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Over the last few weeks, the Government has opened the floodgate of 
information relating to the impending transfer of consumer credit from 
the Office of Fair Trading (OFT) to the Financial Conduct Authority (FCA). In 
the course of one day (6 March 2013) we were presented with:
• a joint consultation from HM Treasury (HMT) and Department for 

Business, Innovation and Skills (BIS) regarding the proposed new regime
• the Financial Services Authority (FSA) consultation on the high level 

proposal for the FCA regime
• the long awaited Payday Lending Report from the OFT
• the Results of the Bristol University Research into high cost credit
The consultation period on both, the HM Treasury/BIS and the FSA papers 
is extremely short, running until 1 May 2013. The Government will 
present secondary legislation to Parliament before the summer, and the 
FCA intends to share drafts of the transposed Consumer Credit Act (CCA) 
and OFT conduct standards ahead of a formal consultation in the autumn, 
publishing final rules in spring 2014. No precise timescales for this has, as 
yet, been indicated.
In such unique circumstances, I felt these pages would best serve our 
members by outlining the imminent industry authorisation regime, and 
detailing the first steps they will need to take on the journey to the FCA.

The New Regulatory Framework
The Financial Services Act 2012 set the structure for the transfer of credit 
regulation to the FCA in April 2014. The framework of legislation for 
consumer credit lending will principally comprise:
• Consumer Credit Act 1974 (CCA) - most of the provisions of the Act 

will remain in force along with the Act’s subordinate legislation. 
• Financial Services and Markets Act (Regulated Activities) Order 2013 

(RAO) – this sets out the regulated activities for credit firms and the 
transitional provisions under which the implementation of the new 
authorisation regime will be brought into force

• a new rulebook for credit firms intended to replace the repealed 
provisions of the CCA. The consultation on this is expected in the 
autumn. The stated intention is that the regime is largely to remain 
unaltered. The indication is that the rule book will include as rules and 
guidance current OFT guidance (for example the Irresponsible Lending 
Guidance)

• a set of high level principles derived from the Financial Services and 
Markets Act. The draft legislation puts a requirement on the FCA, 
by 2019, to review the retained provisions of the CCA conduct 
requirements and to develop rules based alternatives where possible. 

The Authorisation Regime
Who needs to be authorised?
The current scope of CCA regulated activities will largely remain, subject 
to the following additional activities. Certain firms not currently required to 
be licensed by the OFT will need authorisation from the FCA, or they will 
otherwise fall into an exemption. The new regulated activities relate to:
• peer-to-peer lending
• the scope of the activity of credit brokerage is extended to cover credit 

intermediation
• credit referencing.

Lower risk activities
A two tier approach is adopted in relation to authorisation, which includes 
a bespoke ‘limited permission’ regime for firms who are considered lower 
risk. Firms carrying out lower risk activities will receive more limited scrutiny 
when becoming authorised. These activities are:
• consumer credit lending – where the main business is selling goods and 

non financial services and there are no interest or other charges (not hire 
purchase or conditional sale agreements)

• consumer hire
• secondary credit broking – broking where the firm’s main business is 

selling goods and non-financial services and broking is a secondary 
activity. This does not however include broking carried on in the 
consumer’s home on more than an occasional basis

• not for profit debt counselling
• not for profit credit information services.

Higher risk activities
The higher risk activities cover the remaining categories of consumer 
credit lending, credit broking, debt adjusting, debt counselling, debt 
collection, debt administration, credit information services, credit reference 
agency and operating an electronic system in relation to lending. The key 
differences from the current regime and points to note are as follows:
• as highlighted above, consumer credit lending as a “high risk” activity 

does not include lending by sellers of goods and non financial services 
where there is no interest or other charges (this is a ‘low risk’ activity)

• credit broking – the consultation pulls into the activity of credit broking 
the wider concept of credit intermediation. The key impact is that firms 
carrying on credit intermediation under the current regime who are not 
licensed as credit brokers will now require authorisation. As highlighted 
above secondary credit broking will be a low risk activity.

• peer-to-peer lending – the RAO introduces a new activity of operating 
an electronic system in relation to lending and concerns peer to peer 
platforms. The scope of the activity covers facilitating lending and 
borrowing between two consumers or between consumers and 
businesses. The FSA indicates that it will set out its plans for introducing 
rules for the new sector in the autumn.

Exemption
A new exemption is being introduced for third party tracing agents who do 
not themselves lend or otherwise carry on debt collection activities.

Greg Stevens
Chief Executive, CCTA

Interim Permission - The First Step
The data on consumer credit licence holders with the OFT indicates that up to 50,000 firms will 
transfer to the FCA. The Government and the FCA have set out an interim regime to apply between 
April 2014 and April 2016. All interim permissions to must be in place by 1 April 2014.

Those who should apply
• firms not already regulated by the FCA or the PRA –but having an existing OFT consumer credit 

licence should notify the FCA, pay the required fee and obtain an interim permission for the 
consumer credit activities covered by its licence

• firms already regulated by the FCA or the PRA – for non-consumer credit activities and having an 
existing OFT consumer credit licence, should notify the FCA, pay the required fee and obtain an 
interim variation of permission for the consumer credit activities covered by its licence.

If a firm fails to notify the FCA that it wishes to have an interim permission/variation of permission or 
fails to pay the fee, in either case by 1 April 2014, it will have to stop carrying on consumer credit 
activities or otherwise it will be committing a criminal offence. The FCA will supervise consumer 
credit firms during the interim period through event driven and issues based supervision.

The notification process
Interim permission notifications will be made through email, with the requirement on firms to 
validate and updapayte information currently held by the OFT e.g. contact details, details of 
controllers before 1 April 2014. The consultation also indicates that firms will be asked ‘on a 
voluntary basis’ to provide some limited information to help supervise the firm such as turnover 
and complaints information. It is not proposed that businesses will have to have key individuals pre 
approved at the interim stage.

Fees
Fees for an interim permission are estimated at £150 for sole traders and £350 for others.

Full Permission
The transfer from the interim permission regime to the full regime should start in the final quarter 
of 2014. The FCA are required to decide whether to grant authorisation within six months of 
receiving a complete application and in any case within 12 months of receiving an application. 
Applications will be invited in stages from 1 October 2014, with different categories of firm being 
directed to apply by a certain deadline starting with payday lenders first.

The shape of things to come...
The most significant changes for a consumer credit business currently under the jurisdiction of the 
OFT, will be the process and requirements around applying for authorisation, and the more intense 
supervisory enforcement regime under the FCA.
There are a number of issues that we will be bringing to your attention over the coming months 
through our ongoing campaign to ensure our members are prepared for change, and up to the 
challenge. Amongst them are:
• Threshold Conditions – these will place emphasis on the standards that the FCA expects from 

regulated firms. In assessing the conditions, the size of the firm and the risks of the firm’s 
business model to consumers will be taken into consideration

• Approved Persons - CEOs, directors, compliance staff and other individuals within a credit firm 
will be required to apply to be an approved person and will have responsibility for certain aspects 
of the running of the firm

• Principles of Business - Consumer credit firms will, for the first time, have a single set of principles 
setting out the broad parameters of expected behaviour. These are set out in eleven binding 
principles for businesses or ‘PRIN’

• General Rules - There will be a number of new general rules relating to administrative tasks such 
as status disclosure, use of the FCA logo and interpretation of the FCA Handbook

• Conduct Standards - The Principles of Business and General Rules will sit above new conduct 
standards which the FCA intends to be broadly the same as the conduct standards that apply to 
consumer credit firms today.

In acknowledging that numerous requirements in the CCA and associated regulations provide 
important consumer protections which may not easily translate into rules, the FCA propose to retain 
the vast majority of the CCA in its current form until at least 2019. 
In the short term, only specific parts of the CCA will be repealed in favour of FCA rules. These include 
the Consumer Credit Directive requirements to provide pre-contractual explanations etc. and assess 
creditworthiness and the CCA advertising regulations, which will be folded into the current stricter 
financial promotions regime.
We will, as ever, be in at the forefront of lobbying activity on your behalf. There are a large number 
of changes with relatively little time to implement them. It is important that you respond to the 
Government consultations, highlighting any unintended consequences you may have spotted 
arising out of their proposals.
If you have any questions, just get in touch. 
Greg Stevens@ccta.co.uk

Keeping you in the picture...
We will be running two CCTA Briefing Days through May and June  
in Leeds and London, and also training courses throughout the  
year under the banner ‘The Journey to the FCA’, along with regular  
Face-2-Face meetings. For further information, contact our office on:
events@ccta.co.uk
+44 (0) 1274 714 959



4

Time to answer?
The implications of a Competition Commission - What you need to know

On 6 March 2013 the Office of Fair Trading (OFT) published its long awaited final report into its review of payday lending, which 
commenced in February 2012. They also issued a consultation on making a market investigation reference to the Competition 
Commission (CC). This is because the OFT has ‘reasonable grounds for suspecting that a feature, or a combination of features of the 
market or markets for the supply of payday loans in the UK prevents, restricts or distorts competition in this market.’

The CC will interpret this phrase broadly to include any adverse effect 
on actual or potential competition. Encompassing an interpretation that 
includes one circumstance in which several features create a situation in 
which the suppliers do not compete to the extent they would, in a fully 
competitive market.
A feature is construed by the Enterprise Act 2002 (which lays down the 
framework for the CC reference) as:

• the structure of the market concerned or any aspect of that structure 

• any conduct (whether or not in the market concerned) of one or more 
than one person who, supplies or acquires goods or services in the 
market concerned 

• any conduct relating to the market concerned of customers of any 
person who supplies or acquires goods or services. 

Conduct includes any failure to act, whether intentional or not and any 
other unintentional conduct. 
Where the CC concludes that there is an adverse effect on competition, it 
is required to decide the following:

• whether action should be taken by the CC for the purpose of 
remedying, mitigating or preventing the adverse effect on competition 
concerned or any detrimental effect on customers so far as it has 
resulted from, or may be expected to result from, the adverse effect 
on competition

• and/or whether it should recommend the taking of action by others 
for the same purposes

• if action should be taken, what action should be taken and what is to 
be remedied, mitigated or prevented. 

A detrimental effect on customers is defined as one taking the form of:
(a) higher prices, lower quality or less choice of goods or services in any 
market in the UK (whether or not the market to which the feature or 
features concerned relate). 
(b) less innovation in relation to such goods or services. 

A reference to the Competition Commission presents a number of 
benefits to the industry, including:

• an opportunity for an independent, public body to carry out an in 
depth inquiry 

• a defined process and series of milestones during the inquiry, with a 
published timetable

• a rigorous approach to research and analysis, using accepted 
economic, financial and marketing models and measures

• an outcome based on robust assessment rather than preference, 
myth, beliefs

• publicly available findings (with redactions where necessary).

However, the formality and intensity of the process cannot be 
underestimated. The CC’s own Guidance on Market References runs to 
52 pages and is only one of a series of publications around the subject. 
The inquiry must be completed within a 2 year time period, but this does 
not include the implementation of any remedies or undertakings.
As an example of the length of time an inquiry continues to have 
relevance, the CC published on 28 February 2013 its evaluation of 
measures to remedy competition defects in the Home Credit market, 
an investigation which was completed in November 2006, having 
commenced in December 2004 following an OFT market reference. 
The remedies order came into force in October 2007 and was varied 
in 2011.
The major stages of the reference generally include action by the CC in: 

• gathering information, issuing questionnaires, hearing witnesses

• verifying information, providing a statement of issues 

• considering responses to a statement of issues 

• notifying provisional findings, notifying and considering possible 
remedies 

• considering exclusions from disclosure, and publishing reports

All of these stages require resource and input from the businesses 
involved. Some businesses will be required to play a greater part in the 
process, usually those businesses holding influential market shares. 
However many smaller businesses may be required to respond to 
questionnaires and provide additional information to the CC as the 
investigation progresses. Responding is not an optional choice.

Major milestones such as the statement of issues, provisional findings 
and possible remedies are circulated for consultation. Where documents 
are to be made publicly available extracts may be sent to individual 
businesses to consider for redaction if material is considered market 
sensitive. Timescales for these responses are often short.

Material issued by the CC is not renowned for its brevity, as an example 
the final report into Home Credit contained a summary, 9 sections, 21 
Appendices and a glossary.

A varied skill set is required to deal with the process, which can be 
stressful and intrusive. Certainly a knowledge of the various models, 
measures and tests used, such as the SSNIP test and the WACC 
measure, is essential to understand how the CC’s evaluation is 
formed. Project management skills are required to co-ordinate various 
submissions and an appreciation of how proposed issues, findings and 
remedies will impact on a lender’s business is essential. Being able to 
explain how one’s business works, both on paper and, possibly face 
to face, is required, including in depth discussions on financials and 
costings.

An ability to read and understand sizeable reports and to respond within 
a short time frame is also essential, as is the requirement to provide 
responses that are supported by evidence based statistics and not 
simply anecdotal claims. Sanctions for misrepresenting information to 
the CC are punitive!

CCTA has amongst its senior ranks and associate members the 
necessary skills to support businesses through this rigorous and 
intensive process.

Helen Ward: an independent consultant, worked on the Home Credit and 
PPI inquiries representing a major lender in the non standard market. 

John Lamidey: an independent consultant, worked on the Home Credit 
inquiry when Director of the Consumer Credit Association, which was 
comprised of many members operating Home Credit.

Greg Stevens: CCTA CEO, worked on the Home Credit and PPI inquiries 
representing a major lender in the non standard market.

The OFT’s payday lending review has brought compliance into focus 
and those businesses that choose to ignore this will face sanctions and 
possibly increased difficulty in obtaining ‘interim permission’ to trade 
from the FCA, should this proposal go through. Businesses required to 
co-operate with the CC market reference will need to commit significant 
resource and possibly cost in preparing for, and going through the 
process. This is not scaremongering, as anyone who has been through 
the process will testify.

It’s the economy, stupid...
It’s the economy stupid is a slight variation on the phrase, which James 
Carville had coined as a campaign strategist of Bill Clinton’s successful 
presidential campaign in 1992, which ousted the sitting president 
George H W Bush. With just under 27 months of the current Coalition 
Government remaining, politicians would be well advised that on 7 May 
2015, or possibly before, the British public will be casting their vote on 
the perceived, and real state of the economy.

Another coiner of phrases was Mark Twain, who amongst others used 
the phrase ‘lies, damned lies, and statistics’. We are currently swamped 
with statistics from multiple sources which are confusing, and on many 
occasions counter-intuitive to previously factual based evidence. 

Unemployment statistics are a classic case of moving goalposts, and 
measurements which provide an opportunity of using the statistics to prove 
several points of view, at the same time. The rate of inflation is another 
conundrum, as the impact on the consumer is variable depending on the 
level of income, and outgoings and the portion of outgoings. 

Despite the impact on consumers the Bank of England has said it is willing 
to tolerate persistently high inflation in an attempt to boost the UK’s faltering 

economy, while pointing to the limits of monetary policy in persuading 
people to spend. There is an acknowledgment by King insisting that ‘there is 
no point trying to persuade people to spend in the way they were before the 
crisis hit’. The BoE Monetary Policy Committee now expects inflation to rise 
from 2.7% in January to above 3% for the remainder of the year.

MP’s attacking legal lenders because of high APR’s and calling them ‘loan 
sharks’, to gain column inches in the Press does no one any good. In fact 
in certain circumstances it could drive legal lenders to withdraw perfectly 
good products from the market, to the detriment of a competitive consumer 
market place. Much of the excellent work undertaken by the illegal lending 
team to stamp out illegal loan sharks, could be overturned if access to legal 
lending is taken away, to consumers with impaired credit. 

The best solution is that APR should be replaced by a cost of credit figure, 
so that the consumer can compare credit offerings. The usage of APR for 
a credit product less than a year creates massive distortions, which can 
be confusing for the consumer. The distortions are then used on a regular 
basis by individuals, and organisations to attack lenders who provide much 
needed credit products, to consumers who have had a chequered credit 
history in the past. 

We are often informed that Credit Unions will handle the additional 
scalability required if legal lenders exited the high risk & cost consumer 
credit sector. In reality Credit Unions have found that lending to high risk 
consumers, involves them in a greater need to have additional resources 
to deal with arrears cases. There have also been some local difficulties 
with some Credit Unions being closed down. As the Credit Unions do take 
deposits they should be liable to capital adequacy requirements, and any 
bail outs because of trading difficulties, should not be paid for out of the 
public purse.

