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UK banks could face £5bn PPI 
claim bill 
It is reported that British banks could face a bill amounting
to £5.1bn over the next five years in respect of claims over
their misselling of payment protection insurance (PPI). This
follows FSA’s proposals to introduce tough measures to
deal with the issues surrounding the sale of Payment
Protection Insurance (PPI) in August. It has been suggested
that the estimates for the cost of compensating customers
continues to increase. The news follows reports that the
British Bankers' Association (BBA) has applied for a judicial
review of how the FSA and Financial Ombudsman Service
handle complaints relating to PPI sales. 
Source: Telegraph, 28 October 2010.

FSA Statement on PPI
The Financial Services Authority has issued as statement
to clarify elements of its Open Letter to the industry on
the subject of Payment Protection Insurance (PPI). The
statement follows the British Bankers’ Association’s legal
challenge to the FSA's PPI provisions, the FSA is
concerned that the BBA's challenge may be based upon
a misinterpretation of the Open Letter. The revised Open
Letter set out common point of sale failings for sales of
PPI and it asked firms to take these failings into account
when considering their point of sale obligations for
earlier sales, including in the context of assessing
complaints about such sales. The revised Open Letter is
included as Appendix 4 to the FSA Policy Statement
10/12 and it will be picked up by revised Dispute
Resolution Sourcebook Guidance as relevant material
published by the FSA for consideration by firms when
assessing PPI complaints and compliance.
Source: FSA, 24 November 2010.

PPI complaints likely to surge 
According to an article in the Financial Times, the Financial
Ombudsman Service (FOS) is expecting an increase in PPI
complaints after banks placed thousands of disputes on
hold pending the recent action taken by the BBA over the
issue. The report states that the ombudsman's caseload in
relation to PPI complaints is already at record levels. It is
understood that the banks would finish handling the
affected complaints as soon as the High Court action is
revealed, this is understood to be during 2011.
Source: Financial Times, 5 November 2010. 
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PPI - Competition Commission
consults on draft Order
On 25 November, the Competition Commission (CC)
published a draft Order for consultation, outlining how
measures to introduce competition into the Payment
Protection Insurance (PPI) market will be implemented.
The package of measures for all forms of PPI (except
retail PPI) are listed within the Order In addition to
information on how the CC's package of remedies for
retail PPI will be implemented, the draft Order includes
an obligation to ‘unbundle’ retail PPI from merchandise
cover and how this will be implemented. Comments on
the draft Order should reach the CC by 6 January 2011.
It is understood the agreed measures will be introduced
in two phases, some information requirements could
come into force in October 2011, with the point-of-sale
prohibition and other measures following in April 2012. 

FSA warns about PPI complaints 
The FSA has written to trade associations warning that
they will be reviewing firms' handling of PPI complaints
during 2011 and that it will take tough action against
firms that are found not to be delivering fair outcomes for
customers, including by relying upon DISP 1.6.2R
inappropriately. The FSA's concerns arise as some firms
place PPI complaints on hold pending the outcome of
the British Bankers' Association judicial review. The FSA
points out that DISP 1.6.2R does not permit firms to take
a standard or generic approach to PPI complaints
received and where a complaint can be fully determined
despite the judicial review proceedings it should be.  
Source: BBA, 24 January 2011.

Judicial review on new requirements 
A hearing to determine whether changes in complaints
handling demanded by the FSA and FOS are wrong in
law, commenced in the High Court on 25 January 2011.
The British Bankers' Association is asking the court to
determine whether the regulators can impose new
requirements on firms which go beyond what was stated in
the FSA's own rulebook, specifically those on handling
complaints about payment protection insurance (PPI) sales.
Source: BBA, 24 January 2011.

OFT takes legal action over illegal
cold-calling
The OFT has announced that it has taken action against
lead generation firm Compensation Professionals
Network Ltd (CPN) as part of its crackdown on illegal
cold-calling practices in the debt management sector.
As a result of the action, CPN no longer holds a
consumer credit licence. The regulator is trying to
protect consumers from improper business practices,
such as the sending of automated messages without
consent. It has also said that it will take action against
companies who claim that they are able to write-off
consumer debts for free. 

