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1 Summary

In Consultation Paper (CP) FCA - 18/41** PRA —30/18 we proposed new reporting
requirements which would apply to regulated mortgage lenders and home finance
administrators. This policy statement summarises the feedback received and our

response toit.

Overall, respondents supported our proposals and we are implementing them broadly
as consulted on.

We will be extending the implementation time for the Product Sales Data report
(PSD001) changes to 18 months. This is in response to feedback and other regulatory
proposals affecting mortgages. Implementation timeframes for Performance Sales
Data report (PSD007) and Mortgage Lender and Administration Return (MLAR)
changes remain 12 months as proposed.

We plan to publish the technical documents (Data Reference Guide) in October 2019
and give firms access to the FCA's reporting system (GABRIEL) test environment from
November 2019. Firms which do not already have access can request it via the FCA
contact centre.

Who this affects

This policy statement is directly relevant to:
e mortgage lenders
* mortgage administrators

e entities which own mortgage books but which are not FSMA authorised

This policy statement will also be relevant to stakeholders with an interest in the
mortgage market, including:

o trade bodies
o charities and organisations representing consumer interests

This policy statement is about the information that we collect from certain regulated
firms and is unlikely to be of direct interest to consumers.

The wider context of this policy statement

The FCA's Mortgage Market Study Interim Report, published in May 2018, identified
segments of the mortgage market where we do not currently collect data. We propose
to close the gaps so we can carry-out our functions effectively, including identifying
potential consumer harm. The gaps are in sales data about internal product transfers,
as well as performance data about mortgage books that have been sold to entities
which do not hold a FSMA permission (eg a non FSMA regulated hedge fund) or
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securitised into a special purpose vehicle 'SPV'. The report stated that the FCA would
consider consulting on collecting this information.

The PRA identified gaps in product sales data reporting (PSD001) (such as further
advances not being reported) and this affects the PRA's ability to monitor the

Financial Policy Committee (FPC)'s Loan to Income (LTI) flow limit and stress test
recommendations. These gaps also limit the PRA's ability to assess possible risks in the
mortgage market without making ad hoc data requests to firms and limit the FCA and
PRA's supervisory oversight.

There are also gaps and inconsistencies in the forms and guidance in MLAR about
mortgages sold to third parties or securitised, and second charge mortgages. These
have made it hard for firms to meet their reporting obligations and so limit our ability to
monitor risks effectively.

These reporting changes are significant. To aid implementation we have brought them
together into a single set of requirements via this policy statement. While we remain
committed to reducing as far as possible ad hoc reporting changes, there may be
other relatively minor changes that firms need to make in the short term. For example,
any arising out of the proposed changes on the assessment of affordability. We
recognise the complexity involved in the sales data report (PSD001) changes and have
provided an 18-month implementation timeframe.

What we are changing

Home finance lenders and administrators are currently required to submit aggregated
data via MLAR, as well as individual product data via PSD to the FCA. These data are
shared with the Bank of England and the PRA.

The product sales data report (PSD001) is a quarterly return which collects

data on new mortgages. We proposed to require firms to start providing sales data
report (PSD0O01) returns on further advances and internal product transfers (often
referred to as 'internal switches'). We also proposed adding additional fields including
outstanding mortgage debt and the contractual reversion rate. These data will enable
macro prudential risk in the housing market to be monitored, and inform the FPC's
considerations. They will also enable us to identify potential harm to consumers and
help protect market integrity. At the time of the mortgage market study, internal
product transfers represented over 40% of mortgage sales making them a significant
gap in our data collection.

The performance data report (PSD007) is a half yearly return which collects data
on the performance of outstanding mortgages. We proposed that administrators
should provide performance data report (PSD007) returns on all mortgage books,
irrespective of whether they are held by entities which are FSMA-authorised. This will
help us identify and address harm to consumers.

MLAR collects aggregate data on an on-going basis, on mortgage lending and
administration activity. We proposed to rectify an omission in our reporting forms so
that we receive aggregated returns for second charge loans (the number and value
of loans). We also proposed to clarify MLAR guidance on reporting requirements, to



FCA-PS19/23 Financial Conduct Authority
PRA-PS22/19 FCAand PRA changes to mortgage reporting requirements

Chapter 1

1.16

1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

address firm's queries about their reporting obligations. These proposals will improve
our oversight of second charge loans and improve the quality of data returns.

Outcome we are seeking

The changes will enable us to carry out supervisory, enforcement and policy work in

a more informed and evidence based manner and provide a more complete view on
which to base future market studies. This will enable us to more effectively identify and
address harm to consumers and competition, and threats to market integrity.

The changes will support the PRA's supervision of firms. There will also be an enhanced
ability for the Bank of England to monitor macro prudential risk in the housing market,
helping ensure the stability of the economy and mortgage market.

The quality of MLAR data should improve. The improved clarity of the new guidance

should mean regulators and firms will spend less time dealing with reporting queries.
Oversight in particular of second charge loans will be enhanced.

Measuring success

Following implementation, we will review the new data to ensure thatits quality is
acceptable.

We will consider queries from firms about the new data reporting requirements as they
arise. This will allow us to ensure that the changes are properly understood and that

former misunderstandings concerning MLAR reporting have been addressed.

We will keep under review how far the changes have improved the information we need
for our supervisory, enforcement and policy work.

Summary of feedback and our response

We received 19 consultation responses. This includes 1 response from an organisation
representing consumer interests; 6 from trade associations; 8 from large firms; 1 from
a medium sized building society; 1 from a small second charge firm; 1 from a credit
services firm and 1 from a credit union. We also held industry liaison meetings with
members of 2 different trade bodies.

Overall, respondents supported the proposed changes. Firms and their trade bodies
generally agreed the data should help us meet our objectives and carry out our
functions. Most respondents also agreed with our proposed methods for collecting
the data. There were some exceptions to this, notably from 1 trade body and those
responding from the credit union sector. Their concerns are considered in this policy
statement.

We are implementing our proposals broadly as consulted on. However, we are
making several changes of detail due to the feedback received. For the performance
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datareport (PSD007), we are introducing data items which will give us a clearer
understanding of how mortgage books are held (without unduly burdening firms). We
are also making changes to clarify and simplify the intended content.

1.25 For the sales data report (PSD001), we have changed some of the data fields to clarify
the intended content and have reduced the number of data fields which need to be
completed for internal product transfers. We have also added an additional field about
the rates used for affordability tests where firms have 'stepped rate’ products. This is
inresponse to feedback from a firm and a large trade association.

1.26 Finally, we are making a minor conseguential change to the guidance notes and a data
field label on MLAR, due to feedback about the sales data report (PSD001) changes.

Equality and diversity considerations

1.27 As set out in the consultation, we do not consider that our rules adversely impact any
of the groups with protected characteristics ie age, disability, sex, marriage or civil
partnership, pregnancy and maternity, race, religion and belief, sexual orientation and
gender reassignment.

1.28 We believe there will be positive impacts for all consumers, including those with
protected characteristics due to our enhanced ability to carry out our functions and

meet our objectives.

1.29 We did not receive any feedback on these considerations.

What you need to do next

1.30 If your firmis affected by these changes, you will need to ensure that you meet the
requirements of the new rules so that your reporting is in line with the changes set out
in this policy statement. You will need to implement the changes within the following
timescales:

e 12 months following publication of this policy statement to implement the
performance sales data (PSD007) and MLAR changes

e 18 months following publication of this policy statement to implement the product
sales data report (PSD001) changes
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Table 1 —-Implementation timescales

First reporting

New reporting period covered New reports to be
requirements come | by new data submitted to the
Report into force requirements FCA
April-June 2021 End July 2021
PSD001 01 April 2021 (Q22021) (20 working days
following end reporting
period)
Jan - June 2021 August 2021 (30
PSD007 01Jan 2021 (H12021) working days following
end reporting period)
First full quarter From 01 Jan 2021
MLA-G & MLA-G1 & 01 Oct 2020 following 01 October (dependent upon firm's
MLA-H 2020 accounting period)

(approx. Q4 2020, but
dependent upon firm's
accounting period)

What we will do next

1.31 We plan to publish the technical documents (Data Reference Guide) in October 2019
and to make a GABRIEL testing environment available to firms from November 2019.

1.32 We will review the FCA's website FAQs and make any necessary changes to help ensure
the effective implementation of the new reporting requirements.
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2 Overarchingissues

We received feedback on some overarching issues from both trade associations and
firms.

Feedback received

Implementation period

2.1 We did not receive any concerns from firms or trade bodies about the proposed
12-month implementation period for the proposed changes to the performance data
report (PSD007) and MLAR. However, we did receive comments on the adequacy of
the same 12-month period for implementing the sales data report (PSD001) changes.

2.2 Atrade association stated that the 12-month timeframe was challenging but feasible
providing that we published the detailed technical documents (Data Reference Guide)
alongside the final rules and made a GABRIEL testing facility available to firms early
on. They further stated that if there are other reporting changes arising out of the
mortgage market study, we should consider extending the implementation period.

2.3 Three large firms provided comments directly concerning the implementation
timeframe. One requested a 2-year implementation period; 1 requested 18 months
and the third stated that it could not assess timeframes until the final rules were made
available.

2.4 Another trade association expressed significant concerns regarding the proposed
12-month implementation period for the sales data report (PSD0O01). It had received
significant concerns from firms about adapting existing processes in time due to either
the potential manual intervention required, or the technical complexity of obtaining
data for sales data report (PSD0OO1).

