fairgall
finance

Building better financial resilience
for tenants and customers

Community finance, housing
associations and local authorities

222222222222222




What
we are

covering
today

1 Building better financial resilience for tenants and customers

fairgall
finance

12.50 Introducing Fair4All Finance

12.35 The market and community finance

12.40 The case for partnership
- 12.50 Perspective from the FCA

- 1.00 Perspective from community finance

1.10 Fair4All Finance pilot initiatives

1.15 Summary and next steps

1.20 Q&A

Housekeeping
« Wearerecording the session

 Any questions please do add them to the Q&A and we'll
come back to them at the end



Building better financial resilience for tenants and customers

fairgall
finance

Temi Odesanya Niall Alexander Terry Denness
Community Markets and Consumer Consumer Finance
Engagement Manager Insights Manager Policy, FCA

Georgia Kewley Alex Gillespie Joanne Angus
Senior Programme On Purpose Associate COO, NEfirst
Manager, Propositions @ Fair4All Finance Credit Union



fairgall
finance

Why we exist

There are 77.5m adults
in the UK with low
financial resilience
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Financial inclusion defining the underlying issues

Financial
Capability

People are able to
effectively manage their
finances and build
resilience for times of
difficulty

Access

People can easily access
financial products and
services as well as advice

Problem debt

People can effectively
manage their debt

.‘;‘

Insufficient
Income

People have enough income

to meet their expenses

Building better financial resilience for tenants and customers

Resilience

People can
effectively cope with
unexpected or
income shocks

Poverty premium

People do not pay extra for

some products and
services due to poverty
premium

/Financial Inclusion means that\

individuals regardless of their

background, income or personal
circumstances are aware of and have

timely access to appropriate and
affordable financial products and

services which enable them to
manage their finances day to day,

build their long-term financial

resilience and wellbeing and

\ participate in society /
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Our mission: Increasing financial inclusion
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We're a not for profit funded by the Dormant Assets Scheme, set up to increase the financial resilience
and wellbeing of people in vulnerable circumstances by increasing the availability of fair and accessible
financial products and services - in three main ways:

!/
Expand the provision Partner with banks and Develop new products
of affordable credit financial services and services to address
providers to increase market gaps

provision of services

Building better financial resilience for tenants and customers
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The market and
community finance
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Social renters have lower financial resilience

83 % have no savings,

compared with 45% of the
rest of the UK

73 % cannot meet the
cost of an unexpected bill

22 % of people live in

poverty in UK, 46% of to be refused credit
soclal renters do

Social Renters more likely

Sources, JRF (2022)Resident Voices(2022), FCA Financial Lives(2020) & CSJ(2022)
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Doors closing on renters' ability to borrow legally

Home Credit and HCSTC down by nearly 2 million loans, over £5600million comparing H1, 2019 with H1, 2023

Drop off percentage from H1, 2019 to H1, 2023
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Being declined from credit has increased negative
impacts relating to the cost of living

Money saving measures by accepted/declined credit

over the past 3 years

45%

40%

355%

350%

25%

20%

15%

10% I

5% I

. K |
Notput Cutbackor Been Runout of Usedafood
heating on gone unable to money bank
in your without payforan before pay
hometo foodtosave urgent day
savemoney money repairor

urgent bill

Source: Ipsos MORI for Policis January 2023. Base: Adults 18 - 75. Total: 2547
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B Credit application past three
years declined

m Credit application past three
years accepted

m [otal

People will still
need access to
credit

In P3Y only 14% of
credit approved
were social
housing tenants™

Source: IPSOS Jan 2023 survey for
Fair4All Finance, unpublished



Community finance responsible and affordable
providers of financial products, services and support

-

Credit
Unions

~

\_
-

CDFls

/
~

\_
-

o

Social
Fintechs

/
N
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1.9 million adult members in UK(Eng. 900,000)*
Savings deposits held of £3.8bn in UK(Eng. £1.3bn)*
£1.9bn loans to members in UK (Eng. £900m)*

All ethical
community

Common bond and price capped

-~

)

o

finance lenders

20 enterprise lenders and handful personal lenders whose aim is to

Core activity is loans. Cannot hold deposits

serve their
customers and
deliver positive

Mostly small sum, short term to low income h/holds

No common bond, not price capped

!

social impact

New providers such as payroll lending, salary advance and other
affordable lending enabled by technology

No common bond, not price capped
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* BoE annual statistics release for 2022 (published July 2023) / Responsible Finance Annual Impact Report 2023



Community finance - responsible and affordable
providers of financial products, services and support
4 N
[é\ Community finance organisations currently deliver around £400m
\\ ,’ affordable credit to customers in vulnerable financial circumstances
N /

n

Building better financial res

Delivering c£300-350m in England
through c160 organisations

Credit Unions CDFls

ilience for tenants and customers

Delivering £45m through 5 organisations
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Affordable lending and responsible practices

