which are contractually due at thertepg date should be included in 2(a)(i)
above. That is:

0] include accrued interest only up to the rejmgrdate but not beyond;

(i) and only include a proportion of any annusurance premium if the firm
permits such amounts to be paid in periodic instali;. However, if the terms
of the loan or the lender’s practice are such geetmit insurance premiums to
be added to the loan principal then do not trealh simounts as contractually
due;

(i) similarly, where 'any other sum' has beedexdito the loan, only include such
proportions as are contractually due (e.q. if this practice in particular
circumstances to add the sum/charge to the loamesjire repayment over
the residual term of the loan);

(iv)  in assessing ‘payments due' when a borroasgmflexible loan, it is important
to apply the contractual terms of the loan: forregke, payment holidays
which satisfy the terms of the loan should notreated as giving rise to an
arrears position.

Where a firm makes a temporary ‘concession’ tawer (i.e. an agreement with the
borrower whereby monthly payments are either sudgetor less than they would be on a
fully commercial basis) for a period, the amountduded in 2(a)(i) are those contractually
due (and at commercial rates of interest). Henedthrower will continue to be in arrears
and the level of arrears will in fact continue iariease until such time as he is able fully to
service the debt outstanding.

Where the terms of the loan do not require payroemiterest (or capital) until a stated date
or until redemption or until certain conditions &riggered, as for example in the case of
certain building finance loans, then the loan isin@rrears until such time as contractual
repayments fall due.

Accounts under a Receiver’s control should be teaas in arrears where this is the case.
(b) CBTL repossessions

This should include each property secured by a CBibktgage taken into possession
(through any method e.g. voluntary surrender, corger etc.) in the reporting period. It
should not include all possession stock remainimgpld in the period. This should not
include where a property is under the control céaeiver, but should include where a
receiver has exercised power of sale.

(c) Number of Receiver appointments on CBTL

This should include where, within the reportingipdr a Receiver has been appointed on a
property secured by a CBTL mortgage, including ¢hebere the property is no longer under
control of a Receiver.

(d) Number of CBTL properties under the control ofa Receiver

This should include where, at the end of the repgperiod, the Receiver is
managing/overseeing a property secured by a CBTitgage.
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3 Complaints
A complaint should be reported where the compleamicerns CBTL activity. Firms already

required to complete the complaints return sei@SP 1 Annex 1 should continue to do
so alongside the CBTL aggregated return.
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Annex C
Amendments to the Decision Procedure and Penaltiesanual (DEPP)
In this Annex, underlining indicates new text atrikeg through indicates deleted text.

2 Annex 1G Warning notices and decision notices ued the Act and certain other

enactments
The Mortgage Description Handbook Decision maker
Credit Directive reference

Insert the following new table at the end of tmsax.
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Order 2015
Article 11(1) when theeCAis Executive procedures
proposing to refuse an
application for entry on
the reqister or variation g
an existing entry on the
reqgister
Article 11(2) when theFCAis deciding Executive procedures

to refuse an application
for entry on the reqister
or variation of an existing
entry on the register

where no
representations are
made in response to a|
warning notice
otherwise by th&DC

Articles 14(1), 14(2),

when theFCA s

16(3) and 16(4)

proposing or deciding to
revoke or suspend the
registration of a
registeredCBTL firm
other than at the firm'’s
request or with the firm’s
consent*

RDC

Article 23(4)

when the=CAis
proposing or deciding to
publish a statement
(under section 205 of the
Act) or impose a financia
penalty (under section
206 of theAct*
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2 Annex 2G Supervisory notices
Insert the following new table at the end of thimex.
The Mortgage Description Handbook Decision maker
Credit Directive reference
Order 2015

Article 19(6) when theFCA s RDC or executive
exercising itown- procedures
initiative powerto SeeDEPP2.5.7G and
impose a direction DEPP 25 7AG

Amend the following as shown.

Schedule 3  Fees and other required payments

Sch 3.2G

TheFCA’s power to impose financial penalties is contained in

thelmmigration Regulations

theMCD Order

Schedule 4 Powers Exercised

Sch 4.1G

The following powers and related provisions in nder theAct have been exercised by the
FCAto make the statements of policyDiPP.