Proportionality

2.5 There were several comments on the proportionality of the changes. A trade
association emphasised the need for us to consider the impact on smaller firms.
Those responding from the credit union sector asked that we remove from reporting
requirements firms holding low value mortgage books.

2.6 Alarge firm requested we consider further the proposed requirement for firms to
report oninternal product transfers within their subsidiaries which are no longer
offering new lending. It identified these as holding relatively low total loan values which
it currently does not have to report upon.
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Our response

Implementation period: \We are proceeding with the 12-month
implementation timeframe for the changes to the performance data
report (PSD007) and MLAR. We have amended our proposals and are
providing an 18-month implementation period for the changes to the
sales data report (PSD001). Based upon consultation responses, we
believe that an additional 6 months will give firms sufficient time in which
to make the required changes to their systems.

The mortgage market study has prompted us to consider making
various changes to our rules. As a result, there may be other (relatively
minor) impacts for reporting systems. It is not possible for all these
changes to be consolidated into a single implementation date. However,
we recognise the concern raised by firms and have extended the
implementation period for the sales data report (PSD001).

In addition, we will publish the technical documents shortly after the
policy statement and plan to give early access to the GABRIEL testing
environment from November 2019.

Proportionality: \We have decided that general exclusions for different
types of firm or subsidiaries which are not offering new lending are not
appropriate.

Data volumes may appear relatively low when taken in isolation but

the volume and value of accounts is not necessarily an indicator of the
extent of potential harm. We need to be able to identify any risks of harm
to consumers who have their accounts held in small mortgage books and
it is important for us to have oversight of the whole market. Also, while
large firms may consider that the books of their subsidiaries which no
longer offer new lending, are relatively insignificant, they can be much
larger than many smaller firms.

We have revisited and reduced the number of fields which will need
to be reported under sales data report (PSD0O01) for internal product
transfersin response to feedback. This will reduce the volume of data
firms need to submit.
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3 Feedback on our proposals — product sales
data: performance reports (PSD007)

This chapter summarises the feedback on our proposals to require mortgage administrators to
submit performance data reports (PSD007) on mortgages owned by entities which do not hold
a FSMA permission, such as non FSMA regulated hedge funds.

The feedback was predominantly from financial services firms or organisations representing
such firms. We also received a response from an organisation representing consumer interests.

Consultation questions

Q1: Do you agree with the FCA proposal to require mortgage
administrators to submit PSD performance reports on mortgages
owned by entities which are not authorised home finance lenders?
If not, what amendments would you suggest?

Q2: Do you agree with the FCA proposal to amend SUP 16.11.1R as per

paragraph 2.7? If you do not agree with the proposal, what other
amendments would you suggest?

Feedback received

There was broad support for the proposals.

We received a request to confirm that where the administrator is responsible for submitting the
report, that this will be the 'Principal’ administrator rather than an 'Other' administrator (both
terms are defined in MLAR guidance — SUP 16 Annex 19BG).

We were also asked to confirm whether debt shortfalls bought by credit services firms are in
scope of our reporting requirements.

Finally, we were asked whether second charge firms that administer their own books are
required to report in future.

Our response

We intend to implement our proposals so that firms with a mortgage
administrators’ permission (including lenders that administer mortgages) will be
responsible for submitting performance data reports (PSD007) on all mortgages
where they act as principal administrator, irrespective of whether they are owned
by FSMA-authorised entities.
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We will also implement our proposals to amend SUP 16.11.1R to make
clear that the firm that entered the regulated mortgage contract will be
responsible for reporting performance data reports (PSD0O07). However,
where the right of the lender to receive payments under the regulated
mortgage contract has passed to another person (for example, where
the mortgage has been sold), the administrator will be responsible for
reporting performance data reports (PSD0O07).

Where the administrator is responsible for submitting the report, this will
be the 'Principal’ administrator rather than an 'Other’ administrator.

We can confirm that mortgage shortfall debts on regulated mortgage
contracts must be reported in PSDO07. They remain subject to other
relevant conduct standards such as those on arrears handling in MCOB
13. This has always been the case.

Our reporting rules do not apply to second charge regulated mortgage
contracts which were entered into before 1 April 2017. Again, this
represents no change to the existing position.

Consultation question

Q3: Do you agree with the FCA proposal to add these fields to
the PSD performance report? If not, what amendments
would you suggest?

Feedback received (to CP18/41 section 2.8)

Structure of report

Consultation feedback added considerable insight on how to best capture meaningful
data on how the mortgage books are held. This included the importance of additional
data items such as whether the loan is securitised and whether the ‘legal’ and
‘beneficial' ownership are held by the same or different persons. It also included the
need to make clear who is submitting the report.

One respondent was unclear who should report mortgage books in the situation where
the beneficial ownership has been sold but legal ownership remains with the original
lender.

‘Closed book’

As set-out in the CP, we want to know whether a mortgage account is in a closed book.

We received useful feedback on the definition of a 'closed book' and what this meant
for specific ownership and funding arrangements. It was emphasised that ‘closed
book'is not a static concept as books will become open or closed over time, for
example, alender may resume lending on a book. It was also noted that securitisations

11
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of mortgages do not necessarily mean that consumers cannot benefit from internal
product transfers ('internal switches').

Do all fields need to be reported?
3.11 A trade association asked whether some of the existing fields within performance data
report (PSD0O07) (eg date mortgage account opened), need to be reportedin all cases.

Our response

Structure of report

We are maintaining our general approach but have amended some
aspects of our proposals. This includes adding 7 fields to the PSD0O07
report which will ensure we know:

o whether the beneficial owner is a regulated firm

* whether the legal owner is a regulated firm

e thereference number of the beneficial owner, where thatis a firm

o thelegal name of the beneficial owner, where that is not a firm (but in
the case of SPVs we will not require the name)

o thereference number of the legal owner, where that is a firm

o the name of the legal owner, where it is not a firm

o whetherthe accountis part of a closed book

This will provide clear information on the arrangement of legal and
beneficial ownership of the mortgage book and the organisations
involved in decisions and actions affecting the treatment of consumers.

We have concluded that we do not need the names of the SPVs as
they generally have no decision-making role affecting the treatment of
consumers in those mortgage books.

The 7 new fields will render the existing field 'reference number of lender
that currently holds the mortgage' obsolete. However, that field also
currently indicates who is responsible for submitting the performance
datareport (PSD007) return. Instead, and in line with the amendments
we are making to SUP 16.11, we are changing this field so that it will
indicate the firm on whom the obligation in SUP 16.11 to submit the
performance data report (PSD007) return falls.

We can confirm that where the lender that entered into the regulated
mortgage contract still owns the mortgage beneficially, that lender is
responsible for the submission of the performance data report. However,
it may delegate that task to another entity, for example a third-party
administrator, and we are not making any changes to SUP 16.11.11R (use
of reporting agents) in this regard.

‘Closed book’

We believe the existing explanation of ‘closed book' is sufficient and
firms will need to consider this in deciding how to report. As the report s
submitted to us every 6 months it can reflect changes to the books over
time, in terms of whether they are 'closed’ or not.

12
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Do all fields need to be reported?

Under our existing rules, the following fields only need to be reported where
known: date mortgage account opened, original size of loan, original term of
loan, and reference number of the original product provider. We do not propose
to change this.

Consultation question

Q4: Do you agree with the FCA proposal that mortgage administrators
submit nil returns where they do not administer any relevant
mortgages? If not, what amendments would you suggest?

Firms asked us to clarify whether a single 'nil return’ could be made for several clients or if there

needed to be a nil report for each. We also received a query about submitting a nil return via
third party proprietary software rather than using GABRIEL.

Our response

We can confirm that a third-party administrator can submit a single
performance data report (PSD007) which covers all the mortgage books for all
the entities that hold them (ie we do not require 1 report per entity). A single nil
return would only be required should all those books cease being administered;
where some books remain administered, a report would continue to be
required. GABRIEL does not currently allow submission of a nil report via third
party software.

13
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4 Feedback on our proposals - product sales
data: sales report (PSD001)

This chapter summarises the feedback to our proposals to require mortgage lenders to submit
sales data reports (PSD0OO01) oninternal product transfers and further advances, as well as
adding 3 data fields.

Consultation questions

Q5: Do you agree with the FCA proposal to require mortgage lenders
to submit PSD sales reports on internal product transfers? If not,
what amendments would you suggest?

Feedback received

Need for the data and proportionality

Consultation feedback generally supported the data being collected. The notable exception
was the credit union sector which asserted that we could identify potential harm from the data
we already collect; and a trade association which questioned whether the amount of data is
proportionate.

Alternative suggestions

Two large firms suggested that the data would be better collected using a separate, standalone
report; and an industry association suggested that, for smaller firms, an extension of the
performance data report (PSD0Q7) to include internal product transfers could be preferable.

Alarge firm asked us to reconsider the proposals on the basis that the mortgage books of
its subsidiaries which are closed for new lending, are relatively small and that it is technically
complex to engineer reporting systems for them. The firm stated that as a result, its costs
would be higher than our cost benefit analysis set out.

Publishing details of the sales method
A trade association requested that we publish data on the split between advised or execution
only sales and whether sales are direct or intermediated.
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Our response

We intend to implement our proposals to require mortgage lenders to submit
sales data report (PSD001) on internal product transfers.