Banks are continuing to retrench after the ongoing effect of the credit 
crunch, and the consuming need for even more capital adequacy. They 
are reluctant to provide loans, and overdrafts to consumers who may 
have a less than perfect credit profile. There can be no doubt that it will 
take several more years, before difficult mortgages and loans have flowed 
through the system. We are still seeing a continuing retrenchment of 
Banks from SMEs especially those in the consumer credit space.

The current eruption of the scandal at Monte dei Paschi di Siena, the world’s 
oldest bank has again raised doubts about the European situation. Their 
problems date to 2007, and the 9bn euro purchase of Banca Antonveneta. 

The re-financing, and leverage of the over inflated purchase is coming back 
to bite. By the same token there are many mortgage, and loan books in the 
UK, especially interest only mortgages that will take years to cleanse.

So where will we be in the Spring of 2015, when the Coalition Government 
go to the country? There will be howls of anguish from pensioners, and low 
paid consumers who have seen their savings disappearing in real terms 
because of rising inflation, and negligible savings rates. There will be howls 
of anguish from the ‘squeezed middle‘ after child tax credits taken away, 
and disposable income being reduced by rising inflation. There will be howls 
of anguish from groups of consumers unfairly victimised by Government. 
There will be howls of anguish from consumers after access to credit 
becomes severely restricted after the FCA implementation. Our SME industry 
base, especially in the consumer credit will be in tatters. Government will 
have created a perfect storm by its own hands, and the public will decide 
their future.  

To return to the words of Mark Twain, ‘if you tell the truth, you don’t have 
to remember anything’, and finally, ‘loyalty to country always - loyalty to 
Government, when it deserves it’.

Greg Stevens, CCTA Chief Executive So
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Still water runs deep… 
in-depth software for the 
finance industry
Anchor Computer Systems have 
been providing flexible instalment 
credit solutions to the finance 
industry for over 30 years. 

Our experience and knowledge 
of the instalment credit market 
means that our Sentinel system 
is capable of dealing with the full 
range of financial products whilst 
being both highly adaptable 
and affordable.
 
It is already the system of choice 
for a wide range of organisations 
from innovative start-ups through 
to large multi-national operations.
 

For further information on 
how Sentinel can help your 
business contact
 
Peter England – 01248 672940 
Mike O’Sullivan- 07854 955070
 
Alternatively email 
enquiry@anchor.co.uk

Anchor Computer Systems, 1 Chestnut Court, Parc Menai, 
Bangor, Gwynedd  LL57 4FH  Tel. 01248 672940  www.anchor.co.uk

SentinelA4ad.indd   3 01/08/2012   13:29

Fundamental Data Protection Change - A step closer
The global, EU and UK data protection landscape is at a crossroads. And organisations across 
all sectors are waking up to the fact that change is inevitable. It will impact CCTA members 
and should already be on our strategic radar. Here Mike Bradford, founder and Director of 
Regulatory Strategies tells us what lies ahead, and what we should already be doing to 
address what he sees as being something we ignore at our peril.

Mike Bradford
Director, Regulatory Strategies 

Ignore at your peril...

It is inevitable that there will be significant change to the data protection 
laws we have become familiar with in the UK and Europe, under the 
1995 Directive. 

If the Regulation remains as currently drafted, businesses in some member 
states, for example the UK, will face a more bureaucratic, detailed and 
prescriptive data protection regime, and one that even some data protection 
regulators take issue with. 

David Smith, Deputy Data Protection Commissioner in the UK has 
commented on the proposed EU data protection reforms stating: “Put 
simply, the proposals could prove to be one of the biggest changes to data 
protection this country has ever seen.” 

To demonstrate the national differences across EU members states, the 
German approach, which is seen by many as the model on which the 
Regulations have been drafted, has been cited as being: ‘trust is good, but 
control is better’. The Rapporteur charged with taking the Regulations though 
the EU legislative process, Jan Albrecht, is from the German Green party.

The LIBE Committee’s Report (Civil Liberties, Justice and Home Affairs) 
on the Data Protection Regulation was published in January 2013, 
proposing dramatic restrictions on the use of data, which would have huge 
implications for companies across all sectors.

The Report, which does not represent the final report of the European 
Parliament, but gives the clearest indication yet of how things are shaping 
up, strongly supports the Commission’s aim to strengthen Europe’s data 
protection rules and appears to go even further than the proposal published 
by the EU Justice Commissioner Viviane Reding in January 2012.

The Report contains 350 proposed amendments which would increase 
data subjects’ rights by:

• confirming that explicit consent will be the rule

• extending the compulsory Data Protection Officer requirement

• further tightening the proposal’s scope of non-EU-based controllers

• restricting the ‘legitimate business interest’ exception, and 
strengthening the sanctioning system.

Negotiations involving the European Council, the Parliament and the 
Commission have now started, with the aim of reaching a political 
compromise by the end of this year, and adopting the new regulation 
before the European Elections in 2014. 

Because we have a Regulation rather than a Directive, there will be no 
room for ‘interpretative drafting’ at member state level, the Regulation 
must be enacted as written, unlike our current member state data 
protection legislation which is based on, but does not replicate verbatim, 
the Data Protection Directive. 

Make sure your organisation knows what’s coming. Don’t leave it to the 
data protection officer to monitor, this is a strategic boardroom agenda 
item as the Regulation will impact every area of business, both in terms of 
governance requirements and potential bottom line impacts.

The best approach is to act now.

Make sure that you already comply with what the data protection regulator 
and your customers would expect under current legislation. Moving up to 
the inevitably higher bar under the new Regulation will be far easier and 
less of a challenge to ‘business as usual’ from a compliant starting point.

Ask yourself whether you have data protection policies in place, an up to 
date privacy policy compliant with the new cookie regulations, an incident 
management plan, a retention strategy, robust contracts in place with third 
party suppliers that include data protection clauses. 

Are you and your staff equipped to respond promptly to a subject  
access request? 

Do all staff fully understand their data protection responsibilities and have 
they received adequate training?

If the answer is ‘no’ to any of the above, then it unlikely that the regulator’s 
expectations would be met and, when the new Regulation adds to our 
ever growing compliance requirements, there will be a legal requirement 
to put these things into effect.

Regulatory Strategies provides more detailed commentary of the impact 
of these changes on their website www.regulatorystrategies.co.uk

Feature
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On 5 April this year HMRC introduced a 
new way of reporting PAYE called Real 
Time Information (RTI) which will affect 
almost all employers in the UK.

HMRC has suggested that work will 
be reduced once year end reporting 
is obsolete and that the abolition of 
forms such as the P35 and P45 will 
lead to simpler administration. HMRC’s 
estimates are that there will be an 
ongoing administrative burden of less 
than £19 per scheme per year. This is 
difficult to reconcile with the fact that 
payroll providers are quoting around 
£120 per year to make 12 monthly 
RTI submissions for their customers, 
regardless of payroll size, on top of 
their normal payroll processing costs. 

HMRC also estimates are that it will 
cost employers an average of £20 
per PAYE scheme to check and amend 
employee data, and £50 per scheme 
to train and familiarise staff with the 
new processes. 

Source: Baker Tilley

HMRC’s attempts at encouraging small 
businesses to improve record keeping 
standards have proved difficult. 

The potential for imposing real time 
record keeping penalties of up to 
£3,000 continues to cause concern. 
It is now reported that HMRC may 
be having second thoughts as to the 
legality of the real time record keeping 
penalty and may seek to test the water 
by taking a suitable penalty appeal case 
to the Tax Tribunal.

Source: Baker Tilley 

The Small Business Survey 2012 
is a large scale representative 
telephone survey of business owners 
and managers in the UK. It is the 
latest survey in a series that is now 
undertaken every two years. This report 
documents the findings for small 
and medium enterprises (SMEs) with 
employees.

It provides details of small business 
performance and the factors that affect 
this under the following headings:

• profile of businesses
• business performance
• business capability
• access to finance
• obstacles to business success
• business support. 

A report for businesses without 
employees is also available.

Full details can be found at:  
www.bis.gov.uk

Counting the real cost  
of Real Time Information

Business Records Checks 
back in the news

Small Business Survey 
2012 published

Funding for Lending Scheme:  
2012 Q4 usage and lending data 

Released...

16% of SMEs at risk 
of going under 

16% of British small and medium sized businesses (SMEs) surveyed 
consider themselves at high risk of going out of business within the next 
year due to financial pressures. This is according to the latest quarterly 
SME Risk Index from global insurer Zurich, and polled by YouGov, 
surveying over 500 senior SME decision makers.

• 21% of retailers claim to be at high risk of going out of business, an 
increase from 12% in the last financial quarter

• 24% of IT and telecoms related SMEs say the same, also up from 
11% in Q3

• 37% for construction firms, up from 33% previously.

This outlook reflects a consistent view among SMEs questioned, with 
79% continuing to raise concerns about the current economic climate, 
and 82% not confident it will improve in the next quarter. It is clear, 
however, that the SMEs becoming more adept at navigating themselves 
through tough times are those who look in the best shape for growth. 
Many SMEs are now looking to invest, 29% stated that ‘expansion of 
the business in the UK’ is a top two priority for 2013.

The Bank of England has published updated data on the use of 
the Funding for Lending Scheme (FLS). In the quarter ending 31 
December 2012, 11 participants made total FLS draw downs 
of £9.5bn, taking the total amount drawn under the Scheme to 
£13.8bn. Net lending by FLS participants over the quarter was 
£2.4bn. There are now 39 groups participating in the Scheme, which 
cover over 80% of the stock of lending to the real economy.

The FLS works by reducing funding costs for banks and building 
societies, which allows them to reduce the price of new loans and 
increase their net lending relative to previous plans. Funding costs 
have fallen significantly since the announcement of the FLS and there 
are indications of an improvement in credit conditions, with loan rates 
falling. But it will take time for this to feed through to lending volumes, 
given the typical lags involved in the loan application, approval and 
drawdown process.

SME allowance confirmed
Small businesses are to be given a new 
allowance which will mean no employer  
tax payments are liable for staff hired on less  
than £22,000 a year.

The new Employment Allowance will apply to around one third of all 
employers in the country who will now be able to hire four people at 
minimum wage or one person at £22,000 a year.

Speaking in his budget announcement, George Osborne MP said: 
“Aspiration is about living in a country where people can get jobs and 
fulfil their dreams. I want to support jobs and the small businesses that 
support them. The cost of employing people is a barrier to taking an 
extra person on so I am creating the employment allowance. I am taking 
the first £2,000 off the employer national insurance bill off of every 
company. It will mean that 450,000 small businesses, one third of all 
employers in the country will pay no jobs tax at all.”

Businesses to be cut free from company red tape
Thousands of businesses are to be spared from red tape after Business 
Minister Jo Swinson announced the interim results from the Company 
and Commercial Law Red Tape Challenge. 

The findings show that half of the 115 regulations on the day to day 
running of a company and the preparing and filing of their accounts 
are to be scrapped, merged or simplified. This will cut down the dead 
weight of the statute book by removing redundant legislation and ensure 
that the remaining regulations are simpler to understand. Business 
Minister Jo Swinson said: “The Companies Act is understandably a 
complex bit of law. However, there are many areas where this has 
resulted in companies unnecessarily being tied down by red tape. We 
are always trying to make sure that companies can get on with what 
they’re supposed to be doing , running a business and creating jobs to 
help make the economy stronger. We are determined to create a flexible 
business environment for companies to flourish in so they can compete 
globally and help grow the economy.”

The Forum of Private Business has said that data 
recently released, highlights ongoing problems 
with business banking in the UK. The research has 
shown particular issues for first time applicants 
(FTAs) who are finding it increasingly difficult to 
successfully source credit from lenders.
• 54% of FTAs for a loan or overdraft ended the 

process unsuccessfully
• 21% of non first time applicants seeking new or 

renewed facilities were unsuccessful
• 8% of those renewing an existing facility over 

the last three years were unsuccessful.

Forum spokesman Robert Downes said: “The 
long and short of it is that in 2012 firms seeking 
credit for the first time, usually the ones who 
need it most, are the ones more often than not 
being refused access to credit from lenders, and 
it’s got markedly worse in a short period. Simply 
put, the banks risk averse nature is stifling the 
next generation of business owners, and the 

Government is idly watching from the sidelines. 
These results come as no surprise following the 
Q4 Funding for Lending figures. They show the 
desperate state of small business lending at the 
minute.“
The Forum was also critical of the overwhelming 
lack of awareness amongst business of the loan 
appeals system. Only 14% of failed overdraft 
applicants and just 8% of unsuccessful loan 
applicants were aware of the appeals system, 
which was introduced in April 2011. Two thirds of 
those rated the banks’ feedback for why they were 
refused as poor.
“Such lack of awareness is a huge fail by anyone’s 
standards; that the banks are implicated again 
when it comes to a form of self regulation speaks 
volumes about the self serving culture in the sector. 
Just how many firms have been let down as a 
result? We’ll never know the answer, but this has 
to now be a priority for lenders, and if they aren’t 
capable, Government must step in” added Downes. 

The cupboard is bare?
The state of business banking 

A pot of gold...?
£70 million boost to small business lending
Small and medium sized businesses (SMEs) are set to receive a £70 million lending boost 
following Government action to increase and diversify the availability of finance.
Three new lenders, Market Invoice, URICA and Beechbrook Capital, will share more than 
£30 million of Government funding to offer SMEs alternatives to traditional bank 
lending. Each lender has committed to attracting additional funding from private 
sector investors, with the total expected to boost the pool of credit available to SMEs 
from these three lenders by more than £70 million.
Business Secretary Vince Cable said: “A lack of access to finance is still choking off 
too many small businesses, preventing them from growing, taking on new staff 
or investing in new equipment.
We are taking a range of actions to support SMEs and shake up business 
finance markets, including through the new business bank. This 
announcement is an important boost for non-traditional lenders with 
creative and innovative solutions. It will increase competition and create a 
more diverse and balanced market for business lending.”

Making life simple...

SMEs
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Payday lenders look 
good next to banks 

Bank customers see red…

The influential Chartered Institute for Securities and Investment has 
produced research showing that those in need of a modest stop gap loan 
might do better to go to a payday lender than to a ‘respectable’ bank.

Data from the institute shows that the cost of borrowing £200 last 
month from a payday lender would have totalled £66. The same loan 
as an unauthorised overdraft from Lloyds would have cost £84.22, 
an annual rate of 2,200%, while NatWest would have demanded a 
whopping £110, or 4,000%. Even an apparently modest £1-a-day 
fee with a ‘come on’ 0% interest from the Halifax works out at 350%  
a month.

It is becoming increasingly clear that 
the high street banks are attempting 
to achieve by stealth what loan sharks 
do upfront. Despite pressure from 
regulators, there is little evidence that 
the big banks are trying to speed 
up the time it takes them to clear 
cheques or make transactions. The 
rates on offer to savers are made 
only slightly less poor by up front 
bonuses that evaporate after six 
months or a year, when the bank 
hopes you will not notice them 
being put back to 0.1 per cent.

Bank customers who run out of cash and are forced into the red must 
pay three times more for borrowing £200 for ten days in a current 
account than if they had taken a payday loan.

The baffling and expensive charges are forcing many to use alternative 
lenders, whose up front fees appear to be clearer and cheaper.

A recent  report by the Office Of Fair Trading (OFT) revealed how 
banks are squeezing nearly £2 billion a year from customers who use 
unauthorised overdrafts. ‘The huge overdraft fees charged by banks 
mean they are pushing customers out of the frying pan and into the 
fire of payday lending firms,’ says Laura Willoughby, chief executive of 
campaign group Move Your Money. 

‘The banks are simply not being fair to customers. This utter lack of 
transparency about charges means people simply don’t have the right 
information to make the best decisions about their money.’

Up until 2009, overdraft charges were a massive source of profit for  
the banks.

They would routinely land customers who went a few pence overdrawn 
with hundreds of pounds of fees. Many could not afford to pay these 
back. In the face of heavy criticism from their own customers the banks 
were forced to change the way they did business.