Section 210(1) (Statements of policy) (includirsgagplied by regulation 86(6) of
the Payment ServicdRegulationsandby paragraph 3 of the Schedule to @ress-
Border Payments in Euro Regulatioaisd by article 23(4) of thelCD Ordel)
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Section 395 (The Authority’s procedures) (incluas applied by paragraph 7 of
Schedule 5 to theayment Services Regulatioasgdby paragraph 5 of the

Schedule to th€ross-Border Payments in Euro Regulatiamsl by article 24(2) of
the MCD Orden
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Annex D

Amendments to the Dispute Resolution: Complaints swcebook (DISP)

In this Annex, underlining indicates new text atrikeng through indicates deleted text.

INTRO 1

1

11

1.1.2 G
1.1.10G6 R
1.1.10H G

Introduction

This part of thé&-CA Handboolsets out hoveomplaintsare to be dealt with
by respondentgfirms, payment service providerslectronic money issuers
CBTL firmsandVJ participanty and the=inancial Ombudsman Service.

The powers to make rules (or sendard termprelating tofirms, payment
service providerselectronic money issuerGBTL firmsandVJ participants
derive from various legislative provisions; but tikes (andstandard terms
have been co-ordinated to ensure that they ar¢éicdérwherever possible.

Treating complainants fairly

Purpose and application

Details of how this chapter applies to égple ofrespondenare set out
below. For this purposegspondentinclude:

(2) personscarrying orregulated activitiegfirms), providingpayment
serviceqpayment service providerser providingelectronic money
iIssuance serviceglectronic money issu@rer carrying orCBTL
busines§CBTL firm9 and which are covered by t@@mpulsory
Jurisdictiorny and

Application to CBTL firms

This chapter (except tl@mplaints record rulethecomplaints reporting
rulesand thecomplaints data publication rulgspplies taCBTL firmsin
respect otomplaintsfrom eligible complaintsoncerning activities carried
on from an establishment maintained in theted Kingdom

Q In this sourcebook, the ter@BTL firmdoes not include frm. A
firm carrying onCBTL business covered by this sourcebook as a
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firm.

(2) CBTL firmsare reminded of their obligation to retain inforioat
relevant to demonstrating the firm’s compliance@on-compliance
with the requirements of Schedule 2 to D Order.

Consumer awareness rules

Publishing and providing summary details, and imfation about the Financial
Ombudsman Service

R  To aid consumer awareness of the protexctffered by the provisions of
this chapterrespondentsnust:

(2) refereligible complainants$o the availability of this information:

(aa) inrelation toCBTL arrangersin the information on
registering complaints internally and out-of-cocmimplaint
and redress procedures provided under article ¥)(j(
Schedule 2 to thICD Order, or

G If an MCD credit intermedianhas, before or at the point of sale, provided an

eligible complainantvith appropriate information indurable medium
about their internal procedures for the reasonaiteprompt handling of
complaintspursuant to anotheule, theMCD credit intermediaryneed not
refer to the availability of that information againderDISP 1.2.1R(2)(b).

Complaints handling rules

G The processes thdtran or CBTL firmshould have in place in order to
comply withDISP 1.3.3R may include, taking into account the natscale
and complexity of théirm's or CBTL firm’sbusiness including, in
particular, the number @omplaintsthefirm or CBTL firmreceives:
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Type of
respondent/
complaint

DISP 1.2
Consumer
awareness rule

DISP 1.3
Complaints
5 handling rules

DISP 1.4-1.8
Complaints
resolution rules|
etc.

DISP 1.9
Complaints
record rule

DISP 1.10
Complaints
reporting rules

DISP 1.10A
Complaints
data
publication
rules

anincoming
EEA AIFM
for complaints
concerning
AIFM
management
functions
carried on for
anauthorised
AIF under the
freedom to
providecross-
border
services

aCBTLfirm

Applies for

Applies for

Applies for

Does not apply

Does not apply

Does not apply

in relation to

complaints

concerning
CBTL busines

b

eligible
complainants

eligible
complainants

eligible
complainants

2
2.1

Purpose
21.1 G

Purpose, interpretation and application

Jurisdiction of the Financial Ombudsman Service

The purpose of this chapter is to setwes and guidance on the scope of the

Compulsory Jurisdictiomnd thevVoluntary Jurisdictionwhich are the
Financial Ombudsman Servicdigo jurisdictions:

(1)

theCompulsory Jurisdictioms not restricted toegulatedactivities

payment serviceshdissuance oélectronic moneyandCBTL
businessand covers:
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2.3 To which activities does the Compulsory Jurisdtion apply?
Activities by firms

2.3.1 R TheéOmbudsmaiean consider aomplaintunder theCompulsory Jurisdiction
if it relates to an act or omission byian in carrying on one or more of the
following activities:

(1C) CBTL business

Activities by CBTL firms

2.3.2BA R TheOmbudsmamran consider aomplaintunder theCompulsory Jurisdiction
if it relates to an act or omission bYC8TL firmin carrying onCBTL
busines®r any ancillary activities, including advice, ¢ad on by theCBTL
firm in connection with it€$BTL business

General

2.3.3 G Complaintsabout acts or omissions include those in resdeattovities for
which thefirm, payment service provides+ electronic money issuer CBTL
firm is responsible (including business of appointed representativa
agentfor which thefirm, payment institutiorr electronic money institution
has accepted responsibility).