This latest action against CPN follows an earlier warning
from the OFT to the debt management industry to stop
using unsolicited and misleading cold-calling practices to
gain more business from consumers who are facing debt
problems. The OFT is currently working on revised Debt
Management Guidance for the industry, and it is expected
that this will be published for consultation in 2011.

OFT takes action to improve 
lending practices 
The OFT has taken action to address the unsatisfactory
business practices of CIM Technologies Ltd, known as
Tooth Fairy Finance. Tooth Fairy Finance is a payday lender.
The regulator has imposed several requirements on the
company, and has said that if it fails to carry out these
requirements, it could face a fine of up to £50,000 per
breach, or have its credit licence revoked. To read the press
release in full, visit www.oft.gov.co.uk 
Source: OFT, 9 November 2010.
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OFT Consultation: Update on
revised debt recovery guidance 
The Office of Fair Trading (OFT) proposes to revise its
current guidance on debt recovery and aims to issue the
revised document for consultation at the end of January
2011. In light of this, the OFT has called for interested
parties to submit their views on problems associated
with inaccurate/incomplete data used in debt recovery,
by the 31 December 2010. Furthermore, the OFT intends
to host a workshop to allow interested parties to discuss
this issue. 
Source: OFT, 12 November 2010.

OFT acts against debt recovery firm 
The Office of Fair Trading (OFT) has announced the
results of its investigation into debt recovery company
Aktiv Kapital finding them to be in breach of the OFT's
debt collection guidance. The company was found to be
chasing individuals who did not owe money, a common
source of complaints received by the OFT about debt
collectors. The OFT has imposed requirements on Aktiv
Kapital to secure improvements to its collection and
communication procedures. These include the
requirement not to pursue disputed debts until the
dispute has been properly investigated.  
Source: OFT, 23 November 2010.

OFT Guidance 
The OFT has issued updated guidance on 'Regulated
and Exempt Agreements' under the Consumer Credit Act
1974, to take into account the changes introduced by the
Consumer Credit Directive (CCD). The regulations came
into force on 1 February 2011. 
Source: OFT, 23 November 2010. 

OFT takes further action against
payday loan contracts 
The OFT today warned payday lenders that they must
not misuse direct debit facilities to vary the amount or
date of a loan repayment. This warning follows the OFT's
decision to impose requirements on payday lender
Safeloans Limited, trading as Paydayok. Direct debit
facilities are used by some payday lenders to give them
greater control over the repayment of the short-term
loan. This means that if a borrower defaults on the loan,
the lender can make multiple attempts to take money
from the borrower's account without agreeing specific
amounts or dates with the borrower. The OFT believes
that some lenders use this 'continuous authority' as a way
to bypass proper checks on a borrower's ability to repay.
The OFT is also concerned that taking money from a
debtor's account when they are already in difficulty could
prevent them from meeting priority debts, such as rent or
mortgage payments.

OFT convictions
On 15 December the OFT announced that it had secured
a conviction against London North Securities Limited
(LNS) at Southwark Crown Court for trading without a
consumer credit licence between March 2007 and
February 2010. It follows an OFT investigation into the
company's activities. The OFT found that LNS had
continued to vigorously chase debts while knowingly
unlicensed. The company was fined £400,000 under a
confiscation order and was also told to remove around 
70 charges that secured debts on borrowers' properties. 
Source: OFT, 16 December 2010. 

OFT acts on debt charging orders
The Office of Fair Trading (OFT) has imposed
requirements on four organisations to only use charging
orders when absolutely necessary. A charging order is a
court order that places a 'charge' on a debtor's property,
turning unpaid, unsecured judgment debts into secured
debts. The orders can sometimes lead to forced property
sales. The key problems uncovered by the OFT across the
sector include:

• a failure to consider a customer's circumstances before
applying a charging order

• using charging orders for relatively small debts

• not double checking decision making processes and
applying exorbitant charges for referring cases to a
debt agency. 

Ray Watson, from the OFT, said: "Lenders are entitled to
use charging orders but must do so proportionately.
Where we consider the use of charging orders to be unfair
or oppressive we will take action to protect consumers." 
Source: OFT, 22 November 2010.