The banks have proved time and time again that they cannot be trusted 
to treat customers fairly, yet the watchdogs who are supposed to be 
regulating this industry are failing to act,’ says Marc Gander, of the 
Consumer Action Group, an organisation set up to fight excessive  
bank charges. 

The FSA and the Bank of England relax the 
barriers to entry for new bank entrants
The Financial Services Authority (FSA) and the Bank of England have 
published the results of their review (the Review) into barriers to 
new entrants to the banking sector. This Review sets out significant 
changes to regulatory requirements and authorisation processes 
which, taken together, will reduce some of the regulatory barriers to 
entry into the banking sector and, as a result, enable an increased 
competitive challenge to existing banks. The main features of the 
changes are:
• changes to the prudential regime
• changes to the authorisation process. 

These changes came into effect at the legal cutover on 1 April 
2013, when the PRA and FCA come into existence. FSA 
chairman Adair Turner commented: “This has been a 
comprehensive review and we have made some bold 
changes, ones that respond to the difficulties faced by 
applicant firms. We believe the changes will make a 
significant difference to the ease with which new 
firms can enter the UK banking system and, 
as a result, enable an increased competitive 
challenge to existing banks.”

For full details visit www.fsa.gov.uk

Benchmarks - new rules...
FSA finalises proposals for the regulation and 
supervision of benchmarks
On 28 September 2012 ‘The Wheatley Review of LIBOR’ was 
published, which included a 10 point plan for comprehensive reform of 
LIBOR including that LIBOR activities should be brought within the scope 
of statutory regulation. The Government has subsequently inserted 
provisions into the Financial Services Act 2012 to allow the regulation  
of activities in relation to benchmarks. The legislation will commence on 
1 April 2013. Initially, the only specified benchmark will be LIBOR.

Following a consultation (CP 12/36) the FSA has now finalised 
proposals for the regulation and supervision of specified benchmarks, 
The key proposals include:

• benchmark administrators 
will be required to corroborate 
submissions and monitor for any 
suspicious activity

• those submitting data to 
benchmarks will be required to 
have in place a clear conflicts of 
interest policy and appropriate 
systems and controls. This 
will result in clear, robust rules 
which will give firms and their 
employees comfort that the 
regulatory regime clarifies what is 
expected of them 

• two new significant influence 
controlled functions created 
under the FSA’s Approved Persons 
Regime for the administrator and 
submitting firms.

Could do better…
Awareness within the FSA of inappropriate LIBOR submissions

The Financial Services Authority (FSA) has 
published its Internal Audit Report (the Report) on 
the London Interbank Offered Rate (LIBOR). 

Following questions raised during an enforcement 
action against Barclays Bank plc (Barclays), the 
chairman of the FSA, Adair Turner, asked the FSA’s 
Internal Audit to identify any communications 
from any firm or from media reports or other 
information sources which might have provided 
relevant information, to make a judgement on 
the appropriateness of the FSA’s response at the 
time, and to recommend, if necessary, changes to 
future approaches and working arrangements. 

The Report concludes that:

• the FSA’s focus on dealing with the financial 
crisis, together with the fact that contributing 
to and administering LIBOR were not ‘regulated 
activities’, led to the FSA being too narrowly 
focused in its handling of LIBOR related 
information

• taking the information cumulatively, the 
likelihood that lowballing was occurring should 
have been considered

• the information received should have been 
better managed.

The barriers are lowered...

BANKs

Regulatory tazor...
Ring-fence needs electrification, says Banking Commission report 

In December 2012 the Parliamentary Commission 
on Banking Standards published a report. The 
report containing the Commission’s consideration 
of the Government’s draft Financial Services 
(Banking Reform) Bill and associated proposals 
which give effect to the recommendations of the 
Independent Commission on Banking (ICB).

Commenting on the publication of the report, 
the Chairman of the Parliamentary Commission 
on Banking Standards, Andrew Tyrie MP, said: 
“Parliament took the unprecedented step of 
creating its own inquiry into banking standards, 
in the wake of the first revelations about the 
Libor scandal. The latest revelations of collusion, 
corruption and market rigging beggar belief. It is 
the clearest illustration yet that a great deal more 
needs to be done to restore standards in banking.

The Government asked us to look at one of its 
main proposals for increasing financial stability, 
ring-fencing, as part of our work. The Commission 
welcomes the creation of a ring fence. It can, in 
principle, contribute to the Government’s objectives 
of making the banking system more secure. It is 
essential that banks are restructured in a way that 
allows them to fail, whether inside or outside the 
ring fence. Ring fencing can also help address the 
damage done to culture and standards in banking. 

But the proposals, as they stand, fall well short of 
what is required. Over time, the ring fence will be 
tested and challenged by the banks. Politicians, too, 
could succumb to lobbying from banks and others, 
adding to pressure to put holes in the ring-fence.

For the ring-fence to succeed, banks need to be 
discouraged from gaming the rules. All history 
tells us they will do this unless incentivised not to. 
That’s why we recommend electrification. The 
legislation needs to set out a reserve power for 
separation, the regulator needs to know he can use 
it. Furthermore, we need periodic reviews of the 
sector to reassure us that the ring-fence as a whole 
is working. Tougher measures may yet be required.

The Commission will take further evidence on 
whether full separation of proprietary trading may 
be appropriate.

The Commission will also be looking at, and 
reporting on, what contribution changes in areas 
such as competition, corporate governance, 
supervision and regulation and the civil and 
criminal law could make to enhancing standards 
and culture in banking.”

If the cap fits... 
Final agreement on a cap for bankers’ 
bonuses will be reached with the 
completion of the last trialogue 
negotiation between the European 
Parliament and European Commission. 

New rules on bonuses, incorporated 
in the updated Capital Requirements 
Directive (CRD), include: 

• a salary/bonus ratio of 1:1 which 
can be raised to 1:2 with a 
shareholder vote of 65% if there is 
a 50% quorum or 75% vote if no 
quorum applied 

• up to 25% of the bonus can be paid 
in long-term instruments (deferred 
for five years) linked to the capital, 
and therefore stability, of the bank.

Sharon Bowles MEP, who chairs the 
European Parliament’s Economic 
and Monetary Affairs Committee and 
who led the trialogue negotiations 
on CRD, said: “Anyone receiving their 
annual salary, or twice their annual 
salary, as an additional bonus should 
not complain they are not sufficiently 
rewarded for their work.”

Mystery shopping 
review
The Financial Services Authority (FSA) 
has published the results of a mystery 
shopping review, carried out between 
March and September 2012, looking 
into the quality of investment advice 
given by banks and building societies. 
This review focused on the quality 
of advice given to customers looking 
to invest a lump sum. In total 231 
mystery shops took place. The results 
show that:

• in 11% of mystery shops, the 
evidence suggests that the adviser 
gave the customer unsuitable advice 

• in 15% of mystery shops, the 
evidence suggests that the adviser 
did not gather enough information 
to make sure their advice was 
suitable, so it was not possible 
to assess whether the customer 
received good or poor advice.

Andrew Bailey 
becomes Deputy 
Governor of BoE
HM Treasury has appointed Andrew 
Bailey as Deputy Governor of the Bank 
of England (BoE) with responsibility 
for Prudential Regulation. As Deputy 
Governor for Prudential Regulation, 
Andrew Bailey will also be the Chief 
Executive of the Prudential Regulation 
Authority, a member of the Court 
of Directors and a member of the 
Financial Policy Committee. 

Source: HM Treasury, 19 February 2013 

Source: This Is Money
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CAB refuel...
£9.5 million of new funding for Citizens Advice 
Service to champion consumer work

Behind the mask...

Embrace ecommerce  
high street online?
Store closures soar over last year

personal and company insolvencies masks bigger  
picture of struggling debtors in the UK

The Government announced the statistics for insolvencies in the UK 
in 2012. February statistics showed a fall in personal insolvencies. 
Numbers dropped from 119,941 in 2011 to 109,477. It is 
encouraging to see that fewer people are having to take a formal route 
to resolve their debts. But this does not give the bigger picture, as 
many more are struggling than the statistics show: 

• 50,000 people each year go into DMPs, which are not recorded in 
these statistics

• there has been a huge increase in the number of people negotiating 
directly with their creditors

• estimated 10% of debtors tread water, only paying off the interest 
on their loans each month

The number of companies becoming insolvent has decreased from 
16,886 in 2011 to 16,138 in 2012. This seems reassuring, but 
these statistics mask the growing problem of ‘zombie companies’. 
These are companies that tread water. They do not become insolvent, 
but are only able to service the interest on their debts, not the debt 
itself. While these companies continue to trade, and their staff 
continue to be employed, they are unable to grow or expand, even if 
the economy expands. In previous recessions, higher interest rates 
have forced these companies into insolvency, but the historically low 
interest rates over the last 5 years in the UK have left up to 160,000 
zombie companies, around 9% of eligible businesses (this statistic 
excludes companies with a turnover of less than £50,000).

Figures from PwC and the Local Data Centre have found that over the last 
12 months, an average of 20 shops closed every day. Retailers selling 
computer games, health foods and cards were among the hardest hit, 
making up a large percentage of the 7,337 closures last year. With many 
calling for drastic change to enable the survival of the high street, Dan 
Wagner, CEO of mobile payment company mPowa, thinks that shopping 
should be redefined. He says that as the way we shop changes, the only 
way for the high street to survive will be to embrace ecommerce, using it 
to their advantage.

Dan said, “We are about to see a major shift in the way we shop. The time 
has gone where we walk around shops, picking items up. An ‘everything 
commerce’ mentality will allow unparalleled flexibility regarding 
transactions. Whether transactions take place in store, completing the 
whole transaction online in store and having items delivered home, or 
starting the transaction in store then finishing at home, high street shops 
will need to adapt to the changing demands placed upon them.”

The Citizens Advice Service received a boost in its role as the voice of 
the consumer as Consumer Minister Jo Swinson announced £9.5million 
of additional funding. The money will support the work of the Service 
which will become a ‘one-stop shop’ for information, education and 
advice about general consumer matters. 

The extra funding will help Citizens Advice as it takes on more 
responsibility as part of the changes announced by Government to 
reshape the consumer landscape. From 1 April 2013 the Citizens 
Advice Service will work on consumer advocacy and education, as 
Consumer Focus and the OFT prepare to handover their work. This 
means that when consumers need someone to take forward their 
complaint, provide advice and information or know what their 
consumer rights are, they now have one place to go. 
This initative is part of wider Government 
reforms which will give greater clarity to 
consumers about where they need to 
turn for help and advice, through  
clearer responsiblities and better 
coordination between consumer 
bodies and enforcers.

The analysis of fraud trends during 2012 
by CIFAS, the UK’s Fraud Prevention Service 
revealed an astonishing 53% surge in the 
takeover of accounts by fraudsters. These 
takeovers of accounts pose some serious 
questions to individuals and organisations alike, 
especially considering that fraudsters typically 
target products for immediate material and 
financial gain:

• plastic card accounts were 
the most commonly hijacked 
product, and increased 
by 44% compared with 
2011 levels

• mail order accounts were 
less frequently taken 
over by fraudsters but 
still surged by 117% 
from 2011

• attempts to take 
over the running of 
a bank account also 
increased by 48%  
in 2012 compared 
with 2011.

 

Open to alternatives...
Pawnbrokers as well as friends and family are 
easing financial pressures as the first port of call 
according to new research from The Money Shop.

51% of customers who took part in the survey are 
turning to family and friends or pawning valuable 
items before seeking more conventional sources 
of funds such as an authorised overdraft or bank 
loan. Pawn broking has grown by 14% from 

2011 to 2012 to £851m and has more than 
trebled in market size since 2006 (£248m).
71% of customers are loyal to one pawnbroker. 
More than 80% of borrower’s value factors  
such as:
• keeping items safe and secure
• borrowing from a trustworthy brand
• treating customers fairly and honestly

Hi-jacked...
Takeover of accounts poses security challenge warns CIFAS

EXTRAs

Concentrated debt...
UK families owe nearly six months’ income in unsecured debt

Risky business...
Growing number of motorists can’t afford car insurance

A debt 
generation...

Soaring debt and stalling incomes over the last year 
means UK families now owe the equivalent of more 
than five times their monthly income in unsecured 
borrowing, according to new data from Aviva’s latest 
Family Finances Report.
An annual rise of 7% in family borrowing has 
coincided with a 1% drop in their net monthly 
incomes. The typical family owed £11,101 in 
unsecured borrowing in January 2013, up by 
£683 over the last 12 months, but took home just 
£2,043 after tax, £23 less than in January 2012.

While the number of borrowers has actually fallen, 
those who do borrow are borrowing more, with 
credit cards, overdrafts and personal loans the most 
common forms of borrowing.
However, while typical credit card debt has risen 
18% since August 2012 to £6,055, the number 
of families using this method of borrowing has 
actually fallen from 45% to 39%. Over the same 
period use of overdrafts has fallen from 29% to 
26% of families, while the number of families with 
personal loans has fallen from 27% to 22%.

According to research by moneysupermarket.com, 
1 in 7 motorists have driven without insurance. 
Of those, 12% said they can’t afford insurance, 
compared to just 6% this time last year. Leading 
moneysaving service, MoneySave Solutions, believes 
these statistics show the real impact on people’s 
lives of the rising cost of motoring. It is concerned 

that it may be the case that some consumers already 
in debt will face higher premiums which may force 
them to take the difficult decision of not paying for 
motor insurance. 
Not only is this illegal, but it leaves them vulnerable to 
hefty costs if they are involved in an accident. 

The new research was commissioned to uncover 
the myths surrounding personal debt and unearth 
the real reasons that so many UK adults hold debt 
nowadays compared to previous generations.
The impartial survey was conducted by YouGov. on 
behalf of iva.co.uk. The following is a summary of the 
results which are a representation of all UK adults: 
The main cause for the increase in personal debt 
compared to previous generations: 
• 22% think we are all too materially motivated 
• 20% feel it’s too easy to borrow money 
The reason you first got into debt: 
• 24% were living beyond their means 
• 18% had had an unexpected expense (e.g. home 

or car repairs) 

The survey also revealed: 
• 16% have experienced mental health/health 

problems due to debt 
• 20% expressed that debt has had a significant 

effect on their happiness 
• 22% have never had personal debt 
• 69% have experienced debt or have debts 

currently 
• 27% are not currently doing/planning on doing 

anything in order to resolve their debts. 
The perceived ‘normalization’ of debt in the midst of 
the recession may mean that now a few thousand 
pounds on a credit card doesn’t feel like a problem 
and could explain why so many people with personal 
debts are not planning to repay them. 

Ready for aging? 
Baroness Greengross, Chief 
Executive of ILC-UK responds to the 
House of Lords Public Service and 
Demographic Change Committee, 
Ready for Ageing?

 “Our society is in denial of the 
inevitability of ageing. We have put 
off the difficult decisions for far 
too long. The Public Service and 
Demographic Change Committee 
argues that there has been a lack 
of vision and coherence in the 
ageing strategies of successive 
Governments. This cannot continue.

It is fiscally vital that we get ageing 
right. Age-related spending in the UK 
is projected to rise from an annual 
cost of 21.3% to 26.3% of GDP 
between 2016/17 and 2061/62, 
equivalent to a rise of around £79bn 
in today’s money.

But addressing the cost of ageing is 
just the start of the challenge.The 
report paints a picture of a health 
and care system which doesn’t work 
for today’s older population. Similarly 
our communities, housing and 
transport systems are ill equipped 
for the challenges ahead.We must 
not be afraid to tell people that they 
are likely to need to work longer and 
that state pension ages may need 
to increase further as healthy life 
expectancy changes.“

The changing 
face of 
retirement...
In a recent report Prudential tracked 
the plans and expectations of people 
entering retirement this year. They 
reveal a positive shift in attitudes 
towards retirement, despite the fact 
that it can be a financially challenging 
time for many.

• 52% intend to stay physically fit in 
retirement

• 29% plan to improve mental 
fitness

• 24% of people planning to retire 
this year say they don’t feel ready 
to stop work yet

• 21% say they don’t like the idea 
of being at home all of the time in 
retirement

• 57% of this year’s retirees say 
they would consider working past 
the State Pension Age

• 40% of those are wanting to work 
in full-time employment

• 60% are considering working 
part-time

• 38% say they would be happy to 
work on simply because they enjoy 
working so much.