2.5 To which activities does the Voluntary Jurisditon apply?
251 R TheOmbudsmaran consider a complaint under ¥auntary Jurisdiction
if:

(2) it relates to an act or omission by aparticipantin carrying on one
or more of the following activities
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(c) activities which (at24-Apr20151 March 201Hwould be
covered by th€ompulsory Jurisdictionf they were carried

on from an establishment in thimited Kingdon(these
activities are listed iDISP 2 Annex 1G;

2.6 What is the territorial scope of the relevantyrisdiction?

Compulsory Jurisdiction

2.6.1 R (2) The&Compulsory Jurisdictiomoverscomplaintsabout the activities of
afirm (including itsappointed representativeof apayment service
provider (includingagentsof apayment institutio)) ef of an
electronic money issuéincludingagentsof anelectronic money
institution) or of aCBTL firmcarried on from an establishment in the

United Kingdom

2.7 Is the complainant eligible?

Eligible complainants

2.7.3 R Aneligible complainantnust be gersonthat is:

3) a charity which has an annual income of thas £1 million at the
time the complainant refers tkemplaintto therespondenter

4) a trustee of a trust which has a net asgeewd less than £1 million at
the time the complainant refers tt@mplaintto therespondentor

(5) (inrelation toCBTL businegsaCBTL consumer

Exceptions
2.7.9 R The following are natigible complainants:

(2) (in all jurisdictions) dirm, payment service provideglectronic
money issueICBTL firmor VJ participantwhosecomplaintrelates in
any way to an activity which:
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(ab) thdirm, payments service provides electronic money
issueror CBTL firmitself is entitled to carry on under the
Payment Services RegulatigestheElectronic Money
Regulationgor theMCD Order, or

2 Annex 1G Regulated Activities for the Voluntary dirisdiction at 24-April-2015 21
March 2016

The activities which were covered by thempulsory Jurisdictioifat 24
Apri2015 21 March 201bwere:

(2) forfirms:

() CBTL business

3)
or any ancillary activities ... in connection witiem;

(4) for CBTL firms CBTL businessr any ancillary activities, including
advice, carried on by tHéBTL firmin connection with it.

The activities which (at2Aprit-2061521 March 201Bwereregulated
activitieswere, in accordance with section 22 of 8wt (The classes of
activity and categories of investment), any offti®wing activities specified
in Part Il of theRegulated Activities Order

(28)  advising on a home reversion pléarticle 53B);

29 advising on a home purchase pl@mticle 53C);

(28A)
{29A) advising on a regulated sale and rent back agreertaaticle
(29)  53D);
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(29A) advising on requlated credit agreements for theusgition of

land (article 53DA)

(30) advising on syndicate participation at Lloydaticle 56)
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Annex E

Amendments to the Enforcement Guide (EG)

In this Annex, all the text is new and not undextin

Insert the following new provisions after EG 19.169

19.170

19.171

19.172

19.173

19.174

19.175

The Mortgage Credit Directive Order 2015

The Mortgage Credit Directive (MCD) allofes an exemption not to apply
the MCD to buy-to-let lending if there is in plaae appropriate framework for
the regulation of these mortgages. The MortgagediCiarective Order 2015
(MCDO) is the vehicle through which the framewook fconsumer buy-to-
let” (CBTL) mortgages has been established in ormeomply with the MCD.

The MCDO requires that a firm acting asnalée, intermediary or carrying
out advisory services in relation to CBTL from 2&idh 2016 must be
registered by theCAto do so. It provides for tHeCA to determine
applications to be registered, as well as powessispend or revoke
registration.

It also imposes obligations on registeradgito comply with conduct
requirements set out in the Schedule to the MCIe@jnm relevant information
and to deal with thECA in an open and co-operative manner. FG& also
has the power to give directions to a registened fo secure compliance with
the requirements set out in the Schedule. In additheFCA has
investigation and sanctioning powers in relatiothi framework.

