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About Citizens Advice 
 
The Citizens Advice service provides free, independent, confidential and impartial advice 
to everyone on their rights and responsibilities. It values diversity, promotes equality and 
challenges discrimination.  
 
The service aims:  
 
 to provide the advice people need for the problems they face  
 to improve the policies and practices that affect people’s lives.  

 
The Citizens Advice service is a network of nearly 400 independent advice centres that 
provide free, impartial advice from more than 3,500 locations in England and Wales, 
including GPs’ surgeries, hospitals, community centres, county courts and magistrates 
courts, and mobile services both in rural areas and to serve particular dispersed groups.  
In 2011/12 the Citizens Advice service in England and Wales advised 2.03 million people 
on 6.9 million problems. 
 
Since April 2012 we have also operated the Citizens Advice Consumer Service, formerly 
run as Consumer Direct by the OFT. This telephone helpline covers Great Britain and 
provides free, confidential and impartial advice on all consumer issues.  
 
 

Responses to consultation questions 
 
Q1. Do you have any views on the PRS consumer credit model, the potential 
benefits and risks to consumers and the interaction between OFT, BIS and 
PhonepayPlus regulations? 
 
We agree that there are clear additional risks to consumers from the PRS consumer credit 
model in credit brokerage in addition to those that we see in other credit brokerage 
models.  
 
While the behaviour of many firms in the consumer credit market as a whole causes 
consumer detriment, the upfront nature of the PRS charges under this business model 
constitute a unique risk of consumer harm and it is proportionate to take steps to prevent 
it. 
 
We agree with the approach proposed, to reflect the new OFT and BIS guidance whilst 
adding additional protection for consumers which are specific to the risks presented by the 
PRS consumer credit market.  
 
We do however note that one of the PhonepayPlus proposals covers the same issue but 
goes beyond an element of the OFT credit brokerage guidance regarding telephone lines 
for customer care purposes. The OFT require that a non-PRS number should be provided 
within the first minute of the call for any subsequent contact whereas PhonepayPlus have 
proposed requiring that consumers be provided with a freephone number for this purpose. 
Non-PRS and freephone are not necessarily the same thing, although the draft prior 
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permissions certificate reflects only the OFT guidance. It would be helpful to clarify 
whether using a freephone number or other non-PRS number is at the discretion of credit 
brokerage providers. 
 
 
Q2. Do you have any views on the new conditions we are proposing for 
transparency around rates of interest charged and their impact on either consumers 
or providers? Please provide any evidence to support your views. 
 
There is a clear and persuasive argument in favour of obliging PRS credit brokerage 
services to advertise the average loan APR in their promotional material, particularly given 
the up front way in which consumers are charged for their services. This would ensure 
consistency with other forms of credit brokerage. If PRS credit brokerage providers are not 
obliged to do this, the first point at which a customer could be made aware of the average 
loan APR would be during the first phone call, at which point they are already being 
charged and PRS credit brokerage providers would arguably be at an advantage when 
compared with other credit brokers.  
 
Similarly, we welcome the proposal to require that the average repayment cost per £100 
be included in promotional material. For short-term loans this is often a more easily 
understood illustration of the borrowing costs than APR. 
 
We also welcome the explicit inclusion in the draft prior permissions certificate of the new 
industry Charter of best practice from BIS regarding borrowing costs. While consumer 
credit firms who are members of the four payday lender trade bodies will to an extent 
already be bound by this, its inclusion in the prior permissions certificate means a failure to 
meet those obligations would lead to losing the right to operate a PRS based service, thus 
severely damaging their business model. We believe this dramatically increases the 
likelihood of it being observed. 
 
If any customers are deterred from phoning a PRS based credit broker as a result of being 
made aware of the average loan APR and cost per £100, we would consider that to be an 
informed consumer choice and one which the industry could have no reasonable 
complaint about.  
 
 
Q3. Do you agree with our assessment that publishing the average acceptance rates 
of lenders will help consumers to make an informed decision? Please provide any 
evidence to support your views. 
 
We agree that publishing the average acceptance rates of lenders will help consumers to 
make an informed decision.  
 
 
 
Q4. Do you have any views on the impact this may have on PRS-based providers? 
Please provide any evidence to support your views. 
 
It seems likely that this would have an impact on the revenues of PRS based providers. 
We acknowledge that the prior permissions regime requires credit brokers using PRS to 
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refund upfront charges if no loan is arranged or the loan is cancelled under statutory 
consumer rights but the low rate of refunds suggests PRS credit brokers are profiting from 
consumer ignorance. This is not an acceptable business model. 
 
 
Q5. Do you have any views on the new condition we are proposing for the price 
transparency of calls and its impact on consumers and providers? Please provide 
any supporting evidence. 
 
In other models of credit brokerage, consumers should be more aware of how much they 
will pay as a brokerage fee before they pay it (in theory – sharp practice by some means 
this is not always the case). With PRS based services the consumer has less certainty 
about how long the call from which the fee is derived will last, how much it will cost per 
minute and how much it will cost in total. Once a consumer is on the phone to a PRS 
based provider, there is an added disincentive to hanging up if the call is taking longer 
than they expected since it means no loan will have been arranged and the cost of the 
phone call will have to be reclaimed. Refund rates are low, partly because consumers do 
not always request them, and given that firms are able to keep £5 to cover administrative 
costs it still represents a net loss.  
 