Newly released figures by the Office of National 
Statistics (ONS) show that UK households took 
on an extra £9bn of credit card and other non 
mortgage debt in the two years to 2010.
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The Financial Ombudsman has 
announced new guidance for the 
publication of future decisions. From 
April 2013 it will start the process of 
making its individual final decisions 
publicly available, as required by the 
new Financial Services Act 2012. 
The decisions will name the business 
but not the consumer and will be 
available in a searchable database 
on the FOS website.

This paper sets out how the 
Ombudsman Service will publish its 
decisions. 

Source: FOS, 21 March 2013

The Ombudsman has announced 
that its plans and budget for 
2013/2014 have been finalised 
and approved. This follows the 
publication of its January 2013 
consultation on its proposals. 
The budget will be funded by a 
combination of levies and case fees. 
As originally proposed, the overall levy 
for the ‘compulsory jurisdiction’ has 
been set at £23 million. The levies 
for the ‘consumer credit jurisdiction’ 
and the ‘voluntary jurisdiction’ have 
been set at a combined £1.8 million. 

Source: FOS, 21 March 2013

The FSA has published consultation 
paper (CP13/8) entitled ‘Publishing 
information about enforcement 
warning notices’. It sets out the FSA’s 
proposals on the FCA’s use of the 
new power under section 391(10)
(c) of the Financial Services and 
Markets Act. The consultation closes 
on 18 June 2013. 

Source: FSA, March 2013

FOS publishing 
Ombudsman 
decisions

FOS 2013-2014  
budget approved 

FSA – FCA 
enforcement

Team building...

OFT swoops to close payday lender 
Payday lender MCO Capital Limited has had its consumer credit licence 
revoked by the Office of Fair Trading (OFT) and is no longer permitted to 
make loans to UK consumers.

It follows the recent OFT payday lending review report, which uncovered 
evidence of widespread unfair business practices in the sector. In August 
2012, the OFT found that MCO had failed to put in place adequate 
identity checks for loan applicants. It is thought that this failure led to MCO 
being targeted by fraudsters who used the personal details of over 7,000 
individuals to apply successfully for loans totalling millions of pounds. The 
OFT also found that MCO had engaged in unfair business practices by 
writing to people who it was aware may not have taken out loans, asking 
unequivocally for repayment. MCO ignored OFT requests to stop this 
practice. Additionally, the OFT found that MCO lacked the necessary skills, 
knowledge and experience to run a consumer credit business.

MCO appealed the OFT’s decision, but with effect from on 19 March 
2013 withdrew its appeal. MCO is continuing to appeal the OFT’s decision 
to impose a financial penalty of £544,505 for breaches of the Money 
Laundering Regulations 2007.

High cost credit report 
by Bristol University:
The Governments Response
In 2011, the Government commissioned a report from the 
University of Bristol on the impact of a cap on the total cost of 
credit in the higher cost credit markets in the UK. The recently 
published report considered three short term credit markets: 
• payday lending (both retail and online)
• home credit
• pawnbroking. 

The Government response to the report sets out how the FCA 
will play a key role in tackling their concerns with the high cost 
credit sector - and can be found at: www.bis.gov.uk 

New appointments for governance 
of Financial Conduct Authority
Three new Chairmen have been appointed to the independent Panels 
which lead the process for constructive challenge of the Financial 
Conduct Authority’s (FCA’s) policies and practices from the point of view 
of regulated firms. The appointments are as follows:

FCA Practitioner Panel Chairman 
Graham Beale, Chief Executive of Nationwide Building Society

FCA Smaller Business Practitioner Panel Chairman 
Andrew Turberville Smith, Finance Director and Chief Operating Officer 
of Weatherbys Bank 

FCA Markets Practitioner Panel Chairman 
Paul Swann, President and Managing Director, ICE Clear Europe

All three Practitioner Panels will have an important statutory role in 
providing input and challenge at an early stage to policy developments 
for the FCA.

OFT appoints chief economist
The OFT has announced the appointment of Chris Walters as Chief 
Economist, succeeding Amelia Fletcher who will leave shortly to take 
up a new position. Chris, who has been appointed on temporary 
promotion, started his new role in April and will report to Chief Executive 
Clive Maxwell. He will head the Office of the Chief Economist, which 
delivers the OFT’s economic policy, research, thought leadership and 
evaluation, and supports its enforcement and markets work. In addition 
he will be Head of Profession for all economists working in the OFT.

Use of controversial charging order 
enforcement method to increase
HM Revenue & Customs (HMRC) will increase its use of the 
controversial enforcement method of charging orders to recover 
unpaid tax, the chancellor has revealed. Charging orders are granted 
by a court and allow creditors to secure outstanding unsecured 
debts against a debtor’s property or assets. They can be an effective 
enforcement method against unpaid debt but also a controversial one.

HMRC will update its telephone system to allow tax debts to be repaid 
via an automated process. It will pilot new data to better understand 
the motivations of individuals engaging in tax avoidance. 

Meanwhile, the Government will consult on reforming HMRC’s ability to 
collect debts via a tax debtor’s tax code, which is known as ‘coding out’. 
The current limit which HMRC can recover using a debtor’s tax code 
is £3,000 per year. But this will be replaced with a graduated scale 
introducing higher limits for those with higher earnings – or increase 
the limit to £17,000 for those earning £90,000 or more. HMRC’s IT 
systems will also be upgraded to allow debts to be split across years 
for ‘coding out’.

The OFT has published guidance which sets 
out how and when it can use its new power 
to suspend consumer credit licences. Under 
the Financial Services Act 2012, the OFT 
can only use the new power where there is 
an urgent need to protect consumers from 
harm. The guidance establishes that in the 
most serious cases, which include those where 
there is evidence of physical harm, the OFT will 
suspend a licence with immediate effect. In 
other circumstances, businesses will be given an 
opportunity to make its case to an adjudicator 
before the suspension takes effect.

The power significantly strengthens the OFT’s 
ability to protect consumers, allowing it to 
quickly put a stop to the licensable activities 
of businesses that otherwise would be able 
to operate until the end of an often lengthy 
appeals process. The OFT will use the power 
where there is evidence that the business has 
engaged in practices that cause, or have the 
potential to cause, physical, economic or other 
harm to consumers. These practices may involve 
violence, fraud or other forms of dishonesty, or 
the targeting vulnerable consumers with  
harmful practices.

OFT Payday Lending 
Report Published
Common sense... FSA confirms new rules

OFT’s annual plan published
Maximising its impact for consumers and 
economic growth, while paving the way for new 
regimes, are central priorities in the OFT’s Annual 
Plan, published in March.
The next twelve months will mark the OFT’s final 
year after four decades of protecting consumers 
and driving competition. The OFT will focus on 
three key objectives:
• maximising impact, through enforcement, 

market studies and influencing behaviour in 
markets

• supporting transition to the Competition and 
Markets Authority (CMA) and Financial Conduct 
Authority (FCA)

• developing staff and advancing performance, 
underpinning the OFT’s commitment to be in the 
best shape possible ahead of transition.

Particular priority will be given to five cross-cutting 
themes:
• protecting vulnerable consumers
• acting where pricing is used as a barrier to fair 

choice
• taking action in rapidly evolving, high-innovation 

markets where there is risk to consumers
• helping make public services markets work well
• working more closely with regulators.

All change at HMRC

REGs

OFT publishes guidance on the 
power to suspend credit licences

The OFT is giving the leading 50 payday lenders, 
accounting for 90% of the payday market, 12 
weeks to change their business practices or risk 
losing their licences, after it uncovered evidence 
of widespread irresponsible lending and failure to 
comply with the standards required of them. They 
have also said that, subject to consultation, they 
propose to refer the payday lending market to the 
Competition Commission after they found evidence 
of deep rooted problems in how lenders compete 
with each other.
The action was announced in the final report on 
the OFT’s compliance review of the £2 billion 
payday lending sector. The review found evidence 

of problems throughout the lifecycle of payday 
loans, from advertising to debt collection, and 
across the sector, including by leading lenders that 
are members of established trade associations. 
Particular areas of non-compliance included:
• lenders failing to conduct adequate assessments 

of affordability before lending or before rolling 
over loans

• failing to explain adequately how payments will 
be collected

• using aggressive debt collection practices
• not treating borrowers in financial difficulty with 

forbearance.



Legal Eagles

Joanne Davis
Partner in Asset & Consumer Finance, DWF LLP

You are correct, there have been changes to 
the powers of the OFT. As of the 19 February 
2013, the Financial Services Act 2012 has 
provided the OFT with a new power to suspend 
consumer credit licences with immediate effect, 
or from a date that it specifies. This is applicable 
where it is believed there is an urgent necessity 
to protect consumers from an imminent risk, 
and a full suspension of all consumer credit 
activities by the company is the necessary and 
proportionate tool to use.

The new measure does not set out which forms 
of harm are relevant, but in the OFT’s view the 
relevant forms are any which cause, or could 
cause, physical, economic, or other harm that 
consumers should be protected from. What’s 
more, there must be evidence that this risk 
is current or foreseeable, and there must be 

urgent necessity to protect the interests of 
consumers due to the imminent risk.

The new power is commonly referred to as the 
’suspension test’ and will work alongside the 
‘fitness test’ outlined ins.25 of the Consumer 
Credit Act 1974, to allow the OFT to place 
an immediate suspension on the activities of 
a business causing concern. The suspension 
is limited to one year from the Notice of 
Suspension unless the OFT subsequently serves 
a ‘Minded to Revoke the Consumer Credit 
Licence’. In which case the suspension lasts until 
the OFT decides not to continue the revocation 
or goes ahead with a permanent determination 
to revoke. Prior to the introduction of the 
‘suspension test’, businesses causing concern 
were able to continue to operate until the end 
of an often lengthy appeals process.

Proportionality will be key, when this power is 
applied. The OFT will have to assess whether 
the harm arises from an isolated practice or in 
an isolated part of the business, or if it is of such 
magnitude or is indicative of wider concerns 
with the business, that the risk of it outweighs 
any ‘mitigation’. That said, the OFT has stated 
that suspension of a consumer credit licence 
is a serious step that it would only take where 
necessary and appropriate. It will decide on 
the appropriate enforcement mechanismin 
the light of the facts and circumstances of the 
individual case, particularly the risk of detriment 
to consumers. 

The OFT has released a guidance document 
(OFT1480) which may assist you further is 
assessing the effect of the OFT power on  
your business.

Question: I understand that there have been some changes to the powers of  
the OFT in relation to consumer credit licences. How will this affect my business?

Answer:

A case in 
question

News in a Nutshell

REGs

The Financial Services Authority (FSA) has 
confirmed its approach to temporary product 
intervention. This sets out the process 
for the Financial Conduct Authority (FCA) 
when it makes emergency rules to protect 
consumers. 

Temporary product intervention rules 
(TPIRs) are rules made before consultation, 
where the FCA identifies a significant risk to 
consumers which requires prompt action. In 
practice, they will allow the FCA to take action 
such as restricting the use of certain product 
features, requiring that a product not be 
promoted to some or all types of customers 
or in the most serious cases, requiring that a 
product not be sold altogether. 

Rules made before consultation would last 
for no longer than twelve months and could 
not be renewed. During this time, the FCA will 
either consult on a permanent remedy or will 
work to resolve the problem another way.

Martin Wheatley, CEO designate of the FCA, 
said: “We know that some in the industry 
are concerned about us using this power 
too hastily. I want to be clear that we know 
proportionate judgement is needed, and that 
is what we will exercise. I do not expect us to 
use this power frequently, but both industry 
and consumers need to be clear that we will 
not hesitate to use these powers where we 
have serious concerns.”

FSA publishes discussion paper  
on transparency

The Financial Services Authority (FSA) 
has published a discussion paper looking 
at how transparency and more effective 
disclosure could improve the accountability 
of the regulator and the financial services 
industry, and help consumers make more 
informed decisions.

The discussion paper suggests ideas, 
which have been produced in consultation 
with trade bodies, consumer groups and 
the independent panels, for more effective 
disclosure of information in the future, 
from both the FCA and from firms.

These ideas have been grouped into three 
areas. These are: information that the FCA 
could release about its own operations, 
information that the FCA could release 
about firms, individuals and markets, and 
information that the FCA could require 
firms to publish. Martin Wheatley, CEO 
designate of the FCA, said: “Transparency 
cannot be an end in itself. We want to 
make sure that disclosure helps customers 
make the right decisions when purchasing 
products and helps the market function 
more efficiently. We are open to hearing 
from all interested parties about their views 
on this paper and their ideas about how the 
FCA and firms could be more transparent.

the discussion paper can be found on the 
FSA website: www.fsa.gov.uk

FSA confirms approach to 
using temporary product 
intervention rules that will 
be used by the FCA

The fog is lifted...

The proposed 
new framework...

One step closer

FSA releases consultation on regulation

FCA business plan and risk outlook published 

The Financial Services Authority (FSA) has published 
its consultation on how it plans to introduce a 
strong and flexible regime to regulate consumer 
credit. The regime is tailored to address the risks 
that face consumers without putting undue 
burdens on firms. The Government announced 
in March that it will transfer responsibility for 
regulating consumer credit from the Office of Fair 
Trading (OFT) to the Financial Conduct Authority 
(FCA) by 1 April 2014. It has also published a 
consultation on the legislative changes needed to 
transfer responsibility to the FCA.
The FSA’s consultation sets out the overall 
approach and framework for the regime that will 
be administered by its successor body the FCA. 
The framework will enable the FCA to deliver better 
outcomes for consumers than the existing regime.
Under the FCA, resources will be focused on high 
risk businesses, identified as payday lenders, 
pawnbrokers, credit reference agencies and debt 
collection. The new regulatory body will also tackle 
problems earlier by having more information 
about firms and proactively supervising higher 

risk companies. The FCA has promised increased 
scrutiny of high risk firms before they are allowed 
to operate in the market and ‘significantly’ more 
scrutiny of the competence of individuals in key 
positions in all companies. Lower risk firms will not 
be required to reach such ‘onerous’ standards and 
will pay lower fees as a consequence.
The FCA will also have the power to require 
firms to reimburse consumers if they have lost 
out due to its actions and it will be able to apply 
enforcement powers, including banning firms and 
individuals, and imposing fines. 
There will be a phased approach to the transfer, 
with an interim period starting in April 2014 and 
moving to full implementation by April 2016. This 
means that from Autumn 2013, existing OFT 
licence holders will be able to apply for interim 
permission so that they can continue to operate 
but they will have to provide limited information 
and pay a one-off fee. Existing OFT licences 
will lapse on 31 March 2014 and FCA interim 
permissions will begin from 1 April 2014. Firms 
will need to be fully authorised by 2016.

The Financial Services Authority (FSA) has published 
the business plan and risk outlook for the Financial 
Conduct Authority (FCA), for 2013/14. The 
FSA was replaced by the FCA and the Prudential 
Regulation Authority (PRA) on 1 April 2013.
The risk outlook sets out the challenging economic 
backdrop as well as outlining how the FCA will 
assess market conditions and identify future risks. 
Many of these are complex and will require several 
years’ focus. 
The business plan sets out how these risks will 
be managed in the first year and how the FCA will 
use its resources effectively to meet its objectives, 
which are:
• to secure an appropriate degree of protection for 

consumers
• to protect and enhance the integrity of the UK 

financial system
• to promote effective competition in the interests 

of consumers.
This analysis has shaped the FCA’s priorities for its 
first year, so that the new regulator uses its powers 
to ensure that consumers are protected, that firms 
meet FCA standards and markets operate with 
integrity, from day one. 
The key areas of focus for the year ahead include:
• a renewed focus on consumers 
• continuing to tackle market abuse 
• ensuring a competitive financial services industry
• continuing to address ongoing misconduct
• carrying forward major policy initiatives

The FCA will take a risk based approach to 
supervision, recognising the diversity of the firms 
and markets that it regulates. The new regulator 
will be much more proactive, acting earlier and 
more decisively than the FSA. This new approach 
will ensure that the focus is on issues that have 
wider, longer term effects on consumers and 
market integrity. The FCA will also continue the 
FSA’s work to use its enforcement powers to take 
action against firms and individuals who abuse the 
system to deter others from doing so. 
Martin Wheatley, CEO designate of the FCA, said: 
”To achieve our aims, we need the cooperation 
of the firms we regulate and the vigilance of their 
customers. A strong, successful financial services 
industry is essential for consumers across the UK, 
and for the economic health of the whole country.”