The=CA'sapproach to taking enforcement action under the 2@

mirror its general approach to enforcing fat, as set out iEG 2. It will seek
to exercise its enforcement powers in a mannerighiteansparent,
proportionate and responsive to the issue and stemsiwith its publicly stated
policies. It will also seek to ensure fair treatmehen exercising its
enforcement powers. Finally, it will aim to chartge behaviour of the person
who is the subject of its action, to deter futuoaitompliance by others, to
eliminate any financial gain or benefit from nommgaiance and, where
appropriate, to remedy the harm caused by the nomplkance.

The MCDO, for the most part, applies or angitheFCA'sinvestigative and
sanctioning powers under thet TheFCA has adopted procedures and
policies for the use of those powers that are akihose it has under tiAet
Key features of theCA'sapproach are described below.

Information gathering and investigation powers
Article 23 of the MCDO applies many of threypsions of théActin relation

to theFCA's investigation and information-gathering powersaspect of a
registered firm. The effect of this is to apply #&mne procedures under #et
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for appointing investigators and requiring informatwhen investigating
contraventions of the MCDO.

For example, tHeCA will notify the subject of the investigation thahas
appointed investigators to carry out an invesitgatinder the MCDO and
the reasons for the appointment, unless notiboas likely to result in the
investigation being frustrated. In most casesRGA expects to carry out a
scoping visit early on in the enforcement procésg FCA'spolicy in
regulatory investigations under the MCDO is to peeers to compel
information, in the same way as it would in the rseuof an investigation
under theAct

Decision making under the MCDO

TherRDCis theFCA'’s decision maker for some decisions which require
warning noticeor decision noticeso be given under the MCDO as set out in
DEPP 2 Annex 1G. Th&DC will make its decisions following the procedure
set out iNDEPP 3.2 or, where appropriatbEPP 3.3, andDEPP 3.4 applies
for urgent notices under article 16(1)(a).

For decisions made byecutive procedurethe procedure to be followed will
be those described DEPP 4.

Article 18(3) applies sections 393 and 3¥h@Act to warning noticesand
decision noticegiven under the MCDO and so require B@A to give

third party rights and to give access to matersaset out under thct Article
24(1) applies the procedural provisions of Part e Act, in respect of
matters that can be referred to Tréunal, and article 24(2) applies Part 26 of
the Actto warning anddecision noticegiven under the MCDO.

Public censures, imposition of penalties and the impositions of suspensions
under the MCDO

When determining whether to take actiomjmose a penalty or to issue a
public censure under the MCDO, tR€A’s policy includes having regard to
the relevant factors IDEPP 6.2 andDEPP 6.4. When determining the
level of financial penalty, thECA'’s policy includes having regard to the
relevant principles and factorsEPP 6.5,DEPP6.5A, DEPP 6.5D and
DEPPG6.7.

As with cases under thet, theFCA may settle or mediate appropriate
cases involving breaches of the MCDO to assist éxercise its functions.
DEPP5,DEPP6.7 andEG 5 set out information on tHeCA's settlement
process and the settlement discount scheme.

When determining whether to take actiomjmose a suspension under the
MCDO, theFCA's policy includes having regard to the relevantdexin
DEPP6A.2 and 6A.4. When determining the length ofleeiod of
suspension, thECA'’s policy includes having regard to the relevant
principles and factors iDEPP 6A.3.
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19.183 The=CAwill apply the approach to publicity that is ontd inEG 6.
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Annex F
Amendments to the Perimeter Guidance manual (PERG)

In this Annex, underlining indicates new text atriks1g through indicates deleted text
unless otherwise stated.

Part 1

2.6 Specified investments: a broad outline

Rights under a regulated mortgage contract

2.6.27 G In accordance with article 61(3)(a) of tRegulated Activities Ordea
regulated mortgage contract a contract which, at the time it is entered
into, satisfies the following conditions:

(3) atleast 40% of that land is used, or isndel to be used, as or in
connection with a dwelling.

Detailed guidance on this is set ouPilBRG4.4 (Guidance on regulated
activities connected with mortgages), however gahespeaking the
definition ofregulated mortgage contradoes not include certain loans to
commercial borrowers, second charge loans by atamen, exempt
consumer buy-to-let mortgage contracts BE&®RG4.4.31G)and second
charge bridging loans (s&ERG4.4.1-AG).