Need for the data and proportionality

Existing data received by the FCA lacks sufficient detail on internal product
transfers to allow us to assess potential consumer harm. The FCA does receive
performance data currently but this is aggregated and does not, for example,
identify any fees and charges added or whether the 'switch' took place before the
end of term.

The mortgage market study estimated that (in 2016) over 40% of the mortgage
market was made up of internal product transfers. This represents a significant
gap in knowledge, not just for supervision but also for informing market studies.

We have reviewed the sales data report (PSD001) to ensure that all required
information is necessary for internal product transfers. This has reduced the
number of data fields to be collected.

Alternative suggestions

The alternative suggestion of using performance data report (PSD007) for
internal product transfers was considered. But the number of additional data fields
which would need to be added means there is no clear benefit to firms compared
to our proposals. It would also mean firms having to re-engineer both sales data
report (PSD001) and performance data report (PSD007) for internal product
transfers. This would be more onerous for firms than our original proposals.

A trade association also expressed a clear preference for us to limit the more
significant changes to sales data report (PSD001).

The alternative suggestion of a separate standalone sales data report for internal
product transfers is highly likely to be more costly and burdensome for firms

than our proposals. It would involve creating a completely new report while also
maintaining the sales data report (PSD001) for sales that were not an internal
product transfer. Indeed, a large trade association explicitly advised against such
an approach.

Publishing details of the sales method

We already publish these details and in the future the reporting changes will
mean we can provide an analysis that includes both internal product transfers
and further advances.

Consultation questions

Qe6:

Do you agree with the FCA proposals to add fields, drop-down
options and guidance to the sales report to adapt for internal
product transfer reporting? If not, what amendments would you
suggest?

15
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Feedback received

Respondents generally agreed that the requested data could be reported. There was
considerable feedback about the specifics of the names and guidance notes proposed
for the data field changes. There were also questions on how internal product transfers
will need to be reported and the interaction with the proposed reporting of further
advances as well as existing reporting.

Definition of an internal product transfer
A number of respondents requested a Handbook definition of an internal product
transfer and asked whether the following would be included:

o lifetime or retirement interest-only mortgages
e buy-to-let mortgages
e adding aborrower to an account

Respondents also asked:

*  howreverting on to a Standard Variable Rate (SVR) should be reported

o whetherreporting for an internal product transfer should differ depending onifitis
anew contract or a variation to an existing contract

o what the reporting implications are of '‘porting' a mortgage to a new property

e how aninternal product transfer on a second charge mortgage should be reported

Transaction reference fields

Questions were raised about the meaning of 'original transaction reference'. Firms
generally stated though that these could be provided (with some potential lack of data
where firms had bought mortgage books). For some, a 'unique’ reference number will
require a change as they currently only use the original account number; for others,
unigue references are always used.

Date mortgage (and previous mortgage) account opened
Feedback indicated some confusion about the data required for the proposed fields:

e 'date mortgage account opened or of further advance or of internal product
transfer or other internal remortgage’

o 'date previous mortgage account opened, or of most recent further advance, or of
most recent internal product transfer or other internal remortgage’

Consultation feedback and subsequent discussions with firms and their trade
associations indicated that the ‘previous’ transaction dates could generally be provided
however it was generally considered more beneficial to report the ‘original’ transaction
date than the 'previous’ one.

Type of borrower
Atrade body suggested an additional drop-down code under 'type of borrower' to
indicate 'internal remortgages.
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Valuation field
4.13 Respondents noted that the field 'type of valuation at origination of mortgage'is not relevant to
internal product transfers as a valuation does not need to be undertaken.

Our response

We have made some changes to our original proposals to clarify the reporting
requirements for firms and so gain higher quality data.

Definition of an internal product transfer
We are including a clear definition of an internal product transfer in our rules.

Ourintentionis not to change how firms contract with customers ie whether an
internal product transfer is a new contract or a variation to an existing contract. In
either case it should be reported in sales data report (PSD001), using the codes
'type of borrower' = “internal remortgage (I)' and 'type of mortgage' = “internal
product transfer (PT)"

Contract variations that are not internal product transfers do not need to be
reported in sales date report (PSD001). Instead, such variations (for example
transfers of equity or term extensions) will be reported in the performance data
report (PSD0O07).

To address specific queries raised:

e When an account reverts to the standard variable rate (SVR) it should not be
reported as an internal product transfer.

o Thevast majority of buy-to-let mortgages should not be reported at all
in product sales data reporting (PSD) as they are not regulated mortgage
contracts.

* Where a mortgage is '‘ported’ to a different property, then this should be
reported as an internal product transfer only where it meets the definition.
For example, where there is a transfer to a different product, but there is no
additional borrowing.

It is important to emphasise that firms can report more than 1 code under data
field 'type of mortgage' and should do so. For example, if an internal product
transfer takes place on a second charge mortgage then this should be reported
using codes 'PT'and 'SC' (although note that there is no need to report as an
internal product transfer where the original second charge mortgage transaction
did not need to be reported in sales data report (PSD001). This includes those
contracts which were originated before second charge reporting requirements
came into force on 1 April 2017.

Another example where 2 codes might be needed to be reported for ‘type of
mortgage’ would be a change to a lifetime mortgage which also meets the
definition in our rules of an internal product transfer. This would need to be
reported as both 'L'and 'PT"

Only 1 code can be reported under 'type of borrower' so in both these cases it
would be reported as 'I' which is an internal remortgage.

17
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Transaction reference fields

Transaction references will need to be 'unique’, as proposed. We recognise that
some firms may need to adjust the references used for reporting. However, it is
important for us to be able to fully differentiate (and match) transactions.

Date mortgage (and previous mortgage) account opened
To clarify our requirements, we are:

e changing the proposed field 'date mortgage account opened or of further
advance or of internal product transfer or other internal remortgage’ to
'‘Date of mortgage transaction’

e we are changing the proposed field 'date previous mortgage account
opened, or of most recent further advance, or of most recent internal
product transfer or other internal remortgage’ to 'Date of original mortgage
transaction’

Type of borrower

We will add a drop-down code 'I" under 'type of borrower” to indicate 'internal
remortgages’ This will distinguish these from ‘external remortgages' which will
be reported using the existing code 'R’

Valuation field
We will add a new drop-down code 'N' which will need to be reported for an
internal product transfer where no valuation has been carried out.

Consultation questions

Q7: Do you agree with the PRA proposal to require PRA-authorised
mortgage lenders to submit sales reports on further advances?
If not, what amendments would you suggest?

Q8: Do you agree with the FCA proposal to require PRA-authorised
firms that will be subject to the PRA requirement to submit
sales reports on further advances, to do so via PSD? If not,
what amendments would you suggest?

Q9: Do you agree with the FCA proposal to require FCA-authorised

mortgage lenders to submit PSD sales reports on further
advances? If not, what amendments would you suggest?

Feedback received

4.14 Feedback supported the proposals to require reporting of further advances. There was an
alternative suggestion from a firm to report further advances as a standalone sales data
report.

18
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4.15

4.16

4.17

4.18

Our response

We intend to implement our proposals to require sales reports on
further advances from both PRA and FCA authorised mortgage
lenders as part of sales data report (PSD001). We are not taking up the
suggestion of creating a separate standalone sales data report, given
the additional cost and complexity this would involve for firms.

Consultation questions

Q10: Do you agree with the FCA proposals to amend drop-
down options and guidance to the sales report to adapt
for further advance reporting? If not, what amendments
would you suggest?

Feedback received

Definition of further advance

Respondents asked for a Handbook definition of a further advance and questions were
raised as to whether drawdowns, lifetime mortgages or transfers of equity would be
included.

Some of the questions respondents asked were similar to those as for internal product
transfers. For example, whether a further advance would also need to be reported in
performance data report (PSD007) and how a second charge mortgage should be
reported where it is also a further advance.

Similar feedback was received as for internal product transfers on the transaction
reference fields and the date the mortgage (and previous mortgage) account was
opened.

There were indications that firms had misinterpreted the proposed amendment to the
field 'the purpose of a second charge regulated mortgage contract, further advance
or extra money withdrawn for remortgages’. Some firms appeared to have understood
this to mean further advances on second charge mortgages only and not on first
charge mortgages.

Our response

We have made some changes to our original proposals to clarify the
reporting requirements for firms and so gain higher quality data.

Definition of a further advance
We are including a clear definition of a further advance in our rules.
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In response to the queries:

Drawdowns of pre-arranged sums are not to be reported as further
advances in sales data report (PSD001) as they are not additional lending (on
the assumption they have already been underwritten). This includes pre-
agreed sums drawdown for offset and lifetime mortgages. However, where
additional borrowing above the pre-arranged sumis agreed and drawn down,
including for offset and lifetime mortgages, this should be reported as a
further advance, but also flagged with the appropriate codes for that type of
mortgage (eqg a lifetime mortgage).

Transfers of equity (which may take place, for example, in connection with a
divorce) should not be reported as further advances unless there has been a
further advance of funds.

'Porting' should not be reported as a further advance as the definition of
further advance is limited to advances secured on the same property as the
existing mortgage contract.