Recent Decision Provides Relief for Creditors

Default Notices

When challenged to do so, a creditor must be 
able to prove that a credit agreement regulated 
by the Consumer Credit Act (the CCA) has 
been properly terminated. Overwhelmingly 
that requires service of a default notice which 
complies with the legislation. 

Allowing the customer the opportunity to 
continue with the credit facility by remedying 
the breach (usually payment of arrears 
which have built up on the account) remains 
a cornerstone of the CCA. Getting the ‘fine 
print’ right is not made easy by the Consumer 
Credit (Enforcement Default and Termination 
Notices) Regulations 1983 which imposes 
strict requirements on the content and layout of 
default notices. 

In 1998 the Court of Appeal in Woodchester 
Lease Management Services v Swain ruled that 
a default notice which overstated the arrears did 
not comply with the Act. The court emphasised 
the customer ‘needs to know precisely what he 
or she is said to have done wrong and what he 
or she needs to do to put matters right’. Whilst 
a ‘de-minimis’ exception appears to have been 
allowed, the ruling contained an unequivocal 
warning that creditors would not be afforded 

sympathy on the grounds of their ‘ability and 
resources to give information with precision’. 

Creditors will be aware of an increased tendency 
amongst some debt challengers to argue that 
unless the notice quotes the full arrears, it does 
not comply with the Act. The figure for arrears 
on the default notice can be easily checked by 
comparison with the information on statements 
of account, so it is an easy and hence popular 
allegation to make.

No prejudice is caused by understatement of 
the arrears, if the customer pays the figure 
demanded the facility automatically continues 
pursuant to Section 89 of the Act, so in terms 
of protecting the consumer this particular 
‘technical’ argument has little merit. Further, the 
default notice could be generated by a different 
system/process to the one which produces 
the statements of account. Insistence by the 
courts on accurate arrears figure could pose 
unwelcome system challenges for some lenders. 

In rejecting an application for permission to 
appeal (out of time) against a previous award 
of summary judgment , Mr Recorder Male QC 
in HFC Bank Limited v Moody (Central London 

County Court, 07 February 2013) rejected the 
debtor’s argument that a clear understatement 
of arrears rendered the default notice defective 
on the grounds this did not cause any prejudice. 
This is a helpful decision which hopefully means 
creditors will not be penalised for erring on the 
side of caution when uploading data into their 
default notices. It also perhaps represents  
a move away from the  
insistence on absolute 
accuracy in all  
CCA matters. 

 Jeremy Bouchier  
Restons Solicitors
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More protection against aggressive bailiffs

Charging Orders – Orders for Sale 

Santander UK Plc v Mr Keith Harrison and Mrs Susan Harrison

A lending trap?
Stephanie Sanford-Smith 

DWF LLP

This is a topic which attracted attention a 
couple of years ago and brought a Coalition 
commitment to introduce ‘more protection 
against aggressive bailiffs and unreasonable 
charging orders, to ensure that courts have 
the power to insist that repossession is always 
a last resort, and to ban orders for sale on 
unsecured debts of less than £25,000’.

Orders for sale can be used to enforce charging 
orders obtained against the property and 
certain other assets of the judgment debtor. 
Concerns were raised by Citizens’ Advice 
and other groups that orders for sale were 
being obtained for judgment debts of less 
than £1,000 and resulting in the sale of the 
debtor’s property. In the writer’s experience, it 
was unusual for the court to make an order in 
respect of a low value judgment. 

The matter has been reviewed by the Ministry 
of Justice and is now addressed by The 

Charging Orders (Orders for Sale: Financial 
Thresholds) Regulations 2013. With 

effect from 6 April 2013, where a 
charging order has been made for 

securing the payment of money due under 
a judgment or order made for the purpose 
of enforcing payment under a regulated 
agreement, the charge imposed may not be 
enforced by way of an order for sale unless the 
judgment is in excess of £1,000.

Consideration has been given to whether a 
higher threshold should have been imposed  
(as originally suggested) but it was recognised 
that creditors may lose out if they were no 
longer able to recover the value of the judgment 

and a higher threshold might simply result 
in creditors enforcing the judgment through 
bankruptcy proceedings.

The effect of the regulations is that a creditor with 
a charging order for a Consumer Credit Act debt 
would be unable to apply for an order for sale 
unless the judgement debt exceeds the threshold 
figure. Interestingly, the threshold only applies 
to judgments obtained in respect of regulated 
agreements and will not prevent other judgments 
creditors applying for an order for sale, but they 
will need more than a fair share of good luck.

In real terms, the regulations tidy up an issue in 
respect of enforcement at the lower end of the 
scale. For the majority of cases the judgment 
creditor will still need to negotiate the obstacles 
sometimes encountered in respect of jointly 
owned premises, primary residences or those 
with dependent residents. Nonetheless, and 
most importantly, a charging order may still 
offer security for a previously unsecured debt, to 
be paid on the subsequent sale of the property 
(assuming there is equity available) and there is 
no reason not to proceed with an order for sale in 
respect of single owned properties or where the 
charge obtained is in respect of stocks, unit trusts 
or funds in court.

In this case, Santander UK Plc brought a 
claim for the possession of Keith and Susan 
Harrisons’ property on the grounds of mortgage 
arrears. It also looked to recover an amount 
outstanding on a £500,000 loan, which 
had been subject to its standard mortgage 
conditions and secured by way of a first charge 
on the property. After the defendants failed to 
maintain the repayments, Santander offered 
to capitalise the arrears - adding them to the 
outstanding capital balance and increasing the 
monthly repayments. However, the Harrisons 
still failed to make payments in accordance with 
the revised terms, and defended this claim on 
the grounds of capitalisation and securitisation.

Capitalisation
The Harrisons argued that, as a result of the 
capitalisation, the loan agreement became 
regulated under the Consumer Credit Act 
1974 (the Act) and so was unenforceable 
because Santander had failed to comply with 
requirements of the Act. 

Santander argued the capitalisation was merely 
a rescheduling of existing payment obligations, 
so did not constitute the provision of a cash loan. 

The Judge accepted that capitalisation and 
restructuring an existing agreement, without 
making any new funds available, did not 

constitute a cash loan. What’s more, the Judge 
stated that if accommodating the borrower in 
this matter would cause the whole agreement 
to become unenforceable, it represented a trap 
to any lender that agreed to assist borrowers 
experiencing cash flow difficulties, which is not 
the intention of legislation.

Securitisation
It is common for banks and lenders to assign 
their rights under loan agreements to a third 
party pursuant, and in this case, Santander 
acknowledged that it had entered into 
an arrangement of this nature with 
Holmes Trust Ltd. The Harrisons 
therefore argued that if the loan 
agreement was regulated by the 
Act, then Santander no longer 
had title to sue as, under the 
loan agreement, its rights 
had been assigned 
under the agreement. 

The Judge found that the loan agreement was 
not regulated under the Act and, even if it had 
been, the facts of the case meant that the 
title to sue would not make any difference, so 
permission to appeal was refused.

The Judge made a further observation that in 
the case of legal assignment, the debtor is only 
liable to the assignee and that the assignee 
can only enforce the debt if the statutory 
duties have been performed. One of the key 
points therefore highlighted by this case is that 

legal assignment must always be 
performed in accordance with the 
Act to ensure that the agreement is 
enforceable, as any failings will leave 
the lender open to risk.

Members Only

Michael Morris 
Gorvins Solicitors
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Judgment in the case of Gatt v Barclays Bank Plc was handed down by His Honour Judge 
Moloney QC on 14 January. It provides guidance to lenders on the boundaries of their liabilities 
to consumers in relation to the provision of information which may affect credit ratings. 

Increased media coverage has led to a rise in consumer awareness of section 75 (s75) of 
the Consumer Credit Act 1974 and subsequently a surge of s75 claims against lenders. 

A bad education
Leanne Grunnill 

DWF LLP

In April 2008, Bank of Scotland refused to 
provide re-mortgage finance to Mr and Mrs 
Gatt in respect of their multi-million pound 
home. The Bank said its refusal was made 
on the ground that Mr Gatt had a problematic 
credit rating. This was caused by principal credit 
reference agencies, Experian, Equifax and 
Callcredit categorising his Barclays Bank account 
as ‘delinquent’ because he had a credit limit of 
£1,500, but was overdrawn by approximately 
£260,000. 

Mr and Mrs Gatt accepted that their joint 
account was overdrawn to that extent, but 
that their Barclays Relationship Manager had 
authorised this. They therefore argued that 
it was untrue for Barclays to imply to the 
credit agencies that the Gatts had substantial 
unauthorised borrowings. 

The refusal of the re-financing led to the 
collapse of the Gatts’ property development 
business, the loss of their home and the 
bankruptcy of Mr Gatt. 

Mrs Gatt therefore brought the following claims 
in relation to the publication of the information 
to the agencies: 

1. Breach of contract: Mrs Gatt could not 
succeed in a claim for breach of contract in 
respect of the publication of the information 
to the credit agencies since it was ‘true 
information falling within the permitted 
categories for disclosure’. This was because 
Mr Gatt had contractually consented to 
such disclosure under the standard terms 
applicable at the time he became an account 
holder with Barclays. 

2. Negligence: Mrs Gatt argued that Barclays 
had been negligent since it knew she was 
a joint account holder with her husband 
and a co-director of the business which 
largely depended on his credit. Therefore, 
the required attributes of proximity and 
foreseeability of damage were present in 
relation to their provision of credit-rating 
information. 

The judge stated that he would have ‘no great 
difficulty’ in finding that the Bank owed a duty 
to the customer who was the subject of the 
reference. 

However, he struggled to find that this duty 
applied to a subject’s spouse. 

3. Defamation: Mrs Gatt sought to argue that 
Barclays had defamed her. 

However, the Judge stated that the passing 
on of the information by Barclays into the 
agencies’ pool, and its onward transmission 
by them to their subscribers, clearly took 
place on occasions of qualified privilege. This 
is a common law defence which applies to 
‘communications between people who share a 
legitimate common and corresponding interest 
in the subject matter of the communications, 
provided that it is in the public interest for such 
a privilege to be recognised’. 

This decision provides some useful guidance for 
lenders in relation to disclosure of information 
to credit ratings agencies. As long as customers 
have contractually consented to disclosure 
and the information provided is true and not 
misleading. Good news for those involved in the 
lending industry.

However, awareness does not equate to 
understanding, and as a result many credit 
card companies are receiving high numbers 
of unsubstantiated s75 claims. This is a 
look at the rules behind the protection, and 
what companies can do to ensure that they 
are providing their customers with clear and 
sufficient information about their rights.

What is s75?
When consumers use credit to purchase 
goods or services worth between £100 and 
£30,000, s75 offers them protection against 
misrepresentation or breach of contract by the 
supplier, provided there is no break in the chain 
between the consumer, lender and supplier. 
This protection makes the credit card company 
equally culpable for losses to the consumer 
where the supplier breaches the terms of the 
agreement or misrepresents the facts.

Why was it introduced? 
The provision was introduced to make it 
easier for consumers to recover their losses 
and prevent them from paying for a credit 
agreement where they haven’t received the 
goods or services from a supplier or have not 
received the goods in the condition which they 
expected to receive them. 

What should credit providers be aware of?

The industry has already seen a rise in claims as 
awareness of s75 protection increases. Credit 
issuers are spending increasing lengths of time 
dealing with unsubstantiated claims, where 
there is no evidence of a breach of contract or 
misrepresentation, or where the consumer has 
fundamentally misunderstood the complex 
rules surrounding the protection, sometimes 
believing that mere dissatisfaction is sufficient 
for a claim.

It is important to remember that not every 
purchase on a credit card is protected by s75, 
only those which have a cash value of between 
£100 and £30,000. This can be confusing 
for consumers, particularly where they are 

paying a deposit for goods or services, with the 
intention of paying the remaining amount at a 
later date. For example, where a deposit of £99 
is paid for goods or services worth between 
£100-£30,000, s75 protection will be valid, 
however if a deposit of £100-£30,000 is paid 
for goods or services worth over £30,000 the 
consumer will not be afforded s75 protection. 

How can credit providers combat 
unsubstantiated claims?
In order to reduce the time spent on investigating 
unsubstantiated claims, credit issuers need to 
ensure they are up to speed with their duties 
under s75. In addition, dealing with these issues 
as quickly as possible will also save time by 
preventing complaints from escalating.

Fiona Hayles 
SGH Martineau

Information disclosure...



Southern Finance  
drives to further success 
with Oyster Bay

Santander Cards have successfully integrated Callcredit Information 
Group’s Over Indebtedness Score into their current risk strategy to 
improve their understanding of existing customer indebtedness and 
their ability to repay balances.

The Over Indebtedness Score (OI) offers a quick, convenient and cost 
effective way to assess how both new and existing customers are 
managing their finances by validating an individual’s income against the 
utilisation of available credit, which in turn provides an assessment of their 
ability to repay their outstanding debt.

The use of the OI Score supports the demonstration of compliance with 
affordability regulations such as the OFT’s Irresponsible Lending Guidelines 
and the Consumer Credit Directive for existing customer management.

Nigel Sparrow, Unsecured Credit Director at Santander said “The work 
we’ve been able to undertake with Callcredit has enhanced understanding 
of our existing Santander customer portfolios with an increased insight 
into customer affordability and indebtedness. The results of retrospective 
analysis across retail product portfolios has been uniformly positive, 
enabling enhanced credit management strategies to be developed in 
line with our desired portfolio management objectives and to ensure 
appropriate customer outcomes”.

Leading online takeaway service JUST EAT is set to benefit from 
customer insight and retail location planning tools from Callcredit 
Information Group to support its growth in the UK and abroad.

JUST EAT, which allows customers to order takeaway meals online 
from more than 14,000 UK partner restaurants, has signed up to use 
Callcredit’s CAMEO and Microvision systems to carry out customer analysis 
and sales planning.

By gaining greater insight into the profiles and preferences of the over 
4 million customers using the service, JUST EAT will be able to expand 
its customer base and partner restaurants in the right areas in order to 
increase market penetration. 

Paul Cook, Head of Global Insight at JUST EAT, said: “As a rapidly 
expanding business, it is vital we have access to high quality and in depth 
insight into our marketplace. A huge amount of transactional data is 
captured during the online ordering process, and by enriching that with 
Callcredit’s insight and location planning tools, we can gain  
a depth of knowledge that will support our growth 
and ultimately benefit both our customers through 
expansion of local choice, and our partner  
restaurants through increased revenues.” 

These include compliance and risk issues, constantly having to adapt to 
a changing regulatory framework budget and cost pressures, achieving 
more with less. Increasingly, companies are recognising that addressing 
such forces in isolation adds further layers of complexity and increases 
the potential for greater inefficiencies and additional risks. As a result, they 
are looking for an to address these forces whilst having the opportunity to 
transform their business using a complete end-to-end solution. 

Southern Finance was founded in 1957 and today, thrives on its excellent 
reputation established over the years in providing finance facilities primarily 
for the purchase of private motor vehicles. The operation has established 
an office premises in Bolton to aid the organisations geographic expansion. 

As part of its strategic ambitions, Southern Finance identified that further 
business success necessitated an overhaul of its systems and after careful 

consideration and evaluation of market offerings, selected Oyster Bay 
Systems and the Vienna product to meet its specific requirements. After 
a clean and successful implementation, Carl said: “Vienna is enabling us 
to react flexibly to the needs of a dynamic market. We were looking for 
a solution that delivers real results, one that incorporates a number of 
elements to help make our business smarter, more streamlined, more 
cost effective and more proficient, whilst enabling us to be adaptive and 
reactive to change efficiently and speedily.

Southern Finance is looking to the future with optimism as Carl reflects on 
the partnership with Oyster Bay. “When dealing with IT people, it makes a 
difference if they know the business sector in which you operate and share 
your business philosophies. We are very pleased with our choice and are 
accruing real business benefits.”