Only lend to

customers who Charge an APR
can afford to and underlying
repay and are not interest rate that

pushed into is not excessive
financial

difficulty

Communicate
transparently with
customers

Provide Signpost to Take an
wrap around alternative empathetic
support to build support when a approach to
financial loan is not the arrears and debt
resilience right solution recovery
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The case for
partnership
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A natural alignment of customers and a shared
social purpose to support their wellbeing

Customers

Increasing

financial
resilience &
wellbeing

HAs Community
LAs finance
organisations
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Referral partnerships also offer individual benefits
for all sides

Customers

Cost savings

Positive habits &
behaviours

Increasing
i financial
Sustain o
. ] resilience &
enancies wellbeing
Grow customer
Reduce base
costs .
HA Raise c .
mmuni
S Bolster awareness °_ unity
LAs finance
resource

organisations
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lllustrative tenant journey negative outcome

/,
/I_lfe shock C@l
An unexpected event such as a reduction

in working hours or a broken appliance
knocks a tenant’s finances

\_ J

/I-Iigh—cost loan

Unable to meet their expenses and

unaware of alternatives, the tenant takes

/Spiralling financial problems @\D\

The tenant can't manage to repay their
loan and meet their other expenses, so

fairgall
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out a high cost loan

\_ J

they fall behind on rent

\_ )

\ 4

/Increasing rent arrears .{f\

The tenant can't improve their financial
situation so continues to fall further into
rent arrears

Cost to landlord = Loss of rental income

\_ )

16
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/Intervention As 2

The association employee talks to the
tenant, but may not be trained to provide

©)

/Eviction A
M

Eventually the tenant’'s rent arrears build
up so far that the housing association

/Re-letting

Cost to landlord = Must complete full void
checks, any repairs and maintenance

By )

O~0O

financial wellbeing support and unaware of

Cost to landlord = Employee time

\_

debt support/affordable credit options

Building better financial resilience for tenants and customers

\ 4

decides to proceed with eviction

Cost to landlord = Employee time, court

costs, bailiff fees etc

J

\ 4

required and allocate the property to a
new tenant

\_ )
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Life shock 4\_{; Getting support @ Referral to community ﬁ
finance provider —_—
An unexpected event such as a reduction Thetgnaptknowsthatthgwhouswp
in working hours or a broken appliance — association offers financial wellbeing — The housing association identifies that the
knocks a tenant’s finances support and approaches them for help tenant could benefit from an affordable
loan. They are referred on for aloan
assessment
Affordable borrowing e Improved financial jo Ongoing support AR_ Improved financial
circumstances il Y7 resilience R )
The community finance provider conducts The lender can offer ongoing support to
a brigf assgssment,taking ir.1to — With the loan, the tenant is able to cover —, thetenant, such as budgeting advice and — The tenant is supported to develop their
congderahonthetenantscwcuwmtance& the unexpected costs of their life shock. support to save financial resilience, making them less
and is able to offer aloan The affordable lender helps them develop likely to fall into rent arrears in future or
arealistic and affordable payment plan borrow from high-cost lenders or loan

sharks
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Two categories of referral partnership

18

General referral to
community finance provider

Broad referral to support and products
provided by community finance

Relevant to all customers, not just
those in financially vulnerable

situations

Can complement or supplement
existing support provided by HAs / LAs

Credit unions

Building better financial resilience for tenants and customers

Specific referral to
affordable credit

Specific referral to affordable credit
from a responsible community finance
provider

A positive alternative targeted at
people already in need who may turn to

less responsible sources

Can also include wrap around
financial support

Credit Unions, CDFls, social fintecs

fairgall
finance
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You can choose the level of integration and
involvement

v

Increasing level of integration

Loan underwriting by
HAs/LAs, credit unions
running weekly clinics,

HA/LA marketing support

Signposting customers Alignment between parties

to alocal credit union upfront and a simple
or CDFI referral handover process

19 Building better financial resilience for tenants and customers
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The perspective
from the FCA

Terry Denness
67
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Public

Credit Broking as defined by legislation

Legislation captures six types of activities as credit broking.