2.7 Activities: a broad outline

Exemption relating to the purchase of land for-nesidential purposes
2.7.19E G A credit agreemens an exempt agreement if at, the time it is exté@nto:

(2) any sums due under it are secured legal or equitable mortgage
onland; and

(2) less than 40% of thand is used, or is intended to be used, as or in
connection with a dwelling:
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(@)

(b) in the case afredit provided to trustees, by an individual
who is a beneficiary of the trust ora+related-perelated
personof a beneficiary; and

(2A) thecredit agreemenst not anMCD article 3(1)(b) credit agreement

3)
(4)
2.8 Exclusions applicable to particular regulated etivities
2.8.6A G The exclusions in thRegulated Activities Ordehat relate to the various

arrangingactivities are as follows:

The exclusions ...

(14) Under article 36(2A), arrangements relatecegulated mortgage
contractsare excluded from article 25A in so far they canss
CBTL businestseePERG4.10B) carried on by @BTL firm

2.8.6C G The following activities are excluded from thegulated activityof credit
broking

Other exclusions

(7) The exclusions faglectronic commerce activitidg/ anincoming
ECA provider(seePERG2.9.18G), activities carried on byGBTL
firm with a view to an individual entering intoGBTL credit
agreemen{seePERG2.9.28G andPERG4.10B)and activities
carried on byocal authorities(seePERG2.9.23G) also apply to
credit broking

2.8.12A G Advice given by amnauthorised persom relation to enhome finance
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transactionor advising on regulated credit agreements for theugsition of
landin the circumstances referred toRERG2.8.6AG(5)(a) or (b)
(Arranging deals in investments and arranging adtinance transaction)
is also excluded. In addition:

(2) the following exclusions apply in specifiedcamstances where a
personis advising on investmentadvising on regulated credit
agreements for the acquisition of laodadvising on a home finance
transaction

(e) ...;and

(f) as aCBTL firmin the course of€BTL busineséseePERG
4.10B) (in the case of advising on regulated cragieements
the purpose of which is to acquire land);

2.8.14B G The following exclusions apply in specified circuargces where personis
administering a home finance transaction

5) e
(6) inthe course of carrying ddBTL business as a CBTL filisee
PERG4.10B)
2.9 Regulated activities: exclusions applicable icertain circumstances

Reqistered consumer buy-to-let credit firms

2.9.28 G This group of exclusions applies, in specified wmstances, to the
requlated activitie®f:

arranging (bringing about) regulated mortgage cais

making arrangements with a view to requlated marégeontracts

credit broking

advising on regulated mortgage contracts

B B kBB E

advising on requlated credit agreements for theusgition of land
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(6) exercising, or having the right to exercise, thedier's rights and
duties under a regulated credit agreement

(7) entering into a regulated credit agreement as alé&n

(8) entering into a regulated mortgage contract

9) administering a regulated mortgage contract

G These exclusions apply to a@BTL businessarried on by aCBTL firm

(seePERG4.10B).

Guidance on regulated activities connected with artgages

G A personwho is concerned to know whether his proposed iiesvmay

requireauthorisationwill need to consider the following questions @be
guestions are a summary of the issues to be coedidad have been
reproduced, in slightly fuller form, in the flowatian PERG4.18):

(4A) is the only available exclusion the one @BTL firms(seePERG
4.10B (Regqulation of buy to let lending))?

(5A)

(6) if the answer to 4A is “no” andis not the case that all of my
activities are excluded, am paofessional firmwhose activities are
exempted under Part XX of tihect (seePERG4.14 (Mortgage
activities carried on by professional firms))?

If apersongets as far as question (8) and the answer tajtlestion is 'no’,
thatpersonrequiresauthorisationand should refer to tHeCA website
"How do | get authorised": http://www.fca.org.ukffis/about-
authorisation/getting-authorised for details of #pplication process.

However, if a person wishes to carry©BTL businesseePERG4.10B
(Requlation of buy to let lending) it may be ab&nbfit from the exclusion
for CBTL firmsand be placed on the relevant reqister describBPERG
4.10B if:

(a) no other exclusion applies; and

(b)  the answer to questions (6) to (8) is “no”.
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Note that theersonwould need to apply to be included on the relevant
reqgister described IRERG4.10B.

4.4.1-A G A contract is not aegulated mortgage contradtit is:

3) e
“4) aCBTL credit agreemergxcluded as described RHERG4.4.31G

4.4.6A G

(4) A Dbuy-to-let loan secured on the property to lhési@otentially a
requlated mortgage contraciHowever, such a loan may be
excluded as a loan to a commercial borrower urnteekclusions
referred to in (3) or under the buy-to-let exclusialescribed in
PERG4.4.31G andPERG4.10B which refer to consumer borrowers.