Santander use Callcredit’s Over Indebtedness 
Score to improve risk strategy

Callcredit delivers retail and 
customer insight to JUST EAT

Members Only

John Harman 
Oyster Bay Systems

Carl Virgo 
Managing Director

Finance companies face multiple industry and 
internal forces surrounding contract management

Callcredit-Marketing Solutions Ad-Affordability-210x297-AW(P).indd   1 18/4/12   11:50:43
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The first is a new short term lender, Welcom 
Software will be implementing a SAAS 
loan solution managed by Financier and an 
associated web loan application front-end 
with a ‘my account’ portal and back office 
integrations. 
The second is a guarantor loan provider. 
Welcom is extremely excited to get underway 
with this full end-to-end project which 
includes designing and developing their brand 
new mobile optimised site, enabling the full 
browsing and application experience across 
all devices. The new website will include a ‘my 

account’ area accessible by clients, both the 
applicant and their guarantor. Intermediaries 
and brokers can also access through a portal 
and status track applications. Welcom’s 
award winning, fully scalable SAAS Financier 
software solution will be managing their 
guarantor lending. 
The company has noted seeing a substantial 
shift in the market with lenders and customers 
moving towards security attached loans 
such as guarantors. Financier includes, as 
standard, the ability to accommodate 2 to 6 
month term loads and guarantor loan product 

definitions, which has seen a significant 
increase in demand in recent months. 
Welcom also has a strong focus on mobile 
activity and is ensuring their clients have full 
reach of their customers across all devices, 
either through the design and development 
of a separate mobile site or developing one 
mobile optimised site. 
Welcom’s Financier is an industry leading 
scalable software solution that enables 
clients to rapidly deploy new products to 
market, ensuring they are fully compliant with 
continuous legislative enhancements.

With lead generators responsible for a large 
number of the leads utilized by payday lenders, 
perhaps little has been done, either by the 
lenders or the lead generators themselves, 
to prevent the supply of fraudulent loan 
applications. A quick look at the top 50 results 
in Google for the search term ‘payday loans’ 
highlights the huge extent of the problem, with 
only about half a dozen of the sites actually 
holding a valid Consumer Credit Licence. 

Generating leads through an un-licenced site 
is not necessarily an indication of fraud, the 
applicant may not even realize that the site is 
un-licenced. However, if lead generators are 
prepared to take leads from sites that are not 
licenced, fraudulent applications could easily 
filter through.The OFT in their Final Report on 
the Compliance Review into Payday Lending 
published on March 6th 2013, stated that 
they are receiving a growing number of 
complaints about problems caused by identity 
fraud in relation to payday loans.Reputable 
companies will take on leads only from sources 
that can demonstrate a valid consumer credit 
licence, and for this reason Inter Financial are 
partnering with Iovation to try to prevent as 
many fraudulent applications reaching the 
lenders as possible.

Lending money on a short term unsecured 
basis is probably one of the riskiest types of 
loan you can make. As the Payday Loans space 
has expanded rapidly over the last five years, 
so has its exposure to fraud.While the risk that 
a borrower will default on a loan, is remarkably 
high in this industry, fraud risk exposure has 
been a growing concern since payday lenders 

moved online. Due to the anonymity involved, 
identity thieves have been targeting the sector 
since they adopted web generated leads as a 
major customer acquisition channel. The type 
of attacks aimed at lenders has achieved new 
levels of ingenuity. Just as lenders are leveraging 
internet technology to automate the application 
process, so have fraudsters. Fraud has become 
organized, and fraud rings can now routinely 
include whole teams of people in multiple 
locations with multiple devices submitting 
loan applications to a lenders website. Once a 
vulnerability has been detected, the information 
is quickly passed around, even to the extent 
of creating computer scripts that enable 
automated applications, using reams of stolen 
or synthetic identities.

Mobile devices have further complicated the 
issue, since many online lenders’ counter 
fraud tactics have largely focused upon the 
geolocation of an applicant’s Internet Protocol 
(IP) address, to stop submissions from risky 
locales. While this may work when tracking PCs’, 
tablets and smartphones can help fraudsters to 
effectively hide their locations. 

The Iovation Fraud Screening process works 
by using device identification and reputation. 
By understanding the unique identity of the 
device that is involved in an online interaction, 
and also understanding the commonalities 
between the interactions themselves, a matrix 
of associations can be revealed that would 
otherwise remain hidden to analysis. If a device 
has a previous history of involvement in fraud, 
an immediate decision can be taken based 
upon that information and the lead rejected. 

Iovation maintains a unique shared database 
that is at the core of its service and is accessible 
to customers of Iovation’s device reputation 
service. The database exposes fraud and abuse 
that is shared between customers across a 
wide range of industries.

Another valuable asset of the service is being 
able to track the velocity of web interactions 
on a website coming from unique and related 
devices and decline loan applications from 
potential borrowers using multiple identities. 
Whilst lenders can implement fraud screening 
on the leads that they generate themselves, 
it is not so feasible to screen for fraud on 
leads provided by lead generators. No system 
is 100% successful, but using Iovation 
means that Inter Financial can screen a lead 
prior to submitting it to a lender, the lender is 
assured that a reduced number of fraudulent 
applications will be passed through.

Inter Financial would like to help any CCTA 
members who have tried to take advantage 
of Iovation, but because the service is volume 
related, have not been able to. They are 
licenced to resell the service and act as an 
umbrella to lenders who do not generate 
enough leads in house.

For more information on any of the topics 
in this article, please contact Inter Financial 
www.inter-financial.co.uk 
or 01909 490409

Sorting the wheat 
from the chafe

CCTA member Welcom Software announces the 
appointment of two new Financier clients in just thirty days

Payday Leads – Beating the Fraudsters!
Inter Financial Limited, an online lead generator since 2004, has recently announced 
that it is to introduce fraud screening using the Iovation Fraud Prevention Service

Peter Richmond  
Business Development Manager

Stuart Pike  
Inter Financial, Director

“A quick look at the top 50 results in Google for the search 
term ‘payday loans’ highlights the huge extent of the problem, 
with only about half a dozen of the sites actually holding a 
valid Consumer Credit Licence.”
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Switched on companies are looking to embrace 
not merely automated but ‘pre-emptive’ 
approaches to managing customer debt, says 
Mark Oppermann, development director at 
VoiceSage.

The need to create seamless multi-channel 
customer service experiences has never been 
stronger. Consumers switch between fixed 
line voice calls, mobile, SMS, email, web forms, 
live chat and social media to engage with 
companies. If businesses are not being proactive 
in their approach to contacting defaulting 
customers and managing customer interactions 
throughout the collections cycle in an integrated 
way, they have to work twice as hard, incur 
more costs, and risk escalating the issue with a 
poorly fragmented customer experience.

Customers who have every intention of making 
good on their credit are less likely to do so when 
kept endlessly on hold or when faced with a 
48-hour delay for an email response.

Given a relentlessly competitive market, 
a situation compounded by the sluggish 
economy, which means little or no resource to 
tackle these issues, what can be done? Build 
vast collection departments that may never pay 
their own way?

The answer is to be more pre-emptive in 
anticipating customers’ debt and payment 
queries, being easily accessible with an 
answer or giving a subtle prompt before the 
question has even been formulated. Getting 
timely, relevant, personalised information to 
a customer, 99 times out of 100, results 
in the settlement of their account on time 
which dramatically reduces the burden on the 
collections function.

Technology to resolve these issues is affordable 
and highly accessible. Hosted, cloud based,  
‘pay as you go’ customer contact service 
options, which have mobile technology at 
their core, businesses can now send timely, 
personalised information to a customer in 
default in a pre-emptive manner.

Using proactive contact methods such as 
voice messaging, SMS text messaging, e-mail 
and chat, businesses can now engage with 
customers via their preferred medium and 
deliver the right message, to the right person, 
at the right time that is guaranteed to deliver 
the right result, increasing collections, slashing 
overheads and ensuring customers have a 
positive experience with a somewhat  
sensitive issue.

Add some customer intelligence, and actions 
can be increasingly honed. For example, 
Freemans Grattan Holdings has slashed 
missed customer payments by an average of 
25% using just such an approach. In practical 
terms, we’re talking subtle nudges by text or 
automated interactive voice message carefully 
timed to occur on day 21 (of its 20 day credit 
terms) this can make all the difference in getting 
payments in, before the interest free cut off 
point of day 28. The flexibility of the technology 
allows the company to alternate between 
SMS text messages and pre-recorded voice 
messages. Younger customers tend to engage 
better via SMS versus older clientele that prefer 
voice and landline interactions.

Whichever channels work, the important thing 
is that they are managed via a single central 
solution, which has total visibility across all of 
the different media.

At a time when consumers have never been 
so demanding nor resources or profits more 
stretched, flexible, automated and pre-emptive 
debt collection has to be the way to go.

www.voicesage.com

Compliance with the voluntary industry Lending 
Code is one of the main challenges that debt 
collection agencies (DCAs) face. The Code, which 
sets standards for financial institutions to follow 
when dealing with loans and credit aimed at 
personal and small business customers, often 
appears vague and subjective and DCAs struggle 
to follow its recommendations. 

A group of ten Chief Operating Officers, Chief 
Executives, Directors and Heads of Compliance 
felt that the Code could be re-drafted more 
tightly to detail exactly what outcomes DCAs 
should be aiming to achieve and to give practical 
examples to demonstrate these outcomes. 

One Head of Compliance commented: “I don’t 
think that you could ever say that you are totally 
on top of it. If you got to that stage, there will 
always be something around the corner. I think 
that we would all find a speed reading course 
useful at the moment because the number  
of things that cross our desks that you have  
to know and understand is becoming ever  
more significant. 

Another Head of Legal agreed: “We have the 
same problem, in interpreting the rules and 
working with a number of companies each of 
which interprets them in different ways. We’ve 
found that we need to get groups together to try 
and understand things and implement solutions.

“We’ve also tried to have some direct 
conversations with the regulators to get some 
arbitration,the interpretation of the Code is a 
major issue. When you buy debt from many 
different banks, they each have their own 
interpretation of it. For example, if you have 
problems with several departments interpreting 
things differently, then you could try to go to the 
regulator, but they won’t talk to you if you’re not 
a Code signatory.”

The Lending Code is frequently used by debt 
counselling services when negotiating with 
DCAs on behalf of their clients or by debtors 
themselves who want to make a complaint 
about harassment or inappropriate behaviour.

As well as issues with the Lending Code, the 
panellists also highlighted two other key trends:

• the debt collection industry as a whole needs 
to be a lot better at educating consumers 
about how the industry works, so that it can 
directly help those who are most vulnerable. 
Consumers are often given misleading 
information by consumer forums or other 
third parties which may in the long run make 
things more difficult for them. However, 
the perception of DCAs as ‘the bad guy’ is a 
difficult one to overcome and will need a lot 
of work

• Debt Collection Agencies need to operate a 
strict adherence to self-regulation and fair 
outcomes or they simply won’t last very long 
in the industry. DCAs which routinely flout the 
rules and do not act responsibly will come to 
the attention of the regulators and have their 
licences to operate revoked. 

Elliot Howard, Director of Software Solutions for 
Sopra Group UK commented: “Compliance is 
still clearly a huge concern for DCAs as heavier 
and continually evolving oversight has placed a 
significant and increasing burden on the industry.” 

Breaking  
the code...

A gentle 
reminder...

Pre-Emptive Customer Contact 
The Next Frontier in Successful Debtor Management

“Compliance with the Lending Code is our main challenge” 
say Debt Collection Agency Chiefs

Mark Oppermann 
VoiceSage, Development Director

Elliot Howard 
Sopra Group UK, Director of Software Solutions

Consumers who pay for advice on managing their debts will now be 
protected by a new Debt Management Plan (DMP) Protocol, launched by 
Consumer Affairs Minister Jo Swinson in February.
Under the Protocol, agreed with providers and creditors, consumers will not 
be charged any fees before signing a contract with a Protocol compliant 
debt management company. Providers have agreed to spread the recovery 
of their set up fees, over at least the first six months, making plans more 
affordable and sustainable. Companies that sign up to the Protocol will 
be expected to provide clients with information about other appropriate 

debt management options including the availability of free debt advice by 
providers. 
Consumer Affairs Minister Jo Swinson said: “This Protocol comes in the 
wake of the refusal by the Office of Fair Trading (OFT) to renew the credit 
licences of two debt management companies and the refusal of the 
application of a new business. The Government is determined to drive up 
standards in this industry and ensure that people seeking paid for advice 
are not disadvantaged by debt management companies that do not offer 
value for money.” 

The reforms under the Tribunals, Courts and Enforcement Act 2007 
will also ban landlords from using bailiffs to seize property for residential 
rent arrears without going to court. The announcement ends a six year 
wait for bailiffs to learn about a complete overhaul of processes and 
regulations. The MoJ confirmed that it will change the law to ban the 
use of force against debtors and stop bailiffs entering homes when only 
children are present. Bailiffs will also be banned from visiting debtors at 
night and will only be allowed to enter a property between 6am and 9pm. 
The Government also plans to introduce mandatory training and a new 
certification process for bailiffs, and will ensure that vulnerable people get 
assistance and advice.

Helen Grant, Justice Minister, said: “For too long bailiffs have gone 
unregulated, allowing a small minority to give the industry a bad name. 
Too many people in debt have had the additional stress of dealing with 
aggressive bailiffs who often charge extortionate fees. These new laws 
will clean up the industry and ensure bailiffs play by the rules or face being 
prevented from practising.”
Grant promised that the reforms will make sure that businesses and 
public bodies can collect their debts fairly.

Following the protocol... MoJ announces reforms to “clean up” bailiff industry... 
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BOOK EARLY!
By popular demand 
you can now choose 
your position in the 
Great Room.
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Credit Today Awards Overall Sponsor

 � 14 years in the making 
�    30 sponsors involved 
�    133 finalists up for a gong 
�    300 entry forms downloaded
�    1,500 guests in the room
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Debt & Mental Health Evidence
Version 3 – a new form

Colin Trend 
Homemaker Southwest

Chris Fitch 
Royal College of  Psychiatrists

Anthony Sharp 
Chair of MALG 

Understandably creditors need evidence of mental 
health conditions and so the industry has provided 
the tool to obtain that evidence. 

On 28th November last year the third version of the 
Debt & Mental Health Evidence Form was launched. 
The Debt & Mental Health Evidence Form (DMHEF) 
is an important evidence tool. It was developed 
primarily as a direct result of Guidelines 12 & 13 of 
the MALG Good Practice Awareness Guidelines for 
Consumers with Mental Health Problems and Debt. 
Also in response to reports from creditor and advice 
organisations that they were experiencing difficulty 
in collecting relevant and high quality medical 
evidence from health or social care professionals, 
which could help their organisation make better 
and fairer decisions on what action to take when 
an individual reported that a mental health problem 
was affecting their ability to manage their money, 
and which could potentially have wider benefits 
for the individual concerned in terms of helping to 
address both their financial and health difficulties

The DMHEF is acknowledged in four, Office of Fair 
Trading Guidances: the Lending Code, The FLA 
Code and the CSA/DBSG Code of Practice. It is a well 
respected and easy to use evidence document now 
available to creditors as well as advisers. It is hoped 
that the new Form will appeal more to everyone, 
and that it will become the accepted standard 
evidence form for individuals experiencing mental 
health difficulties and unmanageable debt. 

When should it be used?

• when an individual reports a mental health 
problem to a creditor or adviser

• when the individual says that the mental health 
problem has impacted on their ability to manage 
their money

• when creditor staff or a debt adviser, fee or free, 
have spoken with the individual to establish 
how their ability to manage money has been 
impacted but where despite this conversation, 
unanswered questions, concerns or doubts 
remain, or the individual’s situation is complex 
and needs further explanation. Additional 
information is therefore needed from a health or 
social care professional who knows the individual 
in order to help decide what action creditors 
should take and where the individual has given 
their explicit consent for a health or social care 
professional to provide this information

The DMHEF should not be automatically or 
routinely used with every individual who reports a 
mental health problem. This could be unnecessary, 
counter productive and costly.

Version 3

Version 3 of the Debt & Mental Health Evidence 
Form differs considerably from previous editions 
and has been simplified.