3 activities can be credit broking, regardless of whether the broker received 3 further activities are credit broking if the broker receives a fee
a fee or other form of financial consideration

Effecting an introduction of an individual who wishes to enter into a credit Presenting or offering an agreement which would (if entered into) be a credit
agreement to another person, with a view to that person entering as lender agreement
into a credit agreement by way of business

Effecting an introduction of an individual who wishes to enter into a consumer  Assisting an individual by undertaking preparatory work with a view to that
hire agreement to another person, with a view to that person entering as person entering into a credit agreement
owner into a consumer hire agreement by way of business

Effecting an introduction of an individual who wishes to enter into a credit or Entering into a credit agreement on behalf of a lender
a consumer hire agreement to a person who carries on activity in either of the

aforementioned activities by way of business (in other words, to another

credit broker)
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Example referral activities

When referral activities are NOT credit broking: When referral activities are LIKELY to be credit broking:

Providing general information on your website about services available  Referring a tenant to or recommending a specific credit provider such
from credit providers such as credit unions or CDFIs but without as a local credit union or CDFI for a fee

(expressly or by implication) identifying or recommending a specific

provider or giving any contact details

Referring a tenant to a local charity or community organisation that Referring a tenant to or recommending a specific credit broker
gives free household goods to people (and does not also act as a
credit provider, credit broker, or provider of goods on hire)

Referring a tenant to a seller of goods (who does not also act as a Providing details to the tenant for contacting a credit provider or
credit provider, credit broker, or provider of goods on hire), e.g. a broker
second-hand furniture shop

Taking the lead in calling a credit provider or setting up a meeting on
the tenant’s behalf

Referring a tenant to or recommending a provider of goods on hire
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Referral activities that are exempt from FCA
authorisation

Since changes to Regulated Activities Order 2001 (RAO) came into effect in July 2019, registered social

landlords (RSLs) can refer tenants, or potential tenants, to some credit activities without requiring
authorisation from the FCA.

RSLs can only refer without FCA authorisation where:

1. the activity concerned is effecting an introduction of an individual who wishes to enter into a
credit agreement

2. the introduction is to a credit union, community benefit society, registered charity (or
subsidiary of a registered charity), community interest company limited by guarantee
or subsidiary of an RSL, and

3. the introduction is provided fee-free, i.e. the RSL receives no fee

If you are unsure of if you are engaged in credit broking activity, you can contact the FCA’s specialist team at
RSL@fca.org.uk who can provide individual guidance.
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Public

PERG 2.9.23G - Exclusion for local
authorities

Per our Perimeter Guidance in PERG 2.9.23G, local authorities are excluded from

the legal requirement to be authorised for most credit-related regulated
activities, including credit broking.

Local authorities that qualify for exemptions include:

County Councils London borough councils the Council of the Isles of Scilly
District Councils The Greater London Authority in Scotland, a local authority within the
meaning of the Local Government (Scotland)
Act 1973
Unitary Councils the Common Council of the City of in Northern Ireland, a district council within the
London meaning of the Local Government Act

(Northern Ireland) 1972

Firms owned by a local authority carrying on consumer credit activities
will need full authorisation.


https://www.handbook.fca.org.uk/handbook/PERG/2/9.html

Further guidance

Public

Whether or not an activity involves credit broking depends on the
specific circumstances of the case

Today’s examples are intended to give an overview of what
constitutes credit broking

For further guidance we have set up a specialist team which you
can contact at RSL@fca.org.uk

We may be able to provide individual guidance through this
channel, if you are able to provide details of the activities you
plan to undertake

You may wish to consider whether you wish to become the
appointed representative of a credit union or CDFI.
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A perspective from
community finance

Joanne Angus
NEfirst Credit Union
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f‘rst CREDIT
NEeTIrst union
NEfirst Credit Union operates across the North East of England providing communities with

accessible, ethical and affordable savings and loan products.

Partnerships

We appreciate the importance of partnerships and have created an ecosystem of partnerships
with many Local Authorities, Housing associations, local charities and businesses.

Partner organisation “No interest referral loan schemes”.

 Durham County Council
 Believe Housing

* Livin Housing
 Fair4All Finance

=iy ==
=*Q)
) =
S
Q)

County Council \§
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Partnership Loan Schemes in practice
Simple referral from an officer within the partner organisation or a Credit union decline can be
referred to one of the partner schemes if appropriate.

Benefits are huge for all parties concerned.

Advice to anyone thinking about a Partnership

 Ensure the benefits of an affordable loan are communicated to front line partner officers and
regular communications are diarised

« Keep it simple we attempted an online Portal referral system however this takes time to
iImplement and can have issues with password expiration etc. What has worked for usis a
simple referral form emailed to the credit union

We have successfully granted loans of approx. £170,000 with zero interest. If we were to apply a

rate of 79.9 APR (Rates can be much higher for our members)the interest would amount to just
over £82,000.