Where a further advance is made on an existing second charge mortgage
then this should be reported as a further advance, but also flagging it is a
second charge mortgage with the appropriate 'type of mortgage' code (ie
'SC'). However, where a further advance is made for a first charge mortgage
borrower, and the further advance is structured as a second charge
mortgage, this would be reported as a new second charge mortgage, and
not as a further advance.

We are changing the proposed field "the purpose of a second charge regulated
mortgage contract, further advance or extra money withdrawn for remortgages'
to "the purpose of a further advance, or extra money withdrawn on a

remortgage, or a second charge regulated mortgage contract' to make it clear
that this field should be reported on for all further advances (whether under a
first or subsequent charge) as well as remortages and second charge loans.

Transaction reference fields

Transaction references will need to be 'unigue’, as proposed. We recognise that
some firms may need to adjust the references used for reporting, however it is
important for us to be able to fully differentiate (and match) transactions.

Date mortgage (and previous mortgage) account opened
In response to feedback, we are:

o changing the proposed field "date mortgage account opened or of further
advance or of internal product transfer or other internal remortgage’ to "Date
of mortgage transaction'

* we are changing the proposed field "date previous mortgage account
opened, or of most recent further advance, or of most recent internal
product transfer or other internal remortgage' to "Date of original mortgage
transaction.
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Consultation questions

Q11: Do you agree with the PRA proposal to require PRA-
authorised home finance lenders to submit the 3
additional fields outlined above? If not, what amendments
would you suggest? (see CP sections 3.21-3.28)

Q12: Do you agree with the FCA proposal to require PRA-
authorised mortgage lenders to submit the information
required by the PRA in PSD sales reports? If not, what
amendments would you suggest?

Q13: Do you agree with the FCA proposal to require FCA-
authorised lenders to submit 3 more data fields in PSD
sales reports? If not, what amendments would you
suggest?

Feedback received

We received queries and feedback on:

o whether the field 'the total amount owed by the borrower to the firm under
regulated mortgage contracts secured on the property immediately prior to the
new borrowing' referred to the same property.

» what would be expected where firms do not hold information for the data field ‘for
a second charge regulated mortgage contract, the total amount owing to third
parties secured on the property..

o forboththese 2 fields, whether the 'amount owed by the borrower’ and 'the total
amount owing' refers only to regulated mortgage debt.

Feedback from a trade association and 1 firm raised a concern that the reporting of
‘contractual reversion rate’ for 'stepped’ products could give an impression that firms
are not using an appropriate stress test rate. The trade association suggested that we
introduce a new data item to address this.

Our response

For the 2 fields:

e ‘'the total amount owed by the borrower to the firm under regulated
mortgage contracts secured on the property immediately prior to the
new borrowing’

o ‘forasecond charge regulated mortgage contract, the total amount
owing to third parties secured on the property’

We believe that it is sufficiently clear that the fields refer to the same
property and do not propose to change the wording. We are however,
amending the text of the second field to make it clear thatitis the
amount owed by the borrower as follows: 'For a second charge regulated
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mortgage contract, the total amount owed by the borrower to third parties
secured on the property’.

Firms offering such mortgages should hold this information as it would be
obtained as part of a firm's consideration of whether to lend to the consumer.

We will make clear that all secured debt must be reported not just regulated
secured debt. This is because some secured debt was taken out before it was
regulated and some secured debt remains unregulated. The unregulated debtis
relevant for prudential considerations.

These fields will also be moved from the ‘Affordability data’ section of sales
data report (PSD001) into the 'Sales data’ This will more accurately reflect their
inclusion in reporting being for prudential purposes, rather than related to the
affordability test.

To address the feedback about 'stepped’ products, we will add a field which

will ask for the interest rate to which the stress test was applied in order that
the size of the stress can be calculated accurately. We will then only ask for the
contractual reversion rate to be reported if different. This will ensure that for
most reporting submissions the contractual reversion rate field will not need to
be completed and will avoid duplicating other data.
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Chapter 5
5 Feedback on our proposals —mortgage
lending and administration return (MLAR)
5.1 This chapter summarises the feedback on our proposals to require second charge
administrators to report on the number and value of loans they administer, as well as
clarifying guidance on the reporting of MLAR.
Consultation questions
Q14: Do you agree with the FCA proposal to require second charge
administrators to report on the number and value of loans they
administer? If not, what amendments would you suggest?
Q15: Do you agree with the FCA proposal to change the category
labels on MLA-G and MLA-G1in SUP 16 Annex 19AR and
19AAR? If not, what amendments do you suggest?
Q1e6: Do you agree with the PRA proposal to change the category
labels on the MLA-G and MLA-G1 templates and add a footnote
clarifying that the templates refer to FCA glossary definitions?
If not, what amendments do you suggest?
Q17: Do you agree with the FCA proposal to amend the guidance
in SUP 16 Annex 19B G to make clear how firms with the
administering permission should complete MLAR? If not, what
amendments would you suggest?
Q1s: Do you agree with the PRA proposal to amend its ‘Notes for
the completion of the Mortgage Lenders and Administrators
Return (‘MLAR’) as set out in Appendix 3? If not, what
amendments would you suggest?
Feedback received
5.2 Respondents generally either supported our proposals or provided no comment. A
few responses involved firms or trade associations checking their interpretation of our
proposals. A firm suggested that it found the term 'persons'’ a little confusing.
5.3 Related to consultation feedback asking for a clear definition of a further advance in relation

to sales data report (PSD0OO01) (see 4.7 above), we have identified a consequential need
to amend MLAR guidance notes and a data field label, to clarify that 'drawdowns’ are not
considered to be further advances.
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Our response

We are implementing all our proposals. To respond to the consultation query, we
have used the term 'persons’ to include both those organisations which are FSMA
authorised and those which are not.

We are amending MLAR notes and data reporting field label E6.3 to make clear
that we do not consider 'drawdowns’ to be further advances. However, this
change should not affect the figures or amounts to be included in the relevant
dataitems.
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Cost benefit analysis update

Feedback received

Respondents to the consultation did not generally comment on the published cost benefit
analysis or provide alternative estimates, except for 2 large firms who stated that their costs
would be higher. There were general comments around the proportionality of our proposals
that have been covered in Chapter 2.

Our response

We consider that the instrument published in this policy statement does not
differ significantly from the version published in the consultation paper. So, we are
not required to publish a new cost benefit analysis in line with section 138I(5)(a).
Nevertheless, we have revisited the cost benefit analysis given the feedback we
received.

Taking into account those responses would in our view increase the large firm cost
estimate from £250,000 to £400,000. This would add £900,000 to total lender
one-off costs.

It is possible that the number of administrators that would have to start
submitting performance data report (PSD007) data on unregulated entities could
be up to 20. Eveniif so, we estimate that only approximately half of these might
incur the costs of setting up a new reporting system with the other half incurring
solely the ongoing costs of reporting in line with the changes. Based on these
assumptions, this would add £82,400 to total administrator ongoing costs.

There could potentially also be additional one-off costs to administrators

(which are not also lenders) of having to update their systems to reflect the new
performance data report (PSD0O07) report. Were there 20 such administrators
affected in this way, this would add £280,000 to total administrator one-off costs.

We have summarised the effect of these potential increases to our costs
estimates below. Even if those increased costs estimates were to accrue, we
remain of the view that that burdens we are imposing are proportionate to the
benefits expected to result from these rules.

Table 2: Overall costs to the industry (revisions in red)

Firm type One-off On-going
Lenders £10.76m (£11.66m) £0.15m
Administrators £0.85m (£1.13m) £0.10m (0.18m)
Total £11.61m (£12.79m) £0.25m (£0.33m)
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Annex 1
List of non-confidential respondents

Association of Mortgage Intermediaries
Building Societies Association
Capital Credit Union

Credit Services Association
Finance and Leasing Association
Jackson Cohen Associates
Lloyds Banking Group

Money Saving Expert
Nationwide

UK Credit Unions

UK Finance

West Bromwich Building Society
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Annex 2
Abbreviations used in this paper

CBA Cost Benefit Analysis

CpP Consultation Paper

FCA Financial Conduct Authority

FPC Financial Policy Committee

FSMA Financial Services and Markets Act

LRRA Legislative Regulatory Reform Act 2006

LTI Loan to Income

MCD Mortgage Credit Directive

MCOB Mortgages and Home Finance: Conduct of Business sourcebook
MLAR Mortgage Lending and Administration Return
MMR Mortgage Market Review

MMS Mortgage Market Study

PRA Prudential Regulation Authority

PSD Product Sales Data

SUP the Supervision manual

We have developed the policy in this Policy Statement in the context of the existing UK and EU
regulatory framework. The Government has made clear that it will continue to implement and apply
EU law until the UK has left the EU. We will keep the proposals under review to assess whether any
amendments may be required in the event of changes in the UK regulatory framework in the future.
All our publications are available to download from www.fca.org.uk. If you would like to receive this
paperin an alternative format, please call 020 7066 7948 or email: publications_graphics@fca.org.uk
or write to: Editorial and Digital team, Financial Conduct Authority, 12 Endeavour Square, London
E20 1JN
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MORTGAGES (REGULATORY REPORTING) INSTRUMENT 2019

Powers exercised

A. The Financial Conduct Authority (“the FCA”) makéhis instrument in the exercise
of the following powers and related provisionshe Act:
(1) section 137A (The FCA'’s general rules);
(2) section 137T (General supplementary powers); an
3) and section 139A (The FCA’s power to give guick).