Exclusion for certain consumer buy-to-let mortgagetracts

4.4.31 G There is an exclusion for what tRAOrefers to as an “exempt consumer
buy-to-let mortgage contract”. This is explainedPERG4.10B
(Requlation of buy-to-let lending).

I
~
w
N

I®

For abuy-to-let credit agreemeiiescribed iPERG4.10B.5G), article
61A(5) of theRegulated Activities Ordeyays that a borrower is to be
regarded as entering into an agreement, or intgridienter into an
agreement, for the purposes of a business if (12)asre met:

(1) (@) the borrower previously purchased, or is enteiring the
contract in order to finance the purchase by theobeer of,
the land secured by the mortgage;

(b) atthe time of the purchase the borrower intertiatithe
land would be occupied as a dwelling on the basssrental
agreement and would not at any time be occupied as
dwelling by the borrower or byrelated persoriseePERG
4.4.19G), or where the borrower has not yet pudhdse
land the borrower has such an intention at the tifne
entering into the contract; and

(c)  where the borrower has purchased the land, siecgére of
the purchase the land has not at any time beerpmttas a
dwelling by the borrower or byralated persor{seePERG
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4.4.19G);

(2) the borrower is the owner of land, other thanlémel secured by the
mortgage, which is

(@) occupied as a dwelling on the basis of a rentaeagent and
is not occupied as a dwelling by the borrower oabglated
person(seePERG4.4.19G); or

(b)  secured by a mortgage unddswy-to-let credit agreement

G TheRegulated Activities Orderontains a number of other exclusions which

have the effect of preventing certain activitiesmiramounting tadvising
on regulated mortgage contractBhese are referred to HERG4.10
(Exclusions applying to more than one regulatet/iagt and PERG4.10B
(Regqulation of buy to let lending)

TheRegulated Activities Ordarontains an exclusion which has the effect of
preventing certain activities of trustees, nomirees personal
representatives from amountingentering into a regulated mortgage
contract There is also an exclusion flocal authoritiesand their wholly-
owned subsidiaries. These are referred ®ERG4.10 (Exclusions

applying to more than one regulated activity).lditidn, there-is-amre
exclusionswvhere both the lender and borrower are oversdashvis

referred to IPERGA4.11 (Link between activities and the United Kinggo
and related to consumer buy-to-let lending, whecascribed iIPERG

4.10B

TheRegulated Activities Ordarontains an exclusion which has the effect of
preventing certain activities of trustees, nomirgas personal
representatives from amountingadministering regulated mortgage
contracts There is also an exclusion focal authoritiesand their wholly-
owned subsidiaries. These are referred ®ERG4.10 (Exclusions

applying to more than one regulated activity). didiéion, there-isan
exelusionare exclusionsvhere both the administrator and borrower are
overseas, which is referred toRERG4.11 and related to consumer buy-to-
let lending, which is described RERG4.10B

Exclusion: Buy to let

G There is an exclusion f@@BTL businesslt is described iPERG4.10B

(Regqulation of buy to let lending).
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8.17 Financial promotions concerning agreements fagyualifying credit

8.17.3 G An agreement fogualifying creditincludes the following types of loan in
addition to those that would beegulated mortgage contradbut in each
case only if the lender carries on tlegulated activityof entering into
regulated mortgage contracts

(2) loans secured by a second or subsequentgljidetpted]

Part 2

Insert new section PERG 4.10B after PERG 4.10A this Part, the text is all new and is not
underlined.

4.10B Regulation of buy to let lending
Introduction

4.10B.1 G Atrticle 721 of theRegulated Activities OrdéRegistered consumer buy-to-
let mortgage firms) excludes certain consumer lodlet credit business
from theRegulated Activities Orderinstead that business is regulated
under Part 3 of th®ICD Order. This section provides more detail about the
regulation of consumer-buy-to-let business.

Details about the Regulated Activities Order egidn

4.10B.2 G Atrticle 721 of theRegulated Activities OrdeaxcludesSCBTL businesfom
theregulated activitiedisted INPERG2.9.28G.

4.10B.3 G The exclusion only applies topgrsonincluded on th&CA register
described iIPERG4.10B.16G.

4.10B.4 G There are three main conditions fegulated mortgage activitids be
CBTL business

(2) the activities must relate boiy-to-let credit agreemen(seePERG
4.10B.5G);

(2) the borrower must be acting as a consumerRERG
4.10B.10G(2)); and

3) the activities must come within the definitiof CBTL businesésee
PERG4.10B.8G).
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What does buy-to-let credit agreement mean?

