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Introduction
StepChange Debt Charity is a specialist not-for-profit provider of debt advice and debt solutions supporting people across the UK. In 2025, over 660,000 people contacted StepChange seeking debt advice or guidance with their problem debt and over 163,000 people completed full debt advice through our online and telephone service. We welcome the opportunity to respond to the HM Treasury consultation on reforms to the appointed representatives regime.
Response to consultation questions
Question 1: do you agree that a regulatory gateway should operate for principal firms, with authorised firms needing a permission from the FCA to act as principal?
Yes, we agree that the Government should legislate to introduce a new permission regime enabling the FCA to create a regulatory gateway for firms acting as principal for appointed representatives (ARs). 
StepChange views the AR regime through our experience of the role of ARs in the commercial IVA market. There is an ongoing problem of AR relationships in the commercial IVA market, where FCA-authorised firms and insolvency practitioner (IP)-led IVA firms can be advising people at different stages of the IVA set up process. The IVA market has grown substantially since the early 2000s because marketing and selling IVAs has become commoditised in a model that puts consumers at risk of miss-selling and poor outcomes. When an IVA fails within the first few years most repayments have gone towards IP fees, meaning consumers will have paid the cost for a solution for which they do not see the benefits. In many cases such consumers are left in a worse position than at the outset, while those involved in marketing and arranging the IVA have made a profit. Research by the Insolvency Service on IVAs terminated within two years of registration found 60% of cases showed evidence of poor take on, meaning problems such as poor advice leading to an inappropriate IVA recommendation. This was true of cases referred by FCA-authorised ‘debt packagers’ and where people had contacted IVA providers directly.[footnoteRef:1]  [1:  Insolvency Service (2024). Insolvency Service report into concerns about take-on practices for Individual Voluntary Arrangements (IVAs)
] 

StepChange supported and welcomed the FCA’s ‘ban’ on debt packagers from receiving referral fees or any financial consideration from debt solution providers from late 2023.[footnoteRef:2] The FCA stated that change aimed to stop conflicts of interest arising from commission arrangements that lead firms to prioritise unsuitable IVAs over more appropriate options leading to consumer detriment. [2:  FCA (2023) Debt Packagers: Feedback to CP23/5 and Final Rules] 

Following the FCA debt packager rules, commercial IVA firms appear to have increasingly entered into AR arrangements with FCA-authorised debt advisers. The FCA anticipated this possibility and included an obligation on principal firms to take all reasonable steps to ensure that their ARs do not receive any remuneration from debt solution providers unless the AR is genuinely acting as a debt management firm itself, and stated it would monitor the situation actively.
That shift makes the effectiveness of the AR regime increasingly important, and as such we agree that HM Treasury’s proposals will benefit consumers by providing the FCA with a mechanism to scrutinise prospective principals and ensure they are suitable, monitor principals and ARs and apply its supervision tools, acting quickly where needed.
The debt packager rules and market response also point to the ongoing need to address the fundamental problem of misaligned commercial incentives and poor regulatory oversight driving poor consumer outcomes in the IVA market. That requires a more effective regulatory regime than the present fragmented oversight operating across the IVA market. That should include effective rules to address the conflict between the commercial interest of firms and consumers. 
Non-FCA authorised IVA firms are still advertising directly to market. The debt packager rules were designed to address a mismatch between firms’ commercial interests and consumers’ interests. However, the FCA rules may have only addressed one manifestation of mismatched interests (debt packager referral fees) rather than the underlying conflict of interests itself. As a result, we continue to see misleading, sometimes arguably fraudulent, client acquisition tactics starting with online promotions. Consumers can be passed between multiple firms operating under different regulatory regimes or none, and there are different standards for advice, consumer protection and redress across these firms. That enables regulatory arbitrage between the IP and FCA regimes, leaving consumers unsure of their rights and protections in respect of firms they are dealing with at different stages. 
There is a long-standing need for effective policy action to regulate the commercial IVA market. This should put more distance between regulators (recognised professional bodies, RPBs) and IVA firms, address a fee structure that drives consumer harm and set and enforce robust conduct standards including access to consumer redress. 
The Insolvency Service (IS) has previously consulted on better regulation of IVA providers, but the legislation announced in the last King’s Speech has not come forward. We would like to see the IS work up focused options to effectively regulate and change the IVA market to the benefit of consumer outcomes. Here we also note the IS personal insolvency review is considering these questions, which is a critical opportunity for HM Treasury, the FCA and the IS to coordinate to develop an effective regulatory regime.
Finally, we were pleased to see the FCA highlight support for consumers who struggle with debt in its consumer finance regulatory priorities.[footnoteRef:3] This included the quality of advice from debt advice firms and working with the IS and RPBs to raise standards and tackle consumer harm in the debt advice market. The issues we have set out above should be central to that work. [3:  FCA (2026) Regulatory Priorities: Consumer Finance] 