Following specific lobbying from both the creditor 
and adviser sectors we have developed the Form 
and its accompanying Consent Forms to ensure 
that it is able to be initiated and used by creditors, 
advisers offering case work advice, and advisers 
offering assisted self help.

There are three Consent Forms, one for creditors, 
one for advisers (case work) and one for advisers 
offering assisted self help. It is the individual 
reporting the mental health problem that must 
give their explicit consent for a health or social 
care professional to complete a DMHEF about 
them. Unless they receive a signed Consent Form, 
the health or social care professional should not 
complete the DMHEF.

The questions on the DMHEF itself have slightly 
changed and are more focused and helpful. 

They have been approved by The Information 
Commissioner’s Office from a Data Protection point 
of view and also received the Crystal Mark from 
the Plain English Campaign. A MALG Briefing Note 
3 was issued at the time of the launch to assist all 
users of the Form to better understand the detail.

Three Guidances have also been issued, one for 
creditors, one for advisers (case work) and one for 
advisers helping individuals involved in assisted 
self help. All documents that make up The DMHEF 
Version 3 are accessible from two websites:

The Royal College of Psychiatrists 
www.rcpsych.ac.uk/debt 

The Money Advice Liaison Group 
www.malg.org.uk/debtmentalhealth

For the sake of all players, creditors, advisers and 
the individual debtors, this Form will prove of 
considerable use in assisting with engagement and 
ensuring that creditors are able to make constructive 
decisions, based on robust evidence, about the 
outstanding debts owed by this section of the 
community. This Form will not ensure that creditors 
will write off of their clients’ debts, however it should 
enable appropriate decisions to be made. 

Within our industry the importance of evidence to prove 
facts appears to becoming more and more important. 
Even in the area of mental health fraud exists and we 
need to be vigilant. One of the drivers for The Debt & 
Mental Health Evidence Form (DMHEF) was precisely that.

Feature
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Wednesday 6 November 
Dedicated Payday Lending Conference
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Nottingham Belfry Hotel 
NG8 6PY www.qhotels.co.uk 

Name

Joanne Davis

Company

DWF LLP

Job Title

Partner In Asset & Consumer Finance

CCTA Council Member

To appear 
on this page  
please contact:
anne.threapleton@ccta.co.uk

What’s your most treasured 
possession?
My cottage in the Cotswolds

What bores you?
Uninteresting people

What do you know how to fix?
Friends love lives

Stranded on a desert island, which five 
‘luxuries’ would make life bearable?
Music, a pet monkey, a modest sized villa, a 
bubble bath and a man friday

Given the choice, would you prefer to 
skydive or pothole?
Skydive

What would you have for your final 
meal?
Crispy aromatic duck

Which bad habit/s in others annoy you?
Laziness and people who steal your ideas 

Are you mostly a tidy or messy person?
Tidy

Happiness is?
Love and friendship

Name one regret you have?
I don’t believe in regrets - life is a lesson for 
the learning.

Name one thing you miss about being 
a child
Endless summers

Name one thing you love about being 
an adult
Freedom to choose

What is your favourite thing to do on  
a Sunday afternoon?
A Sunday roast and a country walk

Where have you never been on holiday 
that you intend to go?
New Zealand 

What makes you laugh out loud? 
My friends

What is your favourite season, and 
why?
Autumn because of its colourful beauty

How do you keep fit?
Not very well

What is your favourite sound?
Children’s laughter

What is your favourite smell
Freshly baked bread

What quote or saying sticks in  
your head?
Good things come to those who wait... 
greater things come to those that get 
off their ass and do anything to make it 
happen...

What is the last thing you made with 
your own hands?
A golden dragon made out of Lego for my 
nephew

What songs do you know all the lyrics 
to by heart?
One love, Bob Marley

Q&A
One Minute Interview

CCTA Getting to know us...

Queensbridge Vehicle Contracts Ltd
Welcome Financial Services Ltd
General Direct Ltd
John & Helen Byrne t/a Moneylender
Cash Converters UK Ltd
Stagemount Ltd t/a Quid Market
Osborne Energy Ltd
Close Brothers Ltd
Meritforce Ltd
Pinnacle Home Loans Ltd

Monkey Dosh Ltd
Dove Finance & Leasing Ltd
DirectMoney (Loans) Ltd
Billing Aquadrome Ltd
First Funding Ltd
Hill Dickinson LLP
Inventive Finance Ltd
S.P. & K.B. Chaddah
Ricall Finance
Restons Solicitors Ltd

CCTA would like to officially welcome the  
following new members to the association 
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Powerful People in UK FinanceCCTA Briefing Days
Motor Finance Magazine has voted 
Graham Haxton-Bernard, CCTAs Head of 
Legal Compliance and Regulatory Policy, 
number 23 in the top 50 most powerful 
people in the car finance industry.

In the autumn edition, the magazine 
readership, were asked to name the top 
10 individuals who could affect change 
for good or ill, in the industry. 

Those who voted for Graham feel he is 
‘an invaluable source of information’, and 
a ‘key player in shaping finance law’.

In 2012 we set off on the ‘best practice’ trail. In 
2013 our continuing focus will be on the survival 
and growth of your business under the new regime. 
The path to the implementation of the FCA is steep, 
but we are already on the way to ensuring our 
industry is well prepared for the climb, and has its 
sights on the top. 

After a sell out event last year, we have introduced 
an additional conference, dealing exclusively with 
the high profile activity surrounding the payday 
lending arena. You are welcome to join us for either 
or both summits. We will be taking bookings from 
May onward. To register your interest, and avoid 
being left at base camp:

email: events@ccta.co.uk
call: +44 (0) 1274 714959

Graham Haxton-Bernard 
Head of Legal Compliance 
and Regulatory Policy

Leeds, Thursday 6 June
London, Thursday 30 May
There are less than 250 working days to go until the implementation of the new Financial 
Conduct Authority (FCA). The FCA will view your business through a supervisory lens, now is 
the time to get your company future proof before the change.

Our CCTA Briefing Days are designed to keep you abreast of details as they emerge, and 
to equip you with the information you will need to ensure a smooth transition to the new 
regulator. They will include speakers, case studies, and an overview of our ‘Journey to The FCA’ 
training course. All delegates will receive a copy of the presentation.

Open to members and their guests, the meetings will begin at 10.00 a.m. and conclude at 
4.00 p.m. A networking lunch and refreshments will be provided. Delegate rate £95 + VAT.

To register your interest email: events@ccta.co.uk or call: +44 (0) 1274 714959



Member News

Leading business law firm, DWF, continues to invest in its 
national banking & finance team, with the lateral hire of partner 
John Perez. 
John, who previously held the position of partner and head of 
lender services at Chafes Solicitors LLP, has over 12 years 
experience in the motor finance sector and is highly regarded 
within the industry. This appointment will strengthen DWF’s 
national asset finance team and expand the firm’s existing 
motor finance recovery team.
John commented: “The DWF banking & finance team is 
renowned for its exceptional work across the UK and has a 
particular niche in all aspects of motor finance. The move to 
DWF will see the transfer of all our lender clients and I am keen 
to explore the opportunities DWF will bring.

CCTA member, the Car Finance Company, have won a national award 
for excellence in providing consumer car finance and customer 
service. At a time when some financial institutions have faced 
scrutiny and public criticism, The Car Finance Company has bucked 
the trend with their transparent, informative and ethical approach. 
Managing Director & Founder Mark Smith said: “We have become one 
of Britain’s biggest specialised car finance providers in just five years. 
Whilst the company has been nationally expanding and recruiting 
heavily to meet demand for our new finance product, we are 
delighted that we are still delivering a first class, customer focused 
service during this challenging time.”
Mark was presented with the ‘Consumer Credit Team of the Year’ 
award at the 2013 British Credit Awards held at the London Hilton 
Park Lane Hotel on February 6. 

DWF Bolsters Asset 
Finance Offering

Car Finance Company Scoops UK 
Consumer Credit Team of The Year
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Motormile Finance has purchased Kilmarnock based 
debt collection agency Mercantile Recovery Solutions 
in a deal finalised on 18th January 2013. 
The resulting deal saw Motormile, the Leeds based debt buyer, purchase 
most of MRS’ debt portfolios as assets, after expressing interest in the 
portfolios it owned, which comprised of payday loan debts. The remaining 
books and the company were bought in a separate transaction, as some of 
the portfolios could not be sold immediately without creditor consent.

Barnaby Page, owner and Director of Motormile Finance comments “When 
we heard MRS was intending to close its doors, we expressed a strong 
interest in purchasing its owned debt book, in performing preliminary due 
diligence, it turned out not all debt books could immediately be disposed 
of outside MRS. As such we took the opportunity to purchase the company 
as an entity with the view of developing it as MMF’s outsource placement 
sister company. Michelle Moore Motormiles’s current director of outsource 
services and Board Director of the CSA, will be appointed to the board of 
Directors of MRS and will lead the development of MRS into a vehicle to 
service MMF’s outsourcing requirements.”

In January 2013, leading logbook loan provider Mobile Money 
became the first lender to be audited against the requirements 
of the Code.

“Mobile Money is committed to being a responsible lender and 
we were keen to be the very first audit subject” said Simon 
Furnival, Operations Director of Mobile Money. “I believe the 
Code of Practice is good for both the customer and the industry 
and we fully support it. I was very pleased that the CCTA 
accepted the invitation for us to be the first logbook lender to 
be tested against it”.

The audit, conducted by an independent auditor together with 
representatives from both CCTA and OFT, tested Mobile Money 
on its ability to provide evidence of:

• written business practices and procedures and adherence to 
the overarching principles of consumer protection

• training employees in the requirements of the Code of 
Practice and the monitoring and management of its training

• advertising compliance, both online and offline

• ensuring adequate explanations are given to customers on 
the features of the product and the bill of sale 

• assessment of affordability and suitability of the loan

• written business practices and procedures for dealing with 
customers in arrears

• complaint handing process and an escalation procedure to 
CCTA and Financial Ombudsman Service.

“I was delighted that our investment in and 
commitment to staff training and ongoing 
monitoring was particularly recognised.” 
Simon continues, “It was important that we 
could demonstrate extensive and detailed 
policies and procedures which are compliant 
with the CCTA Code Practice and OFT 
Guidance. 

What Next?

Having been the first logbook lender to fully 
embrace self regulation, Mobile Money looks 
forward to other lenders demonstrating their 
commitment to the Code of Practice. In the 
future, Mobile Money would like to see the 
FCA build on the work of CCTA and the OFT 
and go beyond simply endorsing the Code of 
Practice by placing a requirement on all bill of 
sale lenders to abide by it.

In response to the consultation on the use of bills of sale for consumer lending, the 
Government announced in 2011 that the ‘Bill of Sale’ consumer credit industry would 
be self regulated, working to a Code of Practice drawn up in conjunction with CCTA.

CCTA member, Cabot Credit Management (CCM) has been ranked 95 
in The Sunday Times Top 100 Best Companies to Work For 2013, 
in the mid sized company category.

The listings were published on Sunday 3rd March, and to enter the 
company was subject to an employee survey as well as an evaluation 
of its key statistics, people processes and policies.

Neil Clyne, Group Chief Executive Officer, Cabot Credit Management, 
said: “Engaging our people in the business has always been central to 
our strategy, but to be recognised as one of the Top 100 Companies 
to work for is a wonderful accolade.”

Best Companies and The Sunday Times have been running this listing 
since 2000 and every year the list of entries builds, making this a 
competition that every organisation wants to be involved in. Best 
Companies compile lists of companies in each three category sizes; 
small, mid size and big which The Sunday Times publish. 

CCTA member, LendingMetrics, announced phase 2 of its expansion of 
its Dynamic Application Search provision. Over the past 18 months since 
its launch DAS has integrated its services with nearly 50 short term credit 
providers in the PayDay and instalment loan sector and has amassed a 
database of over 28 million records. Until now the vast majority of these 
lenders have also been customers of Laps-IT the sister company to lending 
metrics, but following a substantial investment and significant overhaul to 
the service, LendingMetrics is now inviting lenders from the wider lending 
community to experience the DAS service via a comprehensive suite of APIs. 
Managing Director of LendingMetrics David Wylie commented “The OFT 
recently confirmed that short term lenders must take substantive measures 
to improve the quality of their compliance and in particular they must lend 
responsibly after making proper affordability checks. DAS offers lenders 
a unique real-time view on their applicant and often reveals consumers 
who are potentially descending into the very spiral of debt that the OFT is 
seeking to eradicate.”

Cabot Credit Ranked 95 in the Top  
100 Best Companies To Work for

Buy the book...

LendingMetrics to release 
DAS to the wider market

On the
right track...
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The New Platform of Choice for Consumer Finance 

DPR’s award-winning origination and servicing technology is now available to consumer finance providers, delivering 
unbeatable efficiency, compliance and ease of use for all types of secured and unsecured credit. 
 
From product design, funding and distribution to online applications, process automation and reporting, DPR’s 
modern suite of software components and tools delivers best-of-breed functionality right across the board, helping 
drive down costs and giving you the competitive edge. 
 
Make sure you’re on the right platform. Visit www.dpr.co.uk to find out more. 
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Publication of the much awaited OFT compliance report on payday lending 
sent shock waves across the industry. The report makes grim reading 
as it catalogues significant compliance and legal failures, including poor 
internal processes and practises and a lack of staff training. It also raises 
some fundamental challenges around existing lenders’ business models 
and whether these are sustainable. This later point may well lead to many 
lenders looking to exit the market before the FCA takes over in April 2014, 
and in this context the report must be seen as a watershed moment for 
the sector. 

What is also striking about the challenges faced by lenders is the increasing 
importance and role modern technology platforms will have, both in terms of 
helping them to resolve many of these current challenges and in supporting 
the development of their business models to encompass broader financial 
solutions and services for their customers. Scrutiny of the sector will continue 
to intensify, especially around compliance monitoring and reporting and the 
costs of acquiring and servicing customers will increase.

Modern technology platforms which offer flexible components can also 
be configured to orchestrate and drive staff activity to mitigate errors and 
manage consistency of approach, addressing one of the criticisms of the 
OFT around training and complaints handling. This capability delivers a 
number of benefits to lenders, by improving the consistency and efficiency 
of how staff operate and importantly allowing them to demonstrate to 
the regulators how their process and practises are being applied in the 
operational environment, on a day to day basis. 

Whilst there are clearly issues that need to be addressed by lenders, these 
are not insurmountable. Having read the Bristol University Report into high 
costs credit and looking at the size of this sector at £2.2 billion, there are 
still significant opportunities for lenders with the strategy, resources and 
technology platforms in place.

A study by UK payday loan site http://www.opendoorloan.co.uk has 
revealed that UK online searches for the term ‘payday loans’ slowed 
to its lowest levels since 2007. While experiencing 500% growth 
between 2007 and 2012 the study revealed a sharp slowdown in 
search growth in 2012 of just 5%.

Open Door Loan Marketing Director, Jeffrey Abraham commented: “It 
seems clear from the search data that the payday loan sector in the UK is 
starting to mature. December 2007 to 2011 saw incredible growth of 
120% year on year with 2012 levelling off at 5% growth.”

The study also looked at key demographic trends. Manchester tops the 
list for online payday loan searches closely followed by London, Liverpool 
and Newcastle. Newport tops the Welsh list closely followed by Swansea 

and Wrexham. And for Scotland, Hamilton tops the list followed by Falkirk 
and Dundee. A breakdown of payday loan applications by age shows 
some interesting results with 46% of all applicants being over the age of 
37, and nearly 20% of all applicants being 50 years of age or older.

Data collected over the past 3 years also reveal a close match between 
men and women applying for payday loans, with men at 52% and 
women at 48%. However, men default more frequently on loan 
payments than women with 55% of all defaults by men.

Jeffrey Abraham went on to comment “With the UK economy struggling 
to make gains and further austerity measures being planned by the 
Government we expect to see moderate growth within the payday sector 
of 10%-15% for 2013.”

Get your 
ducks in a row...