B. The rule-making powers listed above are spetiioe the purpose of section 138G(2)
(Rule-making instruments) of the Act.

Commencement

C. Part 1 of the Annex to this instrument comes fotce on 1 October 2020.

D. Part 2 of the Annex to this instrument comes fotce on 1 January 2021.

E. Part 3 of the Annex to this instrument comes fotce on 1 April 2021.

Amendments to the Handbook

F. The Supervision manual (SUP) is amended in darae with the Annex to this
instrument.

Citation

G. This instrument may be cited as the Mortgageg(iRitory Reporting) Instrument

2019.

By order of the Board
26 September 2019
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In this Annex, underlining indicates new text atrikeng through indicates deleted text.

Part 1: Comes into force on 1 October 2020

16 Reporting requirements

16.12 Integrated Regulatory Reporting

16.12.18 R
C

Description of | Data item(note | Frequency
data item 1)

Submission
deadline

174

Second charge ...
lending -
arrears

analysis

Second charge Section G1 Quatrterly
mortgage MLAR
administration
— business

profile

20business days

16 Mortgage Lenders & Administrators Return (‘MLAR’)
Annex
19AR

G MORTGAGE ADMINISTRATION: Business profile

(1)

Page 2 of 25



(2)

G2

G2

Number of loans administered
for:

a) -FrmsFirmswith a
mortgage lender’s
permissieimortgage
lenders permission

b) Otherfirmgersongbut
notspecial purpose
vehicles- see c) below)

c) -SPVsSpecial purpose
vehicles

d) Total

Balance outstanding on loans
administered for:

a) -FrmsFirmswith a
mortgage lender’s
permissiermortgage
lenders permission

b) Otherfirmgersongbut
notspecial purpose
vehicles- see c) below)

c) -SPVsSpecial purpose
vehicles

d) Total

MORTGAGE ADMINISTRATION: Business profile

Lenders Persons for whom
mortgage administration was
being carried out at end of
quarter

Firms Firms with a-mertgage
lender'spermissiomortgage

lenders permission

[top 5 only

Otherfirm9ersongbut not
special purpose vehiclessee
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2 G2.3 below):
[top 5 only

G2 SPVsSpecial purpose vehicles ...
3

[top 5 only

Mortgage Lenders & Administrators Return (‘MLAR’) — sub-forms for
second charge regulated mortgage activity

MLA-G1 Second Charge Mortgage Administration — Buess profile

Second or subsequent charge mortgage contracisiathred at end of quarter

As Principal As Other administrator
administrator

=

Total number
of residential
loans to
individuals
administered

Total balance
outstanding on
all residential
loans to
individuals
administered

(£000’s)

IN

Notes for Completion of the Mortgage Lenders & Admnistrators Return
(‘MLAR’)

SECTION G: MORTGAGE ADMINISTRATION — BUSINESS PROFI LE

You should also note, however, that if you havehlaomortgage lendés activity
and amortgage administratés activity to administer your own book and do not
have any off-balance sheet loans to administen, yoe should-net-complete-this
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section answer only the first question of sectioof G1eMLAR (“Do you need to
complete tables G and H?"), leaving the rest ofised& and section H blank.

‘Principal’ and ‘Other’ Administrators

* Principal administrator : this is where yourfirnfirm:

@) is administering its own off-balance sheet mortgaoe

(b) is authorised to undertakev@rtgage administratos activity, and is
exercising that activity on behalf of either a lendr-etherfirm another
personthat is not itself authorised to undertakeartgage administratcs
activity;, or has entered into a contract to ddogbhas outsourced the
mortgage administratos activity to anotheperson

e Other administrator: this is where yourfirniirm {altheugh-autherised-to
whdertake-anortgage-administrates-activity) is undertaking loan
administration for either a lender -er-etherfirnodrerfirm which itself is also
authorised to undertakenaortgage administratos activity. In this situation,
your firm firm is not regarded as the ‘principal administratarigd you are
merely acting on behalf of an authorisedrtgage administrator

Gl Mortgage contracts administered at end-quarter

Where your firm is acting as Principal administrator (columns 1-3)

Collects data on mortgage contracts administeseat the end of the quarter, bu
only where you are formally acting as principakiercising anortgage
administratofs activity. It therefore excludes the reporting of

—

* any loan administration where you, beinfiran without amortgage
administratofs activity, are merely providing an outsourcedvgss for a third
party which does havemortgage administratds activity -and-whieh-is

exercising it in respect of those loans; and

* any loan administration where youfian having anortgage administratés
activity, are acting as agent and providing anaurtsed service for a third
party which itself has mortgage administratos activity and-which-is

exercising it in respect of those loans.

G1.1 | Number of loans

You should detail the number mdgulated mortgage contracts
administered as at the end of the quarterferfiimss with amortgage

lenders activity, for othedirms persongte—lenders including

Page 5 of 25



FCA 2019/88

unauthorised purchasers of your off-balance sheetigages forwhich

whom you administer mortgages-butthey-themseleasotthave-a
meﬁgage—lendes—aenwty) and forspemal purpose vehlcleé§P—\Ls—)—e—e

||§. """ o

You should also detail the number of non-regulddads administered as
at the end of the quarter ferfirfisns with amortgage lendeés activity,
for other-firmspersong+e—enders includingnauthorised purchasers of

your off-balance sheet mortqaqes#epwhlch whom emmlnlster

and forSP—\LsspeC|aI purpose vehicles

The total (all loans) is the sum @gulated mortgage contracéd non-
regulated loans.

G2

Lenders_Persons for whom mortgage administrationvas being
carried out at quarter-end

Collects data only on the top fivelenrdpessonsor each category by
value (i.e. the largest fiviiems persondy value, based on balances
outstanding on regulated loans) for whom mortgafyeiaistration was
being carried out at the quarter end. (Details therclenderpersonsare
not required to be shown, over and above the taplisted in each
category.)

The analysis required in G2 coversrabbrtgage administratioactivity
undertaken by yourfirtfirm, irrespective of whether yourfirfirm is

acting as a ‘principal’ or ‘other’ administratorh@ final column of the
analysis, however, asks you to indicate your stiamusach-firmperson
listed, namely whether acting as ‘Principal’ or@ther’ administrator.

G2.2

Other firms-persons who own loans

Please detail the top five otHams personsvho own beneficially the
rights of the lender under the relevant mortgagerects (by value) for
whommortgage administratiowas being carried out at the quarter-eng
(but who themselves do not havenartgage lendés activity; these
personsmay beauthorised personsr unauthorised persons

You should indicate the value @fgulated mortgage contracéd non-
regulated loans for each of the top five other$iparsonsvho own
beneficially the rights of the lender under theevaint mortgage contracts
and for whom you administer.

The total (all loans) for eadhn personlisted is the sum afegulated
mortgage contractand non-regulated loans.
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SPVs Special purpose vehicles

Please detail the top fiv@PVsspecial purpose vehiclg¢by value) for

whommortgage administratiomwas being carried out at the quarter-end.

your firm has off-balance sheet loans (which it has repon&sil.1 c) and
G1.2 ¢)) then please show ydiurm as one of these fiv@RVsspecial
purpose vehicleas follows:

* group together aP\,sspecial purpose vehiclésr which yourfirm is
the originator and show the aggregated amountssimgée line
(irrespective of whether the total of regulatechi®#or all suctsPVs
special purpose vehiclegould rank within the top five);

* under “firm reference” column, put yofirm’s reference number;

 under “Name of firm” column, put yodirm’s name followed by “own
SPVsspecial purpose vehiclem brackets, for example XYZ firm name
(own-SPVsspecial purpose vehicles

You should indicate the value mfgulated mortgage contracésd non-
regulated loans for each of the top fi¥BVsspecial purpose vehicldésr
whom you administer.

The total (all loans) for albPVsspecial purpose vehicldisted is the sum
of regulated mortgage contracts and non-regulataaisl

SECTION H: MORTGAGE ADMINISTRATION — Arrears analys is

Type of loans to be reported

This arrears analysis should cover only thosesyféoan listed below, in respect

of which yourfirm is formally acting as principal administraterxeecising-a
mortgage-administratég-activity. Thus, irrespective of whether ydirm has a

mortgage administratos activity, if you are merely acting as an admtirasor for
a third party that itself has;-ang-is-exereisingya@tgage administratds activity,
then you should not include any such loans indhalysis

The types of loans to be included in the analgsis

(i)

(ia)

(ii)

Loans administered fdirms which do not themselves havenartgage
lenders activity. These-are-the loans are reported a2 ®Lin table G.

Loans administered for any oth@grson including loans which youirm
originated but which have been securitised offtedasheet (and are
therefore not reported in section A3 of Table AemtSecuritised
balances”). These loans are also reported at Qirtable G.

Loans administered forthird-par8PVs special purpose vehicl@dhese
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loans are reported at G1.2 c¢) in table G.