We can therefore say that we have probably saved members in excess of £100,000 in interest
payments. More money in their pockets and more money in the local economy.
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Fair4All Finance
pilot initiatives
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No Interest Loan
Scheme (NILS) pilot
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No Interest Loan Scheme (NILS) pilot

A government backed scheme, NILS loans are helping people who otherwise
couldnt access affordable credit to overcome temporary hurdles, manage

unexpected life events and get back on their feet

NILS loan product
 £500average, £2000 maximum

e Available to people who are not
eligible for the lender’s standard
interest bearing loans but can
afford to repay small sums

 Income maximisation (benefits and
grants checks)included injourney

31 Building better financial resilience for tenants and customers

Emerging themes
Return to work
Building / repairing credit files
School uniforms
Debt consolidation
Domestic abuse survivors

White goods / essential items

fairgall
finance



NILS pilot example use cases

Support towards family
member’'s funeral costs

Lisa, single parent, recently
bereaved, raised most of the
funds to pay for her brother’s
funeral from friends, but needed
a £300 loan to pay for the rest

BEd

Money‘ Hear Lisa tell her

Box " W storyon BBC Radio 4's
. rod@a Money Box

www.bbc.co.uk/programmes/b006qgjnv
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Essential car repairs for
travelling to work

Craig, nurse, single parent,
needed a £1,000 loan for car
repairs, which were essential
for getting to hiswork in the
NHS

fairgall
finance

Upfront nursery fees to enable
areturninto employment

Safia, single parent, two young
kids, was eligible for nursery fees
to be reimbursed but needed a
£350 loan to cover the upfront
deposit required by the nursery
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Early NILS pilot customer data

53% live in 67% are

social housing and

32% are private renters ISmale

69% are single

under 45 and D5 % have
dependents

78% are




Six NILS pilot lenders live nationwide
and two more launching soon

East Scotland
credit union

North East based
credit union

Launching soon:
Leeds based credit union

community credit union

fairgall
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Plus national coverage
across Great Britain
from two CDFls

Aberdeen

34

Greater Manchester wtummm

Welsh consortium -
community finance and
social fintech

Launching soon:

Barking and Dagenham Penzgnos®

Building better financial resilience for tenants and customers
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Consolidation
Loan Pilot
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Debt consolidation - an ongoing need

For some, debt repayments are a significant monthly expense. Where lending is
affordable, consolidating and reprofiling debts over a longer term and/or moving
to alower interest loan can make a huge difference.

"‘Every monthis a nightmare trying to work out how to pay
everyone, feed my kids and still be able to afford to run my car

and buy petrol to get to work”

Leanne, divorced with two teenage children, works full time for the DWP.
A messy divorce and ill health left her in a difficult financial position.
She had several high-cost loans with APR's ranging up to 1,333 %

36 Building better financial resilience for tenants and customers
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Consolidation lending could save borrowers
significant amounts per month

A total debt of £6,500 The same debt at 12.7% APR

MIZEESC I Js e spread over 36 months
(UK average) at 55%* APR over 36 months P
costs £216 per month.

costs £681 per month would cost £331per month : :
over 12 months At 42.6% APR it costs £298

£681 £353] £216-£298

* Based on Credit Union feedback for a borrowers wishing to consolidate loans with APRs that vary between 40%-69%
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Summary and
next steps
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Summary the case for collaboration

A customer need

17.5 people in financial vulnerable
circumstances

Access to credit that allows them
to navigate financial shocks and
life events

Lack of mainstream options
forcing people to borrow from
friends, family or illegal money

lenders
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A potential solution

Referrals partnerships that give
people another option and
potential access to:

Responsible and affordable credit

New products that could be
transformative - NILs,
Consolidation Loan

Wrap around financial support and
products

fairgall
finance

An encouraging
environment

FCA exemption

Alignment of organisational values
and objectives

Additional individual benefits for
all involved
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What next?

Talk to us about setting up referral partnerships

temi@fair4allfinance.org.uk

Ask us about the No Interest Loans Scheme and Consolidation Loans pilots

georgia@fair4allfinance.org.uk
Read our reports

Unlocking tenant financial resilience

As one door closes - Experiences of illegal moneylending

Financial Inclusion Action Plan

Use our resources

17.5m customers in financially vulnerable circumstances segmentation

Find your local credit union or CDF| and start a conversion

Watch out for the next in the series webinar - we would like to hear from you about what you need to

practically setup a partnership
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mailto:temi@fair4allfinance.org.uk
mailto:georgia@fair4allfinance.org.uk
https://fair4allfinance.org.uk/unlocking-tenant-financial-resilience/
https://fair4allfinance.org.uk/resources/as-one-door-closes-report/
https://fair4allfinance.org.uk/wp-content/uploads/2023/09/Financial-Inclusion-Action-Plan-FINAL2-June-2023.pdf
https://fair4allfinance.org.uk/segmentation/
https://www.findyourcreditunion.co.uk/
https://www.findingfinance.org.uk/
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Thank you
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