410B5 G (1)

)

A buy-to-let credit agreementeans either:

(@) a contract that at the time it is entered hras the following
characteristics:

) a lender provides credit to an individuatiustees
(the 'borrower");

(i)  the contract provides for the obligatiohtioe
borrower to repay to be secured by a mortgage on
land in theEEA

(i)  at least 40% of that land is used, omiended to be
used, as or in connection with a dwelling by the
borrower (or, where trustees are the borrower,rby a
individual who is a beneficiary of the trust) or &y
related personpand

(iv)  provides that the land secured by the gege is
subject to the requirements in (2); or

(b) is anMCD article 3(1)(b) credit agreememthich provides
that the land, or existing or projected buildirgwthich it
relates is subject to the requirements in (2).

The requirements are that the land, or exgsbr projected building
(as applicable):

(@) cannot at any time be occupied as a dweliinthe borrower
or by arelated personand

(b) is to be occupied as a dwelling on the bak&rental
agreement.

4.10B.6 G Related persors described iPERG4.4.19G.

4.10B.7 G PERGA4.4.6AG explains why the requirementRERG4.10B.5G that the
borrower does not use the land as a dwelling doetake the contract out
of the definition ofregulated mortgage contraettogether without having
to rely on the consumer buy-to-let exclusion déxttiin this section.

Business covered by Part 3 of the Mortgage Ci@idéctive Order 2015:
Introduction

4.10B.8 G CBTL businesmeans the activities in the tableRERG4.10B.9G.

4.10B.9 G Table: Definition of consumer buy-to-let business
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Activity Explanation

Entering into, or promising to enter | SeePERG4.10B.11G(1)
into, aCBTL credit agreemenn the
course of a trade, business or profession
(acting as &BTL lendey

Administering aCBTL credit SeePERG4.10B.11G(2)
agreementin the course of a trade,
business or profession (acting as a
CBTL lendey

Acting as aCBTL arrangerin relation | SeePERG4.10B.12G
to aCBTL credit agreement

Acting as aCBTL adviserin relation to| SeePERG4.10B.13G
aCBTL credit agreement

A CBTL credit agreemens explained ilrPERG4.10B.10G

Meaning of CBTL credit agreement

G A CBTL credit agreememheans a contract that meets the following

conditions:

(1) it meets the definition offauy-to-let credit agreemeim PERG
4.10B.5G; and

(2) it is not entered into by the borrower whadtypredominantly for the
purposes of a business carried on, or intendeé talried on, by the
borrower.

G (1) PERG4.4.32G explains when a borrower is regarded &siag into
abuy-to-let credit agreemefur the purpose of a business carried
on, or intended to be carried on, by the borrower.

(2) A person administers@BTL credit agreemerit the person carries

onadministering a regulated mortgage contratrespect of the
CBTL credit agreemenor would carry on that regulated activity in
respect of th&€BTL credit agreemerit it was not gpersonincluded
on theFCAregister described IRERG4.10B.16G.

Business covered by Part 3 of the Mortgage Ciidéctive Order 2015: Credit
intermediaries

G A personis acting as &BTL arrangeliif the person:

(1)

is not a lender as described in the first odwhe table iPERG
4.10B.9G;
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is not merely introducing, either directlyindirectly, a borrower to
a lender or credit intermediary;

is acting in the course of therson’strade, business or profession,
for remuneration, which may take a pecuniary formary other
agreed form of financial consideration; and

meets one or more of the following conditions

(@) thepersonpresents or offer€BTL credit agreements
consumers; or

(b) thepersonassists consumers by undertaking preparatory
work or other pre-contractual administration inp@s of
CBTL credit agreementsther than as referred to in (a); or

(c) thepersonconclude<CBTL credit agreementsith
consumers on behalf of the lender.

Business covered by Part 3 of the Mortgage Ciidéctive Order 2015:

Advisers

G Under article 6(1) of th&ICD Orderapersonis acting as &BTL adviseif
in the course of thaderson’strade, business or profession, gegson
provides personal recommendations to a consunrespect of one or more
transactions relating t6BTL credit agreements

G Under article 6(2) of th&#ICD orderapersonwho provides personal
recommendations to a consumer in respect of on@oe transactions
relating toCBTL credit agreements not acting as @BTL adviseif the
recommendations are provided:

(1)

(2)

in an incidental manner in the course of@&gssional activity and
that activity is regulated by legal or regulatorgyasions or a code
of ethics governing the profession which do notee the making
of those recommendations; or

in the context of managing existing debt m$ngolvency
practitioner where that activity is regulated bgdeor regulatory
provisions or as part of public or voluntary detivigory services
which do not operate on a commercial basis.