N N e | M. 26 of table. G

Part 2 — Comes into force on 1 January 2021

16 Reporting requirements

16.11 Product Sales Data Reporting
Application

16.11.1 R This section applies:

(2) inrelation to performance data reports,:

(a) toathefirmin (“A”) which therights-and-obligations-ef-the
lenderunder a entered into ttegulated mortgage contract

are-vested; or

(b) where the right of the lender to receive paymenteuthe
requlated mortgage contrabias passed to another person
(“B™M by legal or equitable assignment or by op&natof law:

() where B is dirm with permissiorfor administering a
reqgulated mortgage contradirm B (and it is immaterial
for this purpose whether B makes arrangements for A
anothempersonto administer the mortgage or to exercise
the lender’s rights under it); or

(i) where B is not &irm with permissiorfor administering
a requlated mortgage contraand B enters into an
agreement with éirm (“C”) to administer the contract,
firm C (it is immaterial for this purpose whetlem C is
firm A, or whethelfirm C enters into an arrangement
with anothempersonto outsource or delegate the
performance of some of those administration acisjt

16.11.1 G Where arequlated mortgage contrabias been sold or securitised, finm
A responsible for the performance data report shibelthe ‘principal
administrator’ submitting thBILAR (see section G @UP 16 Annex
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19AR and the guidance notes on section S 16 Annex 19BG).

Purpose
16.11.2 G

(3) Certain of the information is required und®RArules: se§SUP
16.11.7R(2) to (5). This information is collectegthe FCA for the
PRA but thePRAallows theFCA to retain the information for the
FCA's purposes.

Reporting requirement

16.11.3 R
(8 A firm must submit a nil return in respect of performadata
B) reports if it does not own any rights of a lendeder aregulated
mortgage contractand only carries on thhegulated activityof
administering a requlated mortgage contréat firms which are
themselves obliged to submit performance data tepmdelSUP
16.11.1R(2).
16 Reporting Fields
Annex
21R
2
(©)
Data reporting field Code (where |Notes
applicable)

Performance Data (report for all regulated mortgage contracts)

Reference number of  |[Numeric Fhis-field-must-contain-thigrm

lender that currently hol reference number of the lender that

the-meortgage thBrm to currently holds the mortgage whether

whichSUP16.11.1R(2) they originated the mortgage or have

applies boughtitfrom-aneotherfirm—\Where-the
. tised._this includes
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mortgage. This should be the FRN of
thefirm which is obliged to submit the

-

performance data report (not the FR

of the reporting agent, if there is one

appointed undeBUP16.11.11R).

Is the beneficial owner @

Y = ves

the rights of the lender

under the mortgage N =no
contract &irm?
Reference number of thiNumeric Where thdirm submitting the report is$

firm which is the
beneficial owner of the
lender’s rights under the
mortgage contract

the beneficial owner, report the

reference number of thétm.

Where the beneficial owner idiam

other than théirm submitting the

report, report the reference number of

the otheffirm.

If the beneficial owner is an

unauthorised persqmo not report this

data element

Name of thaunauthorise

Alphanumeric

Where the beneficial owner is an

persot which is the

beneficial owner of the
lender’s rights under the
mortgage contract

unauthorised persqmeport the legal
name (rather than a trading name) of

thatperson

If that unauthorised persois aspecial
purposevehicle report “SPV”.

If the beneficial owner is aauthorised
persol, do not report thidata element

al

firm which is the legal
owner of the lender’s

contract

rights under the mortgage

Is the legal owner of thelY = yes Where the lender’s rights have been
lender’s rights under the sold or assigned in a way which creates
mortgage contract@m?N =no a split between the legal and benefic
ownership of those rights, report
whether the legal owner isfiam or not.
Reference number of thé&umeric Where thdirm submitting the report i$

the legal owner, report the reference
number of thafirm.

Where the legal owner isfiam other
than thefirm submitting the report,

report the reference number of the Iggal
owner.

If the legal owner is aonauthorised
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persor, do not report thigata element

Name of theunauthorise

Alphanumeric

Where the legal owner is an

personwhich is the legal
owner of the lender’s

contract

rights under the mortgage

unauthorised persqmeport the legal

name (rather than a trading name) of

thatperson

If that unauthorised persois aspecial

purpose vehic, report “SPV".

If the legal owner is aauthorised

persor, do not report thigata element

Is the account part of a

Y = yes

closed book?

Z
11

>

3

Report 'Y’ if the mortgage account (a

collection of accounts of which the

account is treated as part, i.e. the

mortgage book) is closed to new

business. This will be the case wherg

the only new funds transferred to the

account or the book are further

advances to theustomei(or existing

customersvithin the book), but the

customelis not able to change to a n¢

product type or switch interest rate

types. This would include mortgage

mortgage books owned laythorised

person whose permission does not

include therequlated activityof

entering into a requlated mortgage

contract and mortgage books where

books owned bynauthorised persons

=

174

D

owner hagpermissiorto carry on the

requlated activityof entering into a

requlated mortgage contrabut is not

exercising it in relation to the mortga
book orcustomerswithin the book.

je

Reference number of
administrator

Numeric

Where the mortgage is administrated
a third party that is aauthorised
persot, this field must contain the
reference number of th&tm. (This
should be the Principal administrator
rather than the Other administrator: s
Section G oSUP16 Annex 19BG.)

ee
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Part 3: Comes into force on 1 April 2021

16 Reporting requirements

16.11 Product Sales Data Reporting

Content of the report

16.115 R A sales data report must contain salesidaespect of the following
products:

(3) regulated mortgage contrac(putnet including further advances
(seeSUP16.11.7R(3)) and internal product transfers aneril
remortgages, irrespective of whether there is amevigage
contract);

16.11.7 R (1) A data report must comply with the provisionsS&iP16 Annex
21R.

(2) But (3) to (5) apply wheref&rm which is required to submit a sales
data report undeésUP16.11.3R(1)(a) is RRA-authorised person
which is also required to submit information to F@A under
chapter 23 (requlatory mortgage contract reportoidhe PRAs
Regulatory Reporting rules.

(3) Where the sales data report relates to a furtheared SUP
16.11.3R(1)(a) an8UP 16 Annex 21R apply to tHem only in
relation to the format in which thdata elements the report are to
be submitted to thECA.

(4) Where the sales data report does not relate tdteefuadvanceSUP
16.11.3R(1)(a) an8UP 16 Annex 21R apply to tHem in respect
of thedata elementfisted in (5) only in relation to the format in
which thedata elementare to be submitted to tReCA

(5) Thedata elementare:

(a) the total amount owed by the borrower to file and secured
on the property immediately prior to the new borirayy
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(b) for asecond charge regulated mortgage contréoe total
amount owed by the borrower to third parties setorethe

property;

rate to which stress test applied; and

(c)
(d) contractual reversion rate.

Mortgage Lenders & Administrators Return (‘MLAR’)

E( RESIDENTIAL LOANS TO INDIVIDUALS: Nature of loan
2) and purpose

E6 By purpose

E6. Further-Advance ...
3 advances and
drawdowns

Notes for Completion of the Mortgage Lenders & Admnistrators Return
(‘MLAR)

SECTION E: RESIDENTIAL LOANS TO INDIVIDUALS — New b usiness
profile

E6 By purpose

E6.3 Further advanceadvances and drawdowns

A further loan (either as-a-nrermal further adwrar as a second charge
loan where théirm has the first charge) to an existing borrower ef th
firm, secured on the same property; or a drawdownflaxidle mortgage.
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The underlying purpose of the further advance awdown is not relevant
and could include e.g. purchasing freehold intareatcurrently owned
leasehold property; buying a second property orséueirity of the first; as

a consumer loan fully secured on residential priyper-as-a—drawdown’
on-a-flexible-mertgage.

However, further advances and drawdowns on exigtingto let loans,
and onlifetime mortgagdoans should instead be reported against E6.2 and
E6.6 respectively.

16 Products covered by the reporting requirement in S® 16.11
Annex
20G

In the case of mortgage transactions, the regprégquirement-enly applies to
loans for house purchase-and remortgages, interoduct transfers (including
those effected by a new mortgage contract and thibseted as contract
variations) and-{in-the-case-ef sales-data-enligaturther advances. In the case
of sales data, a reportable mortgage transactiplieapvhere the mortgage
transaction has completed (i.e. funds have beesfeaed and have been applied
for the purpose of the mortgage).

16 Reporting fields
Annex
21R

2 SPECIFIC REPORTING FIELDS

(c) Mortgages

Notes

i es |oie|eted]
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(8) Inthis Annex:

(@ a‘“further advance” means a further loan to antexsorrower of
thefirm and which is secured on the same property, whetier a
new mortgage contract, or by variation to an exgstnortgage
contract. A “further advance” includes a loan sedury a second or
subsequent charge where fhim has the benefit of the first charge
(or other charge ranking in priority to that on wtnthe further
advance is secured); and

(b) an “internal product transfer” means where a boemownder a
regulated mortgage contradbes not change lender but transfers
internally to a different mortgage product, or iesdheir existing
product, with no additional borrowing (other thawdguct fees or
arrangement fees added to the outstanding amauimtther or not
the transfer involves a nesggulated mortgage contract

Data reporting field Code (where |Notes
applicable)

Sales Data (report for allregulated mortgage contracts)

Date-mertgage-aceount DD/MM/YYYY |Date of mortgage completion or draw

opened of mortgage down of the funds. In the case of an
transaction internal product transfer or other

internal remortgage, this should be the
date the new account is opened, or the
rate change or product switch is

effected.
Original transaction Numeric / Only report thigdata elementvhere
reference Alphanumeric [there is a further advance or an internal

product transfer or other internal
remortgage. Report the transaction
reference of the mortgage when
originally reported.

If the mortgage is an internal
remortgage or the result of a series qf
internal remortgages, report the
transaction reference of the earliest
predecessor mortgage in that series.