“Where we consider the
use of charging orders 
to be unfair or oppressive
we will take action to
protect consumers.“
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OFT Consultation: Group
Licensing Regime 
The OFT launched a consultation on 21 December into
Draft guidance for holders of, and applicants for group
consumer credit licences. The draft guidance updates
and amends previous OFT guidance which was
published in April 2008 and which sought to explain the
regulator's approach to group licensing at that time,
against a background of the change with the
implementation of the Consumer Credit Act 2006 (CCA
2006). The CCA 2006 changes took time to bed in, and
group licence holders have over time adapted the way
they conduct their role. The revised guidance reflects
changes the OFT considers are necessary to take
account of these operational changes. 
Source: OFT, 21 December 2010.

OFT and LBRO proposals for use
of new civil sanctions 
On 20 December, the Office of Fair Trading (OFT) and 
the Local Better Regulation Office (LBRO) outlined for
consultation their proposed approach to the use of new
powers which will enable enforcement bodies to directly
impose fines and other sanctions on traders for breaches
of consumer law. The new pilot project will allow the OFT
and other participating local authority Trading Standards
Services (TSS) to trial a range of new civil sanctions as an
alternative to criminal prosecution. Before any action is
taken, the plans need to be cleared by Parliament. 
Source: OFT, 20 December 2010. 

Mental Capacity - Draft OFT
Guidance for Creditors: 
A Consultation 
On 6 December 2010, the Office of Fair Trading (OFT)
launched a consultation on draft guidance for creditors
on the subject of mental capacity in lending. The
consultation sets out the steps the OFT would expect
creditors to take to identify borrowers who lack the
mental capacity to make informed borrowing decisions,
where it is not known that they lack capacity but there is
reason to believe, or at least reasonable grounds to
suspect, that this might be the case. It also outlines the
OFT's views on what practices and procedures it
would expect creditors to put in place when
dealing with borrowers who do or might lack
mental capacity. In respect of consumer
credit, the guidance seeks to strike a
balance between protecting vulnerable
consumers who may be at risk of taking
on unsustainable or unsuitable credit
commitments, whilst making sure that
they are not inappropriately denied
access to credit. The consultation ran
until 4 March 2011. 
Source: OFT, 6 October 2010.

OFT publishes Business Plan
Spending Review 2011-15  
The Office of Fair Trading's Business Plan outlines its
vision, high level priorities and its planned expenditure
over the spending period 2011-2015. The OFT is also
conducting a public consultation on its draft Annual
Plan for 2011-12. 
Source: OFT, December 2010. 
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FOS budget for the year ahead 
On 10 January 2011, the Financial Ombudsman Service
published for public consultation, its proposed budget for
the next financial year (2011/2012), together with an update
on the numbers and workload for the current financial year
(2010/2011). The budget sets out how the ombudsman
service plans to deal with a sharp increase in the number of
expected cases involving payment protection insurance
(PPI), with 68,000 PPI complaints now forecast for 2010/11,
substantially in excess of the 46,000 cases budgeted for. 
Source: FOS, 10 January 2011.

FMLC Paper: A New Approach to
Financial Regulation 
The Financial Markets Law Committee (FMLC) has
published its Issue 157, A New Approach to Financial
Regulation paper, which discusses the government's
proposals for the new financial services regulatory structure.
The paper focuses on the outcomes associated with the
dual roles of the Prudential Regulation Authority (PRA) and
the Consumer Protection and Markets Authority (CPMA),
which will take on most of the FSA's current functions. The
aim of the paper is merely to highlight the issues that will
arise as a result of the proposed legislation to reform the
UK financial services market. 
Source: OFT, 6 October 2010.

HMT/BIS Consultation
On 21 December 2010, HM Treasury (HMT) and the
Department for Business, Innovation and Skills (BIS),
published a joint consultation, on reforming the
consumer credit regime including an impact assessment.
This consultation sets out the Government's proposal to
transfer responsibility for consumer credit from the OFT
to the new Consumer Protection and Markets Authority
(CPMA). The creation of the CPMA was announced by
HMT in July last year as part of a broader Government
review of the UK's financial services institutions.  
Source: HM Treasury/BIS, 21 December 2010.