Link to the Mortgage Credit Directive

G (1)

(2)

3)

The definitions oCBTL arrangerandCBTL adviseiare largely the
same as those under tertgage Credit Directive

There igyuidanceon these terms IRERG4.10A (Activities
regulated under the Mortgage Credit Directive).

The main difference between the definitianghis section and those
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in PERG4.10A is that this section only relatesGBTL credit
agreements

Registration of consumer buy-to-let mortgage firms

4.10B.16 G Part 3 of theMCD Orderhas a procedure for tle&CA to include a person
carrying on one of the activities describedPiBRG4.10.9G in a register.

4.10B.17 G There are two types @iersonsubject to the regime:

(1)  firmswith Part 4A permission@ncludingfirms with an interim
permission to carry on one or more regulated dws/under article
56 of the Financial Services and Markets Act 2(R@dulated
Activities) (Amendment) (No 2) Order 2013)); and

(2)  unauthorised persormgescribed in article 8(3) of tidCD order.

4.10B.18 G (1) There are detailed conditions for admissiothtoregister that apply
to an unauthorisegersondescribed in article 8(3) of tidCD
Order.

(2) These detailed conditions do not apply foma in PERG
4.10B.17G(1). The conditions forfiam in PERG4.10B.17G(1) to
be included on the register are simpler.

4.10B.19 G Part 3 of theMCD Orderhas a detailed regulatory regime for firms subject
to that regime.

Exempt consumer buy-to-let contracts

4.10B.20 G There is another exclusion for buy-to-let contractaddition to the one in
article 721 of theRegulated Activities OrddseePERG4.10B.1G for article
721).

4.10B.21 G A contract is excluded from the definition reigulated mortgage contradt
at the time it is entered into, it meets the follogvconditions:

(1) it is a consumer buy-to-let mortgage contweithin the meaning of
theMCD Order(seePERG4.10B.10G for an explanation of what
this means); and

(2) it is either:

(@) of a kind to which thklortgage Credit Directiveloes not
apply by virtue of the exclusions summarise®ERG
4.10A.5G(1) to (8); or

(b) a bridging loan (sdeERG4.13.6G).

4.10B.22 G TheRAOrefers to the contract describedHBERG4.10B.21G as an “exempt
consumer buy-to- let mortgage contract”.
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4.10B.23 G (1) The exclusion for exempt consumer buy-to-lettgege contracts
has the effect that@ersonwhose business covers exempt consumer
buy-to-let lending does not have to consider itsigan in respect of
Part 3 of theMlCD Orderor consider the exclusion PERG
4.10B.2G.

(2) However, exempt consumer buy-to-let lendsgat excluded from
the regime in Part 3 of ttdCD Orderaltogether. This is because
the Part 4A permissiomf afirm that hagpermissiorto carry out any
of the following activities:

(@) arranging (bringing about) regulated mortgage cauis

(b)  making arrangements with a view to regulated mag&ga
contracts

(c) credit broking;

(d)  advising on regulated mortgage contrgcts
(e) entering into a regulated mortgage contract
) administering a regulated mortgage contract

IS subject to aequirementhat thefirm does not carry on any
activity that would constitut€BTL businesas defined ilPERG
4.10B.9G unless thigm is registered as describedRERG
4.10B.16G.

3) Thatrequirementovers the exempt consumer buy-to-let lending
referred to in (1).

4.10B.24 G Another purpose of the exclusionPERG4.10B.2G is that it provides an
exclusion in relation taredit broking

Does all buy-to-let business fall under this regfim

4.10B.25 G Part 3 of theMCD Orderdoes not apply to all mortgage contrasssured
on buy-to-let property.

4.10B.26 G The regime is only relevant to credit secured aidential property. If a
loan to a buy-to-let borrower is secured on comméproperty, the loan is
not aresidential mortgage contraeind this chapter does not apply.

4.10B.27 G The Part 3 regime is only relevant to consumerdveers. Non-consumer
borrowers fall outside Part 3. Many will be exaddromregulated
mortgage activitiegltogether by the exclusions for loans to business
borrowers IPERG4.4.17G tAPERG4.4.21G.
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