Question 2: do you agree with the proposed design of the permission regime for principal firms?
Yes, we agree with the proposed design in which ARs may only operate with authorised principles specifically assessed as suitable by the FCA. We support HM Treasury’s policy intention to create a framework designed to prevent AR misconduct and enable the FCA to use its supervision powers to monitor the market and address problems quickly. 
Question 3: do you agree that all of the detailed requirements applying to the contractual relationship between principals and their ARs, as well as requirements relating to the Financial Services register, should be set out in FCA rules?
Yes, we agree that detailed requirements relating to the contractual relationship between principals and their ARs should be set out in FCA rules rather than regulations. We agree with the rationale that this will allow more flexibility to tailor the requirements to the activities of ARs and update the rules as needed. 
Question 4: do you agree with the overall implementation approach proposed for the principal permission?
We agree with the overall approach but do not fully agree with the Government’s view that the new permission should ‘not disrupt the business activity of existing principals and ARs’. A key reason for the new approach is that the activities of some principals and ARs is leading to poor outcomes for consumers. As such a certain degree of disruption is desirable. When the FCA took on regulation of consumer financial services, it inherited a high volume of firms and it has subsequently taken over a decade to address entrenched problems of culture and conduct in parts of the market (and this remains an ongoing challenge). Rather than starting at a ‘zero-base’, the FCA should identify where there is poor conduct in the market and decline to grant permissions where risks are serious, or require firms to take action to address drivers of poor outcomes. We would particularly urge the FCA to prioritise debt management and IVA firms acting as principals to ARs and consider specific requirements in its risk assessment, authorisation process and rules that address drivers of poor consumer outcomes arising from these relationships.
The consultation highlights that FCA rules currently apply ‘a more proportionate regulatory regime’ to principals of introducer ARs (IARs) whose activities are limited to introducing activities. We agree that it will make sense to limit some existing principal firms to a permission for IARs only. In light of the problems of some IARs acting in ways that lead to consumer detriment, such as providing misleading advice in their ‘introductory’ role, a limited permission should not necessarily mean an assumption of a lower level of risk of poor consumer outcomes. The new FCA regime should take account of risks to consumers as they exist now in the market and be developed as needed.
Question 5: Are there other factors that need to be considered to avoid any disruption to existing principals and ARs?
We have no comment at this time.
Question 6: do you agree with the proposal to repeal section 39A of FSMA 2000?
We have no comment at this time.
Question 7: do you agree that the FOS should have jurisdiction to consider a complaint against an AR where the principal is not responsible for the acts or omissions of the AR?
Yes, we agree the FOS should have jurisdiction to consider a complaint against an AR where the principal is not responsible for the acts or omissions of the AR, so that the FOS does not have to conclude the complaint is outside of its compulsory jurisdiction once it becomes clear that the principal firm is not responsible—even if this is likely to occur in only a small number of cases. We agree it is unfair to leave consumers in these cases without access to the FOS and unprotected in a way they are very unlikely to anticipate. The change will also have the benefit of supporting a more comprehensive regulatory framework for principals and ARs supporting accountability and high standards. As the consultation notes, it will be important to ensure that the change does not create unclear responsibilities across principals and ARs, or lead to a situation where disputes between principals and ARs leads to delays to, or obstruction of, FOS complaints. We would also highlight that it will presumably be important to ensure ARs are in a position to meet any awards and/or directions subsequent to FOS complaints.
We would also highlight here that the objectives HM Treasury sets out for fair access to complaints resolution is frustrated by fragmented regulatory arrangements: there is a point in consumer IVA journeys where consumers move out of the FSMA regime and into the IP regulatory regime, where there are no comparable arrangements for redress. This again highlights the need to put in place a more coherent and comprehensive IVA regulatory regime.
Question 8: do you agree that complaint handling arrangements should remain the responsibility of principal firms?
Yes, we agree that complaints handling arrangements should remain the responsibility of principal firms. We also agree the FCA should develop DISP 1 rules to ensure that, where a complaint relates to the actions or omissions of an AR, the principal will make the AR aware of the complaint and ensure that its AR cooperates with the FOS. 
Question 9: do you agree that the FOS should be able to involve an AR in the investigation of a complaint, as set out above, where a complaint relates to the acts of omissions of the AR?
Yes, we agree that the Government should amend FSMA 2000 and the FOS should make scheme rules as necessary to enable ARs to be joined as a party to FOS complaints.
Question 10: do you agree that the proposed extension of FOS jurisdiction is not likely to have a material impact on the role of the FSCS, or the level of FSCS compensation to be provided?
We have no comment at this time.
Question 11: do you agree that bringing ARs within scope of the SM&CR, as proposed above, would provide more coherent and proportionate conduct, fitness and propriety and accountability arrangements for ARs and their principals?
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Yes, we agree the Government should legislate to bring ARs within scope of the SM&CR. We note, however, that this change will shift oversight from the FCA (under the APR) to principal firms so could carry risks if principals are less effective in that role than the FCA (which is not necessarily the case given the FCA’s finite supervision resources). That reinforces the need for effective rules and supervision of principal firms in their role certifying that individuals in ARs performing SM&CR roles are fit and proper.
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