Members Only

David Patel 
Managing Director

Publication of the OFT Payday Lending Report 
A watershed moment for Payday Lending 

Payday Loans come of age…



Motor Stats

HPI Receipts 
Summary 

As the Chancellor hangs up his red box  
for another year, London based tax experts, 
Baker Tilly have put together a list they 
consider the interesting issues from  
Budget 2013:
• the 20% corporation tax rate will make 

the UK a tax haven in the eyes of many 
developed economies. This will inevitably 
affect the Chancellor’s international status 
as he attempts to tackle multi-national tax 
avoidance 

• demographic tables show that the middle 
quintiles have fared better than high or low 
earners since 2010/2011. The squeezed 
middle is not so squeezed after all

• high-value property owned via companies, 
the inclusion of many reliefs for commercial 
arrangements is welcomed, but the 
continued filing requirement for all situations 
only adds to the burden of administration

• the £10,000 personal allowance will take 
around 2.5 million more people out of the 
income tax net

• extending the tax break under Seed EIS for 
those willing to invest in the smallest of 
trading companies should be helpful, now 
we need a way to ensure that those seeking 
investment can find those who are willing to 
invest

• the employment allowance is good news, 
but will encourage employers to fragment 
existing businesses and start new ventures 
in new companies. We can expect this to 
be blocked. The simple allowance may not 
be so simple after all

• inheritance tax changes which were not 
forewarned or consulted on are likely to 
catch a wide range of innocent situations. 
After recent years of sensibly consulting on 
a variety of tax changes, it is a disappointing 
return to old way of hurriedly introducing 
badly thought out legislation

• the Government’s idea of giving employees 
shares worth up to £50,000 in exchange 
for employment rights has been made 
more palatable in the Budget by offering an 

income tax exemption on the initial transfer 
of shares up to £2,000. It might work for 
entrepreneurial people joining SMEs, but 
only if the House of Lords can be persuaded 
to accept the new employee-shareholder 
status

• a new ‘John Lewis’ style employee share 
ownership vehicle is envisaged, with tax 
relief for owners who sell a controlling 
interest into it. Details are non-existent 
and even the outline is vague, but the idea 
sounds attractive for certain types of owner

• ahe company car is to be hammered again, 
but at least employers have three years’ 
notice of the change and will be able to 
plan their green transport policy accordingly

• commuters in the South East (including 
numerous senior civil servants, no doubt)  
will be pleased to see the limit on tax-free 
season ticket loans doubled to £10,000 
in April 2014.
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 TOTAL MARKET TOTAL MARKET
  YEAR TO DATE

CATEGORY  NEW USED TOTAL NEW USED TOTAL

PASSENGER CAR 2013 369911 255557 625468 737156 647884 1385040 
                                       2012 273307 222596 495903 549981 574735 1124716
 % Change 35.35 14.81 26.13 34.03 12.73 23.15

LIGHT COMMERCIAL VEHICLE 2013 21582 10753 32335 40079 28253 68332 
                                       2012 11841 8396 20237 26287 23930 50217
  % Change 82.27 28.07 59.78 52.47 18.07 36.07

HEAVY COMMERCIAL VEHICLE +3500 2013 2333 1562 3895 5809 4572 10381 
                                       2012 2616 1433 4049  8362 4304 12666
  % Change 10.82- 9.00 3.80- 30.53- 6.23 18.04-

COACH 2013 189 297 486 519 937 1456 
                                       2012 327 360 687 603 917 1520
  % Change 42.20- 17.50- 29.26- 13.93- 2.18 4.21-

MOTORCYCLE  2013 5137 2327 7464 10229 5764 15993 
                                       2012 5618 2378 7996 10540 5506 16046
  % Change 8.56- 2.14- 6.65- 2.95- 4.69 0.33-

MOTOR CARAVAN 2013 618 128 746 1027 286 1313 
                                       2012 488 109 597 983 209 1192
  % Change 26.64 17.43 24.96 4.48  36.84 10.15

TOURING CARAVAN  2013 2566 927 3493 5829 1880 7709 
                                       2012 1982 879 2861 5043 1885 6928
  % Change 29.47 5.46 22.09  15.59  0.27-  11.27

 STATIC CARAVAN  2013 249 21 270 453 68 521 
                                       2012 166 30 196 272 97  369
  % Change 50.00 30.00- 37.76 66.54 29.90- 41.19

AGRICULTURAL TRACTOR  2013 1204 607 1811 2514 1441 3955 
                                       2012 1137 502 1639 2706 1183 3889 
  % Change 5.89 20.92 10.49 7.10- 21.81 1.70

MISCELLANEOUS 2013 11583 6119 17702 26967 15565 42532 
                                       2012 12099 5470 17569 29184 14882 44066 
  % Change 4.26- 11.86 0.76 7.60-  4.59 3.48-

Grand Total 2013 415372 278298 693670 830582 706650 1537232 
 2012 309581 242153 551734 633961 627648 1261609 
 % Change 34.17 14.93 25.73 31.01 12.59 21.85

General Stats

Every Day in the UK

A move in the housing market...

UK Personal Debt

277 people are declared insolvent or 
bankrupt every day (based on Q4 2012 
trends). This is equivalent to one person every 
5 minutes 12 seconds.

1,374 Consumer County Court Judgements 
(CCJs) are issued every day (based on Q4 
2012 trends). The average value of a 
Consumer CCJ in Q4 2012 was £2,615.

Citizens Advice Bureaux in England and 
Wales dealt with 8,308 new debt problems 
every working day during the year ending 
September 2012.

57 new people a day became unemployed 
for over 12 months during the year ending 
December 2012.

The average new car costs £18.33 per  
day to run.

28.2m plastic card purchase transactions 
were made every day in December 2012 
with a total value of £1.387 billion.

1,585 people a day reported they had 
become redundant between October and 
December 2012.

Public Sector Net Borrowing (excluding 
financial interventions) was -£11.4bn in 
January 2013 (a repayment), meaning 
that the Government repaid an average 
of £368m per day during the month 
(equivalent to £4,256 per second).

154 mortgage possession claims are issued 
and 111 mortgage possession orders are 
made every day.

84 properties are repossessed every day 
(based on Q4 2012 trends).

It costs an average of £29.02 per day to 
raise a child from birth to the age of 21.

426 landlord possession claims are issued 
and 297 landlord possession orders are 
made every day.

The UK population is growing by an 
estimated 1,342 people a day.

7.7m cash machine transactions were 
made every day in January 2013 with a 
total value of £291m.

Outstanding personal debt stood at £1.422 
trillion at the end of January 2013.

At the end of January 2013, individuals 
owed nearly as much as the entire country 
produced during the whole of 2012.

Outstanding secured (mortgage) lending 
stood at £1.265 trillion at the end of January 
2013. This is up from £1.248 trillion at the 
end of January 2012.

Outstanding unsecured (consumer credit) 
lending stood at £158 billion at the end of 
January 2013. This is down from £160 
billion at the end of January 2012.

Average household debt in the UK (excluding 
mortgages) was £5,988 in January. This is 
up from a revised £5,955 in December.

Average household debt in the UK (including 
mortgages) was £53,972 in January. This is 
up from a revised £53,948 in December. 

The average amount owed per UK adult 
(including mortgages) was £28,957 
in January. This is up from £28,944 in 
December, and was around 117% of 
average earnings.

Average consumer borrowing (including 
credit cards, motor and retail finance deals, 
overdrafts and unsecured loans) per UK adult 
was £3,213 in January. This is up from a 
revised £3,195 in December.

The estimated average outstanding  
mortgage for the 11.3m households that 
carry mortgage debt stood at £112,071  
in January.

UK Banks and Building Societies wrote-off 
£4.5 billion of loans to individuals over the 
4 quarters to Q4 2012. In Q4 2012 itself 
they wrote-off £999 million (of which £469 
million was credit card debt) amounting to a 
daily write-off of £10.92m.

The Office for Budget Responsibility (OBR) 
predicted in December 2012 that total 
household debt will reach £1.997 trillion in 
Q1 2018. This would mean that average 
household debt would reach £75,769 
(assuming that the number of households in 
the UK remained the same between now and 
Q1 2018).

Net lending by UK Banks and Building 
Societies rose by £0.6 billion in total in 
January 2013. Net secured lending rose 
by £0.1 billion in the month. Net consumer 
credit lending rose by £0.4 billion.

Based on January 2013 trends, the UK’s total 
interest repayments on personal debt over a 
12 month period would have been £60.1 
billion. This is equivalent to £165 million per 
day. This means that UK households would 
have paid an average of £2,282 in annual 
interest repayments.

34

House purchase lending recorded its highest January total 
since 2008, according to new data released by the Council 
of Mortgage Lenders. Despite a seasonal monthly fall, house 
purchase lending increased by 11% compared to January last 
year. Driving this increase, first time buyer and home mover 
activity rose compared to January last year, while remortgage 
lending was still 23% lower than at the start of 2012.

House purchase lending

Continuing the underlying trend for increased house 
purchase lending, January marked the best start to a year 
since 2008, when 47,800 loans were advanced.

Both first-time buyer and home mover lending contributed 
to the rise in January compared to the same time last 
year, but the increase in lending to first time buyers was 
proportionately higher.
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Chart 3 
Average transaction values 
Three-month moving average

Chart 4 
Average monthly expenditure 

Debit cards Credit cards All plastic cards

Chart 1 
Spending on plastic cards 
Year-on-year growth rates

Chart 2 
Percent of retail sales made on plastic  
cards (including automotive fuel)
Three-month moving average

12 months moving average
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Card Expenditure Statistics [CES] – January 2013

At a glance key figures for January 2013
Total 

spending
Number of 
purchases 

£ billions millions

Annual growth
rates for
spending

2013 2012 2013 2012 2013 2012 

42.6 42.0 4.5% 2.8% 869 856

29.7 29.0 5.8% 3.6% 667 657

12.9 

All plastic cards

Debit cards

Credit cards 13.0 1.5% 1.1% 202 199

High Street Banking Statistics [BBA] – March 2013

1CES 3-month moving average spend of £21.5 billion expressed as a percentage of a similar 3-month moving 
average for National Statistics ‘All retailing including automotive fuel’ (J5A3) that gives a figure of £29.2 billion. 

The reporting population changed with effect of January 2011. This distorted the year-on-year growth rates, which 
are based on a rolling twelve month period. This distortion ceased in December 2012.

Annual Growth Rates

-8%

-4%

0%

4%

8%

12% mortgages unsecured lending
personal deposits non-financial companies

-1

1

3

5

7

9

11

13

£ 
bi

lli
on

s

Gross borrowing, net borrowing
and capital repayment

gross borrowing

capital repayment

net borrowing

BBA statistics director, David Dooks said:

“ Banks continue to support household borrowers, providing 
almost £8 billion of mortgage lending in February. But 
low interest rates allow homeowners more scope to 
increase repayments on their mortgages and reduce the 
outstanding amount.”

“Annual growth in unsecured borrowing on credit cards and 
personal loans has edged up over recent months, albeit 
remaining subdued.””

Personal deposits rose by 6.1% over the year to February.

Net mortgage borrowing from the banks grew by 0.1% in the year to February.

The outstanding level of unsecured borrowing contracted by 0.9% over the last 
year. Within that, credit card borrowing rose by 6.7% but was more than offset by 
a contraction of 6.6%.in personal loans and overdrafts.

Gross mortgage borrowing of £7.8bn in February was above the recent 
monthly average.

Historically, the difference between gross borrowing and capital repayment 
produced positive net borrowing data each month. With lower levels of gross 
borrowing and high capital repayments being maintained as a benefit of interest 
rates remaining low, net borrowing gradually reduced to a flat balance through 
much of 2012.

Plastic card spending in January amounted to £42.6 billion spread over 
869 million purchases. This represented a slight decrease of less than one 
percentage point on both volumes and values (compared to December), but 
a respective increase of 1.5% and 2.3% on November 2012. It is likely 
continued strength in post-Christmas spending was driven by promotions on 
offer in the January sales.

However the annual growth rate in spending on all plastics slowed down, 
falling from 5.2% to 4.5% with growth rates for debit and credit at 5.8% and 
1.5% respectively. Growth rates on volumes were significantly higher at 7.5%, 
8.1% and 5.4% for all plastics, debit and credit respectively - a likely reflection 
of the increasing prevalence of online spending.

Despite a monthly fall of 1.4% to £21.5 billion in total retail sales spending, 
some components within this sector registered growth. Other retailers and 
mixed business grew by 1.1% and 0.7% to £3.3 billion and £2.1 billion 
respectively – most likely driven by promotions in the January sales. Monthly 
spending on services decreased by 0.4% to £21.1 billion; with vehicle sales 
& services up by 15% to £2.7 billion and financial services up by 3.6% to 
£5.0 billion. The increase in the financial services sub-sector was due to self-
assessment tax payments.

The plastic card share of total retail sales (including automotive fuels)1 was 
73.7% in January. In the food & drink and automotive fuels sub-sectors, this 
share stood at 67.1% and 89.7% respectively.
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Go mobile
Currently, almost 40% of the UK population 
are smartphone users (60% in the 25-34 
age range) and demand the ability to 
service accounts using mobile devices on 
a 24/7 basis. This growing demographic 
of technologically comfortable consumers 
are often referred to as ‘Generation Y’ or 
‘Generation Now’ and expect to receive service 
at any time regardless of traditional ‘operating 
hours’. In addition, this pace of change in 
mentality is accelerating with the increasing 
take up of devices and omniscient networks. As 
generation Y continues to drive the adoption of 
mobile internet, credit providers need to adapt 
to changing patterns in behaviour and rethink 
service offerings. Over the next 12 months, 
lenders will need to place an increasing focus 
on developing mobile offerings that enhance 
the customer experience to engage with this 
new generation. 

Think multi-channel
Today’s multi-channel customers are 
increasingly time poor and tech savvy so 
demand the ability to service their accounts 
across multiple channels in order to gain 
access to the information they need, 
whenever they need it. 
To gain a competitive edge, lenders will need 
to enable customers to access self-service 
support across a range of the online power 
channels including email, on-line chat, SMS, 
web portals, twitter and other social media 
to ensure these multi-channel customers are 
catered for. In addition, as the online channels 
become more important to the day to day 
operations of financial institutions, credit 
providers will need to invest in IT platforms 
on a regular basis, or outsource services to 
a specialised technology partner, so that the 
customer experience can quickly evolve in line 
with changing demands. 

Think about the bottom line 
By adapting to the rise of multi-channel 
customers, organisations will be able 
to deliver benefits back to the business. 
Optimising systems to generate a single view 
of the customer will allow lenders to identify 
any trends in behaviour. Organisations can 
use a digital blue print of previous financial 
products and behavioral profiling to ensure 
customers are targeted with tailored 
offerings, at the right time and through the 
optimum channel to maximise target reach 
and boost customer loyalty.

The importance of customer service
Ultimately, in an economic environment 
where interest rates are low and funding 
costs vary, the margins that lenders are 
able to secure are thin. As a result, credit 
providers need to be able to introduce 
measures that lower operating costs, increase 
competiveness and reduce the cost of credit 
across multiple channels. Ensuring that 
customers can self service accounts and use 
new technologies as part of the customer 
experience, means lenders can redirect 
resource to other areas of the business, 
reducing churn and decreasing new customer 
acquisition costs to help make the overall cost 
of credit cheaper. 

The rise of mobile technology 
within the credit industry
The rise of digital natives entering the market-place means that more customers have 
grown up with an inherent understanding of technology and demand the ability to 
access credit services and customer support across multiple channels. Richard Carter, 
chief executive officer of Nostrum Group, provides his top four tips on what changes 
credit providers can make to meet customer’s expectations. Richard Carter 

Nostrum, Chief Exceutive

Secure, compliant  
and now mobile.

www.nostrumgroup.com @NostrumGroup 

nostrum is dedicated to providing highly compliant, innovative 
systems and outsourcing services to the instalment lending 
market, allowing our customers to succeed in delivering 
operational and customer service excellence. we harness 
our technology, processes and people to help our clients 
revolutionise their lending business. with ever evolving 
developments and new channels to market, we can help  
you to future proof your lending technology. 
 
To find out more, speak to one of our experts on  
0844 8118 039 or visit www.nostrumgroup.com

View it with 1  download 
the app at get.
layar.com now.

2  open the 
app and press 
the ‘tap to 
view’ button

3  discover 
an amazing 
extra layer 
of content

“ To gain a competitive edge, lenders will need to enable customers to access 
self-service support across a range of the online power channels including 
email, on-line chat, SMS, web portals, twitter and other social media...”
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