[image: image1.jpg]Salford City Council




ENVIRONMENT DIRECTORATE


REPORT TO  Lead Member
Consumer Credit Act – Illegal Money Lenders
1.0.
BACKGROUND
1.1
A Department of Business Enterprise and Regulatory Reform (BERR) funded Illegal Money Lending Team has been established within Birmingham Trading Standards.  The Team now operates across England.  This report seeks approval for Salford City Council to authorise Birmingham City Council to investigate and institute proceedings against illegal money lenders operating within the Salford area.  The cost and risks of action will lie with Birmingham City Council
2.0.
REPORT 
2.1
The Trading Standards Service has a duty to enforce the Consumer Credit Act 1974.  The Act is based on a licensing system and consumer credit businesses operating in the UK must possess an appropriate licence issued by the Office of Fair Trading (OFT).  The OFT must be satisfied that an applicant for a Consumer Credit Licence is a fit and proper person and licenses can be revoked where the licensee has acted inappropriately.  Unlicensed operation of a consumer credit business is a criminal offence with a maximum penalty of £5,000 and/or up to two years imprisonment.
2.2 Illegal money lending covers a range of activities, from persons that are actually licensed but are acting unlawfully, to the extreme of Loan Sharks offering cash loans without being licensed at all.  Loan Shark activity is characterised by deliberate criminal fraud and theft, with extortionate rates of interest on loans that mean borrowers face demands for payments of thousands of pounds more than they borrowed and can often never pay off the loans.  Borrowers who fail to pay or refuse to pay can be subject to intimidation, theft, forced prostitution and other extreme physical violence.

2.3 An Illegal Money Lending Team has been established within Birmingham Trading Standards, funded by BERR.  The Team investigate illegal money lending activity, establishes if a person exists and, if so brings to justice those persons carrying on this activity.  The team now operates across England.

2.4 The potential benefits to Salford are significant.  Salford Trading Standards, like most local authorities, is not able to provide the level of specialist resource to provide this function.  This resource can bring benefits in providing support to vulnerable consumers and tackling crime.
3.0
Objectives of the Illegal Money Lending Project
3.1
The first objective of the project is to obtain a clear understanding of the scale and impact of illegal money lending, as well as learning lessons on the best way to enforce. 
· The evidence so far indicates that illegal moneylenders are widespread and prevalent.  They tend to operate in areas that have a high proportion of rented accommodation and target the most vulnerable member of society.

· Evidence shows that illegal moneylenders vary from those who lend £10 over a few days and demand £12 on repayment, to those who provide substantial loans to those looking to set up businesses. Interest rates range from 100% to over 100,000% Annual Percentage Rate.

· Information gathered suggested that illegal money lending is being operated across all sectors of the community.  The majority of people using money lenders are in receipt of income support or benefits and are introduced through word of mouth.  In many of the investigations it has been established that the moneylenders resort to intimidation and violence in order to secure payment.  Other common traits include: adding indiscriminate charges, targeting single mothers and introducing payment through sexual favours.
3.2
The second objective is to create a climate where victims can come forward – confident that prosecutions will be undertaken, and convictions obtained, without fear of reprisals.

· Effective branding and publicity of the pilot project has meant extensive promotion of the aims of the project and work of the team, within both the local and wider community.  Evidence suggest that this has been achieved because it can be evidenced that victims are willing to contact the hotlines, and to provide further evidence to help achieve prosecutions.

3.3
The third objective is to change the perception amongst those lending that illegal money lending is rarely prosecuted.

· A proactive media campaign is ongoing in those areas that have successfully targeted criminals.  Engaging the media promotes the work of the team and raises public awareness.

3.4
The fourth objective is to develop ways of providing more support for the victims following the removal of money lenders.

-
It has been noted that victims often need more than simple money advice and so face-to-face advice is considered the most helpful way forward and is the route normally adopted.  The Illegal Money Lending Team through Financial Inclusion Officers, offers money management to all victims of moneylenders who contact them for active and assistance.  Partnership working is recognised as being essential in this aspect of service provision.

4.0
Delegation
4.1
Expansion of the scheme into Salford requires formal delegation of functions to carry out investigations and take proceedings under the Consumer Credit Act.

4.2
It is proposed that the delegation will continue until 31st March 2011 with a view to extending the arrangement if successful.
4.3
To provide clarity the attached draft protocol sets out the processes and practices to enable Birmingham City Council officers to undertake investigations and legal proceedings.

4.4
This delegation does not prevent Salford Trading Standards from undertaking the function and the City Council will remain accountable for the function.  The Assistant Director for Regulatory Services will maintain oversight of the arrangement and report  back to Lead Member, if required.

5.0
Resources Implications
5.1
There are no financial implications for Salford City Council as a result of this proposal.  All major costs will be funded by HM Treasury.  Incidental costs in providing a work base for officers operating in Salford will be contained within the Trading Standards budget.

6.0
Legal Considerations
6.1
Any prosecutions will be undertaken by Birmingham City Council with no liability for costs to Salford City Council

7.0
Conclusion
7.1
This proposal, if agreed will add to the City Council’s resources and will enable Salford Trading Standards to have access to a team of highly trained experts from the Illegal Money Lending Team (IMLT).

This area of law enforcement requires specialist resources, expertise, techniques and facilities, which Salford Trading Standards, in line with most authorities, would not otherwise have access to.  Members of the IMLT include officers with high level training and expertise in surveillance techniques, as well as security operations.

The recommendations will support performance of the Authority’s duty in relation to enforcement of the provisions of the Consumer Credit Act 1974.

8.0
Recommendation

8.1 That Lead Member agrees to the delegation of the function of enforcement under 
Part III of the Consumer Credit Act 1974 to Birmingham City Council to enable them to investigate and institute proceedings against illegal money lenders operating in Salford as set out in paragraph 4 of this report.
8.2 That the Deputy Director be authorised to enter into a “Protocol for Illegal Money Lending Team Investigations” with Birmingham City Council regarding processes and practices in relation to this arrangement and approve minor alterations, as required. 


Ron Pennington

Assistant Director (Regulatory Services)       
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