BBA: Helping customers with
mental health problems 
A new report has been launched at the BBA’s Debt and
Mental Health seminar outlining the actions that banks
should to take to ensure that customers with mental
health problems are correctly identified and helped. The
report, entitled Debt Collection and Mental Health, was
conducted by the Royal College of Psychiatrists and was
based on a national survey of 1,270 frontline collections
staff. These are the individuals who contact bank
customers who are experiencing financial difficulties to
discuss missed payments. 
Source: BBA, 7 December 2010. 

Competition Commission
On 6 January 2011, the Competition Commission (CC)
issued a notice of intention to make an order to vary the
Store Cards Market Investigation Order 2006 (the Order) to
take account of the EU Consumer Credit Directive (CCD)
2008 which was adopted following the release of the Order
and which is required to be fully implemented in the UK in
February. The changes are minor including a new definition
of 'current APR' referring to the Consumer Credit (Total
Charge for Credit) Regulations 2010 and clarification in the
Explanatory Note that the Direct Debit requirements under
the Order do not form part of the SECCI.  
Source: Competition Commission, 6 January 2011.

Consumer Credit (Amendment)
Regulations 2011 Made and Laid 
The Consumer Credit (Amendment) Regulations 2011 
(SI 2011/11) (the Regulations), which amend drafting
errors in regulations implementing the Consumer Credit
Directive (2008/48/EC) (CCD), were made on 5th January
2011 and laid before Parliament on 10 January 2011.
The Regulations came into force on 31 January 2011
and amend:

• The Consumer Credit (EU Directive) Regulations 2010
(SI 2010/1010)

• The Consumer Credit (Total Charge for Credit)
Regulations 2010 (SI 2010/1011)

• The Consumer Credit (Disclosure of Information)
Regulation 2010 (SI 2010/1013)

The Regulations have been published on legislation.gov.uk
along with an explanatory memorandum.  
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First-Tier Tribunal: 
Nine Regions Ltd (trading as Log
Book Loans) v OFT Bills of Sale
and Consumer Credit Advertising 
The decision of the First-Tier Tribunal into a hearing
between the appellant, Nine Regions Ltd (trading as 
Log Book Loans) and the respondent, the Office of Fair
Trading (OFT), has recently been published. The case,
concerned an appeal against determinations made by
the OFT in October 2009 to revoke consumer credit
licences. The case considered five key questions: 

• how the execution of a bill of sale might render it void
under the Bills of Sale Act (1878) Amendment Act (1882)

• what constitutes business premises for the purposes of
the Consumer Credit Act 1974 

• what is the date of a bill of sale

• whether the sending of text messages constitutes the
publication of an advertisement for the purposes of
the Consumer Credit (Advertising) Regulations 2004
(the Advertising Regulations)

• whether a statement that loans can be processed
quickly constitutes an 'incentive' for the purposes the
Advertising Regulations, regulation 8.

Source: Tribunals Service, 12 January 2011.

Review of Home Credit Market
On 19 January 2011, the Competition Commission (CC)
published a notice of intention to make minor changes 
to the Home Credit Market Investigation Order to take
account of the European Union’s Consumer Credit
Directive (CCD). The decision to vary some parts of the
Order was made following OFT advice that the coming
into force of the CCD constituted a change of
circumstances which may give rise to the need for
changes or revocation of parts of the Order. The CC has
published the text of a proposed Variation Order and a
version of the Order as amended. 
Source: Competition Commission, 19 January 2011.

Government response to bills of
sale ban proposal 
The government has published its response to a
consultation on a proposal to ban the use of bills of sale
for consumer lending. The consultation was launched 
on 29 December 2009 and it closed on 15 March 2010.
The consultation arose due to the increasing number of
complaints from consumers about loans that were being
secured against a bill of sale. Stakeholders were asked
to respond on the government's proposed solutions to
the problem. To read the response document consult
BIS website.  
Source: BIS, January 2011.
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