If that predecessor mortgage predates
sales data reporting (i.e. the original
mortgage transaction pre-dates 1 Apr
2005), report “predates”.

If the transaction reference to be
reported is not known, report
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“unknown”.

Date of originaimortgage

DD/MM/YYYY

Only report thi-ddata elementvhere

transaction

there is a further advance or an inter

product transfer or other internal

remortgage. Report the date of the

mortgage transaction when originally

reported.

If the mortgage is an internal

remortgage or the result of a series d

internal remortgages, report the

transaction date of the earliest

predecessor mortgage in that series.

nal

—

If that predecessor mortgage predates
sales data reporting (i.e. the original
mortgage transaction pre-dates 1 April
2005), or the date to be reported is not
known, report “01/01/1900".
Type of mortgage L #fetime Use code to indicate mortgage type.
mortgage Report all relevant codes.
SA =shared |Report ‘NA’ to denote ‘not applicable/
appreciation  where codes do not apply.
mortgage
Report ‘FA’ for a further advance ung
SO =shared [the same mortgage contract.
ownership
mortgage Report ‘EN’ for a further advanaeder
a new mortgage contract.
BM = business
loan Report a ‘guarantor mortgage’ where
the income of a guarantor has been
BL = bridging |included in the affordability assessment.
loan
Report a ‘low start mortgage’ where
FA = further |payments are made on an interest-only
advance under {basis for a set period at the start of the
existing mortgage, but payments contractually
mortgage revert to a repayment basis after this|set
contract period.
FN = further  |Report ‘PT’ for an internal product

advance under #gransfer.

new mortgage
contract

Report ‘SC’ for asecond charge

regulated mortgage contradiVhere
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relevant, report both ‘FN’ and ‘SC’

GM = guarantor

where thdirm is entering into aecond

mortgage

charge reqgulated mortgage contraanid

HN =loan to a

the borrower also has amounts owin

high net worth
mortgage

property, or ‘FA’ and ‘SC’ where ther

customer

is a further advance undesacond

charge requlated mortgage contract

BR = buy-to-let

Where there is an internal product

transfer on &econd charge requlated

mortgage
(regulated)

mortgage contractreport ‘PT’ and

LO = low start
mortgage

PT = internal
product transfer

RI = retirement

‘SC.

Report ‘VN’ for contract variations thg
result in a newegulated mortgage
contract,where no affordability
assessment has been undertaken in
accordance wittMCOB 11.6. Where

interest-only
mortgage

SB = self-build
mortgage

SE = secured
overdraft

SC =second
charge regulate
mortgage
contract

VN = contract
variation with ng
affordability
assessment

NA = not
applicable

Report ‘L’ if the mortgage is bBfetime
mortgageof the type described in
MCOE 9.4.132AR.

relevant, report as both ‘VN’ and ‘PT].

thefirm secured by a first charge on the

e

At

Was this mortgage
advanced under a
government supported
initiative?

Report whether the mortgage was
advanced under a governmesopporte
initiative, e.g. through provision of a
shared equity loan or indemnity
insurance.

In the case of an internal product

transfer, do not report thtata elemen
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Type of borrower

F = first time
buyer

M = home
movers (29 or
subsequent
buyers)

| = internal
remortgagors

R = external
remortgagors
C = council/

landlord tenant
exercising their
right to buy

O = other

A mortgage taken on a previously
unencumbered property should be
reported as a remortgage.

Only 1 code should be entered.

Report ‘O’ forlifetime mortgages
bridging loans further advances and
second charge regulated mortgage
contractsthat are not for remortgage
purposes.

(including those done through a cont

new contract). Report ‘R’ for all other

remortgages.

mortgages

Repayment strategy for| ...
interest-only and mixed

basis.

Where there is more than one
repayment strategy, report all.

For alifetime mortgagef the type
described ilMCOB 9.4.132AR, report
both ‘L" and ‘C".

In the case of an internal product

months

Term of mortgage in

Numeric

Report the mortgage term in months

internal remortgage, or for a further

advance.

Where the loan is split into more thar

Page 18 of 25

Use code to indicate type of borrower.

Report ‘I for internal product transfers
registered sociahnd other internal remortgages

variation rather than by entering into |a

transfer, do not report thtata element

advance, report the remaining term at
the time of the transfer, remortgage or

Report where any part of the mortgage
has been advanced on an interest-only

For an internal product transfer or other

N
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one part, report the term applying to
largest part of the loan.

Size of loan

Numeric {

The original balance when the mortg
was completed. For an internal prodt
transfer, report the balance immediat

after the transfer. For a further advan

report the size of the advance. This

amount should include fees and chat
added to the loan.

Market value of the
mortgaged property

Report the market value of the
mortgaged property represented as &
sterling equivalent amount. The valug
reported should be based on the
SuFveyers surveyor’s valuation, a
valuation index, or other method that
the product provider used to determi
the market value.

In the case of staged constructiorself
build schemes, value means ‘expects
final value of property at the time the
lending decision is made’.

In the case of an internal product

transfer, do not report théata elemen

the

ICt

ely
ce,

ges

1S4

D

Type of valuation at
origination of mortgage

| = internal
inspection

E = external
inspection only,
including drive-
by

A = automated
\valuation model

Report the type of valuation undertak
to obtain the market value of the
mortgaged property.

An internal inspection is where a valt
has carried out an internal inspection
the property.

An external inspection is where the
property has been inspected (includi

en

ler
of

ng

indexed or by drive-by inspection), but without an
desktop internal inspection of the property.
valuation
In the case of an internal product

O = other transfer, do not report thdata elemen
N = nc valuation
carried out

The total amount owed INumeric { For a new mortgage contract, report

the borrower to thérm
and secured on the
property immediately

total amount owing to thii'rm and

secured on the property that is

the

outstanding immediately prior to the

Page 19 of 25



FCA 2019/88

prior to the new
borrowing

mortgage advance.

For a further advance under an exist

reqgulated mortgage contrativhich

constitutes a variation to that mortga

contract), report the amount owed to

firm and secured on the property

immediately prior to the making of th

further advance.

an existingegulated mortgage contrg

which is asecond charge regulated

mortgage contractreport the amount

owed to thdirm and secured on the

property immediately prior to the

making of that further advance.

This data elemenis not limited to

amounts secured brggulated mortga

contracts but includes any borrowing

secured on the property.

In the case of an internal product

transfer, do not report théata elemen

For asecond charge

Numeric {

Report the total amount owing to thir

regulated mortgage
contract the total amour
owed by the borrower ta
third parties secured on

the property

—

the time of the mortgage advance or
further advance, as relevant. (Amour
owing to thefirm secured by charge
ranking in priority to thesecond charge
reqgulated mortgage contrashould be
included in thedata elemenabove.)

This data elemenis not limited to
amounts secured lrggulated mortga
contracts but includes any borrowing
secured on the property.

In the case of an internal product
transfer, do not report théata elemen

withdrawn for
remortgages

Amount of extra money| ...

For remortgages only, report taemoun
of extra money withdrawn, when the
new mortgage is larger than the
previous mortgage.

Report the extra money withdrawn as

parties and secured on the property at

ng

je

Where there is a further advance under

ct

1%}

the size of the new loan reported les:

U U7
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the value of the previous mortgage
outstanding immediately prior to
completion.

In the case of an internal product

transfer, do not report théata elemen

first and second borrower, report for
both.

A reference to the ‘county court’ is a

reference to the county court in Englq
and Wales, the county court in North

In the case of an internal product

transfer, do not report thtata elemen

The purpose of a furthefH = home Use codes to indicate the purpose(s) of
advancesecond charge improvements the further advancesgcond charge
regulated mortgage regulated mortgage contraabr the
contractor extra money D = de_bt _ extra money withdrawn for first or
withdrawn for consolidation isecond charge remortgages.
remortgages
O = other Report all that apply.

In the case of an internal product

transfer, do not report thdata element
Amount of debt Report only where the borrower is
consolidated consolidating debt into the new

mortgage.

In the case of an internal product

transfer, do not report thdata element
County court judgmentsNumeric £ Report where the first borrower has
(CCJs) — first borrower been the subject of one or more CCJs,
(Value) with a total value greater than £500,

within the last three years (whether

satisfied or unsatisfied).

Report ‘0’ where the borrower does not

have any CCJs.

Where a CCJ is registered against the

Ireland and the sheriff court in Scotland.

County court judgments
(CCJs) -second borrowe
(Value)

Numeric {

Report where the second borrower h
been the subject of one or more CCJ
with a total value greater than £500,
within the last three years (whether

satisfied or unsatisfied).

as
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Report ‘0’ where the borrower does 1
have any CCJs.

Where a CCJ is registered against th
first and second borrower, report for
both.

A reference to the ‘county court’ is a

reference to the county court in Engli
and Wales, the county court in North

In the case of an internal product

transfer, do not report théata elemen

Impaired credit history
first borrower

A = arrears
V = IVA
B = bankruptcy

D = debt relief
order

NA = not
applicable

Use code/s to indicate applicable cre
history of first borrower. Report all th

apply.

A = applies where within the last two
years, the first borrower has owed
overdue payments, of an amount
equivalent to three months payments
a mortgage or other loan (whether
secured or unsecured).

V = applies where the first borrower |
been subject to an individual volunta
arrangement (IVA) at any time within
the last three years.

