Item A3 – Appendix A(i)


Payday Loans Task and Finish Group

9 September 2014 – 5.00pm

Lahnstein Room

Present: 

Cllr Dave Soans (Chair)


Cllr Ellie Manns



Cllr Jonathan West
Also Present: 
Graham Soulsby 
(Deputy Chief Executive) 
John Conway 
(Head of Housing)
David Pope 

(Committee Administrator)

1.  
APPOINTMENT OF CHAIR 

Councillor David Soans was elected as chair of the Task and Finish Group. 
2.  
APOLOGIES
Apologies were received from Councillors David Howes and Shirley Lynch.

3.  
TERMS OF REFERENCE     
Members were asked to note the Terms of Reference for the Task and Finish Group. 
It was noted that the timescale for reporting to Executive Committee would be amended to 10th December so that the findings of the group could first be presented to the Research and Development Committee on 2nd December. 

Members were advised that a useful approach would be to initially consider the scale of the issues affecting the borough. KBC already held information to suggest that the use of payday loans was not a great cause for concern, with other sources of credit such as door-step lending being a far greater problem for some residents. External evidence providers, if invited, would be able to present a clearer indication of the current position in the borough.

Once the scale of the issue had been identified, it would then be possible to examine methods of providing assistance at a local level before considering lobbying to influence national strategy. 
Members agreed that it was in KBC’s best interest to reduce the impact of high-cost short-term credit as those in financial difficulty required more services of the council and crisis support.
Members’ primary concerns for consideration are listed below:-

· How best to advertise and promote alternative means of obtaining credit without resorting to high-interest loans.
· To provide consumers of high-cost short-term credit with information regarding the risks of such borrowing.

· To gain greater understating of the Credit Union, its capacity and the work it undertakes.
4.  
INFORMATION DOCUMENTATION REVIEW     
Members were asked to consider and note the information documents included as appendices to the Terms of Reference.

The group was advised that a consultation had recently been undertaken by the Financial Conduct Authority (FCA) on the proposals for a price cap on high-cost short-term credit. Although the deadline for submission of comments had passed, the organiser of the consultation had advised that should the Task and Finish Group wish to submit comments, these would be received and taken into account. 
A brief presentation was provided by the Head of Housing on the subject of the FCA consultation, providing members with key facts about the market and its consumers.
The group heard that in 2013 a total of 1.6 million customers had taken out 10 million loans with a total value of £2.5billion. The average loan per customer was £260 and customers averaged six loans a years. It was noted that aside from two or three large national companies, high-interest lending was not a particularly profitable business.

Customers taking out loans were younger than the UK average and tended to have lower income than the UK average. The vast majority had no form of savings and 55% of loans were used for everyday expenditure. Approximately half of all service users experienced financial distress as a result of applying for a loan. Nearly two-thirds of users had other outstanding debts aside from the loans. 

FCA proposals included a total cost cap of 100% of the amount borrowed which applied to all interest, fees and charges. Daily interest rates would be limited to 0.8% (currently up to 4% a day) and default fees would be capped at a maximum of £15. 
The introduction of FCA proposals would result in lower prices for borrowers, however some individuals would no longer be eligible for credit although they would be better off than taking out a loan. 

It was AGREED that the group provide the FCA with general comments endorsing the principal of a cap on interest rates and default fees and the principal of sharing consumer data between loan providers. 
5.
EXTERNAL ORGANISATION/EVIDENCE PROVIDER INVITATIONS
The group was asked to agree which external organisations and evidence providers they wished to invite to the subsequent meeting of the group in order to provide information and answer member’s questions. 

After discussion, it was AGREED that the following individuals and organisations should be invited to attend the next meeting:

· Citizen’s Advice Bureau
· Credit Union

· KBC’s tenancy support team
Members were asked to consider what questions they wished to put to the evidence providers prior to the next meeting.

6. 
DATE OF NEXT MEETING
It was AGREED that a potential date for the subsequent meeting should be discussed with group members and mutually convenient date agreed. 
(The meeting started at 5:00pm and ended at 5:50pm)


Signed:…………………………………………………..
Chair
djp