B = applies where the first borrower |
been subject to a bankruptcy order a
any time within the last three years.

D = applies where the first borrower
been subject to a debt relief order an
time within the last three years.

Where the impaired credit item relate
to both the first and second borrower
report for both.

Report ‘NA’ to denote ‘not applicable
where the borrower has no relevant
impaired credit history items.

For the purposes of this note:

- areference to an ‘individual

ot

e

Ireland and the sheriff court in Scotland.

dit

Yy

t

Yy

S

voluntary arrangement’ includes &
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protected trust deed in Scotland;

- areference to a ‘bankruptcy orde
includes a declaration as to
bankruptcy made by the sheriff of
the Accountant in Bankruptcy in
Scotland;

- areference to a ‘debt relief order’
includes LILA (Low Income Low
Asset) Bankruptcy in Scotland.

In the case of an internal product
transfer, do not report théata elemen

Impaired credit history
second borrower

A = arrears
V = IVA
B = bankruptcy

D = debt relief
order

NA = not
applicable

history of second borrower. Report a
that apply.

A = applies where within the last two
years, the second borrower has owe
overdue payments, of an amount
equivalent to three months payments
a mortgage or other loan (whether
secured or unsecured).

has been subject to an individual
voluntary arrangement (IVA) at any
time within the last three years.

D = applies where the second borrov
has been subject to a debt relief orde
any time within the last three years.

Where the impaired credit item relate
to both the first and second borrower
report for both.

Report ‘NA’ to denote ‘not applicable
where the borrower has no relevant
impaired credit history items.

For the purposes of this note:

- areference to an ‘individual

voluntary arrangement’ includes &
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V = applies where the second borrower

B = applies where the second borrower
has been subject to a bankruptcy order
at any time within the last three years.

ver

=

S
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protected trust deed in Scotland;

- areference to a ‘bankruptcy orde
includes a declaration as to
bankruptcy made by the sheriff of
the Accountant in Bankruptcy in
Scotland;

- areference to a ‘debt relief order’
includes LILA (Low Income Low
Asset) Bankruptcy in Scotland.

In the case of an internal product

transfer, do not report théata elemen

(purchases only)

Purchase price of prope ...

Report purchase price as stated on t
mortgage application.

In the case of an internal product

transfer, do not report thtata elemen

Is the dwelling new?

Y =Yes

Report 'Y’ if the property is a new bu
property.

‘New’ refers to the period in which th
main structure of the dwelling was
completed and also means where a
dwelling is being occupied for the firg
time. It does not include new
conversions of older dwellings.

In the case of an internal product

transfer, do not report thtata elemen

112

—

Custome's share of
property, for shared
ownership

Report percentage ofistome’s share.

In the case of an internal product

transfer, do not report théata elemen

Affordability data

Do not report affordability data when-afferdabildagsessment-has-noetbeen
undertaken,e—foranterestroll-up-mertgagan affordability assessment has 1

been undertaken or tliem has relied on aule other than one iIMCOB11.6 when

undertaking an affordability assessment.

not
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Stress-tested interest rafdumeric %
used to assess the effeqt
of future interest rate rises
on affordability

Report the actual rate used, e.g. sum of
product rate plus any increment or flat
rate.

If MCOB11.6.18R does not apply
because the interest rate is fixedffoe
years or more, report the fixed rate.

SeeMCOB11.6.18R for the
requirements for considering the effect
of future interest rate increases.

Rate to which stress tesiNumeric %

Report the interest rate to which the

applied

stress was applied to produce the rate

reported in thelata elemenabove.

If no stress test was undertaken, do not

report thisdata element

Contractual reversion raddumeric %

The contractual reversion rate is tlhagg

which, at the date of the mortgage
transaction being reported, is expected
to apply at the end of any initial

incentivised or fixed rate periods.

If the contractual reversion rate is
different from the rate to which the
stress test is applied (see tada
elementbove), report the contractua|
reversion rate; otherwise do not repart
this data element

If no stress test was undertaken, do not
report thisdata element
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PRA RULEBOOK: REGULATORY REPORTING (MORTGAGE REPORTING) AMENDMENT
INSTRUMENT 2019
Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (The PRA’s general rules); AND
(2) section 137T (General supplementary powers).

B. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.
Pre-conditions to making

C. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. After consulting, the PRA published a draft of proposed rules and
had regard to representations made.

PRA Rulebook: Regulatory Reporting (Mortgage Reporting) Amendment Instrument 2019

D. The PRA makes the rules in the Annexes to this instrument.

Part Annex
Regulatory Reporting A
Regulatory Reporting B

Commencement

E. Annex A comes into force on 15t October 2020. Annex B comes into force on 1st April 2021.

Citation

F. This instrument may be cited as the PRA Rulebook: Regulatory Reporting (Mortgage Reporting)
Amendment Instrument 2019.

By order of the Prudential Regulation Committee
5th September 2019
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Annex A
Amendments to the Regulatory Reporting Part
In this Annex, unless otherwise indicated, new text is underlined and deleted text is struck through.

Part

REGULATORY REPORTING

Chapter content

11 REGULATED ACTIVITY GROUP 5

11.2

(1) When submitting the completed data item required, a firm must use the format of the data
ftem data item set out in Chapter 1816.

16 DATA ITEMS AND OTHER FORMS

16.21 MLAR can be found herehere.
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Annex B
Amendments to the Regulatory Reporting Part
In this Annex, unless otherwise indicated, new text is underlined and deleted text is struck through.

Part

REGULATORY REPORTING

Chapter content

23. REGULATORY MORTGAGE CONTRACT REPORTING
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1 APPLICATION AND DEFINITIONS

1.2

contractual reversion rate

means the interest rate on a reqgulated mortgage contract to which the interest rate which
applies at the date of the mortgage transaction will change at the end of any initial
incentive or fixed rate period.

further advance

means a further loan to an existing borrower of the firm and which is secured on the same
property, whether under a new mortgage contract or by variation to an existing mortgage
contract, including a loan secured by a second or subsequent charge where the firm has
the benéefit of the first charge (or other charge ranking in priority to that on which the further
advance is secured).

regulated mortgage contract

means the investment specified in Article 61(3)(a) of the Requlated Activities Order.

second charge regulated mortgage contract

means a regulated mortgage contract which is not a legal mortgage ranking in priority
ahead of all other mortgages (if any) affecting the property in question, where ‘mortgage’
includes charge and (in Scotland) a heritable security.

2 REPORTING REQUIREMENTS — DATA ITEMS

2.11 A firm permitted to carry on the requlated activity of entering into a requlated mortgage
contract, except an incoming EEA firm with permission for cross border services only, must
also submit data items as required by Chapter 23.

23 REGULATORY MORTGAGE CONTRACT REPORTING

Application
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23.1 This Chapter applies to every firm permitted to carry on the requlated activity of entering into
a regulated mortgage contract, except an incoming EEA firm with permission for cross border
services only.

Reporting Requirement

23.2 If a firm makes a further advance under a requlated mortgage contract, the firm must submit
to the FCA a ‘sales data report’ within the meaning of SUP 16.11 of the FCA Handbook which
contains the data elements set out in SUP 16 Annex 21 of the FCA Handbook.

23.3 If a firm makes an advance under a requlated mortgage contract which is not a second
charge regulated mortgage contract, the firm must submit the data elements specified in 23.6
to the FCA as part of a ‘sales data report’ under SUP 16.11 of the FCA Handbook.

23.4 If a firm makes an advance under a second charge requlated mortgage contract the firm must
submit the data elements specified in 23.7 to the FCA as part of a ‘sales data report’ under
SUP 16.11 of the FCA Handbook.

23.5(1) A firm may appoint another person to submit the ‘sales data report’ under 23.2 or the
data elements under 23.3 or 23.4 on the firm’s behalf if the firm has informed the PRA
and the FCA of that appointment in writing.

(2) Where (1) applies, the firm must ensure that the submission complies with the
requirements of this Chapter and identifies the originator of the transaction.

Data Elements

23.6 The data elements referred to in 23.3 are:

(1) the total amount owed by the borrower to the firm and secured on the same property
immediately prior to the new borrowing— this data element is not limited to amounts
secured by requlated mortgage contracts, but includes any borrowing secured on the
property;

(2) if a stress test was undertaken, the interest rate to which stress was applied in order
to produce a stress-tested interest rate; and

(3) if a stress test was undertaken and the contractual reversion rate is different from the
rate reported in (2), the contractual reversion rate specified in the regulated mortgage
contract.

23.7 The data elements referred to in 23.4 are:

(1) the total amount owed by the borrower to the firm and secured on the same property
immediately prior to the new borrowing— this data element is not limited to amounts
secured by regulated mortgage contracts, but includes any borrowing secured on the

property;
(2) the total amount owed by the borrower to third parties secured on the property;
(3) if a stress test was undertaken, the interest rate to which stress was applied in order

to produce a stress-tested interest rate; and

(4) if a stress test was undertaken and the contractual reversion rate is different from the
rate reported in (3), the contractual reversion rate specified in the second charge
requlated mortgage contract.
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Mode of Reporting

23.8 A firm must submit the ’sales data report’ required by 23.2 and the data elements required by
23.3 and 23.4 in accordance with the procedure and format for a ‘sales data report’ set out in
SUP 16.11 of the FCA Handbook.
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