Transparency about the cost of calls before making the call is a welcome additional 
measure on top of being provided with this information at the beginning of any phone call.  
 
Upfront transparency about the cost of calls may deter some consumers from calling, 
leading to a reduction in revenue for PRS based services. However, we fail to see how 
revenue generated by consumers’ lack of awareness of information which could easily be 
provided to them should be protected. 
 

A client who had left her details with a broker was contacted by a premium rate 
based consumer credit company who asked her to call an 0906 number which, she 
was told, would not cost more than £1 per minute. She was then asked to make a 
second call to another premium rate number, although she was told she would have 
her call costs refunded if she was not successful in her loan application. Having 
been turned down, she was struggling to pursue the trader for reimbursement.  

 
 
Q6. Do you have any views on the new conditions we are proposing around the total 
number of calls and their impact on consumers or providers? Please provide any 
supporting evidence. 
 
We welcome the new condition on the total number of calls, reflecting the OFT guidance 
that calls to the main brokerage service must not exceed one call. This is in any case a 
necessary requirement given the related requirement that callers must be provided with a 
‘standard rate’ number for customer care purposes, which in itself anticipates the 
implementation of Article 21 of the Consumer Rights Directive in the forthcoming 
Consumer Bill of Rights.  
 
As noted earlier, there seems to be a contradiction between the OFT guidance on using a 
non-PRS number and the PhonepayPlus proposal to require a freephone number for the 
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same purposes. Only the OFT guidance is reflected in the draft prior permissions 
certificate.  
 
The situation on this point may become more complicated with the implementation of 
Article 21 of the Consumer Rights Directive, which willl be transposed into UK legislation 
by the end of the year.  This bans customer care helplines that charge more than the basic 
rate. Exactly what ‘the basic rate’ means in practice is yet to be ironed out by BIS but we 
would argue that it means an 01, 02 or 03 number. This is rather more specific than ‘non-
PRS’ although we would have no objections to PhonepayPlus applying a condition that the 
service must be via a freephone number given the near certainty that such calls will shortly 
become free to call from mobiles. .   
 
 
Q7. Should PhonepayPlus consider introducing new measures to improve refund 
rates for eligible consumers? 
 
Q8. Do you have any views on what steps could be taken to improve the current 
refund rates? 
 
The very low rate of refunds is concerning and we agree that it suggests a lack of 
transparency and consumer understanding about the availability of refunds, as well as the 
means of claiming a refund and the way in which claims are processed. As such we 
welcome the proposed measures to make the refund provisions clear to consumers at the 
beginning of the call.  
 
While we believe this will help improve the rate of refunds we do not expect that it will 
sufficient to resolve the issue. We would support the idea of automatic refunds for eligible 
customers as well as making the refund provisions clear in any promotional material. 
 

A client who received a marketing text asking if she was interested in a loan 
contacted the broker on an 090 number but was not successful in her application for 
a loan. She was told she could have a refund if she sent her phone bill to them 
showing the, in her case, £38 charge. She did this and was then told it would take 
45 days to receive the refund. The client was extremely upset at not having been 
told the wait would be so long and she was also concerned that she had no 
paperwork or contract with the trader to prove her case.  
 
A client who had applied for a loan through a well known home credit provider 
received a text message saying “Contact me ASAP – I have good news about your 
loan.” When he called the original lender back he was asked to call a credit broker 
on an 09 number and was charged over £30 for the call. The adviser felt it had the 
hallmarks of a scam and the client was unlikely to get their money back. 

 
 
 
 
Improving the speed of refunds is also desirable.  
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A client reported applying for a loan via a PRS credit broker who asked for an £80 
upfront fee but no loan was forthcoming. When the consumer asked for a refund 
she was told it would take 45 days. 

 
 
Q9. Do you agree with our impact assessment? If not, why not? 
 
We agree that the impact of the proposed measures will be to reduce the revenue 
generated by PRS based credit brokers but consider this to be an inevitable consequence 
of addressing the consumer detriment present in the market. Reductions in revenue are 
never a justification not to act to prevent consumer detriment, nor is it defensible to 
operate a business model which depends on consumer confusion and a lack of 
transparency. 
 
 
Other comments 
 
Current economic conditions are providing fertile ground for unscrupulous credit 
businesses and fraudsters and the problem is set to grow much worse. Tighter regulation 
is needed to limit the opportunities for these unscrupulous firms and the proposals for PRS 
based services are an important part of that.  We also believe there is a compelling case 
for a ban on cold calls to shut this gateway to scams. 
 
Responsibility for overall consumer credit regulation will pass to the new Financial Conduct 
Authority in 2014. PhonepayPlus will need to ensure that the proposed rules around PRS 
credit brokerage services are carried forward into the new regulatory regime. 
 
 
Other providers  
 
While the proposals detailed in the consultation document relate specifically to PRS based 
credit brokers, there is a case for extending provisions to all consumer credit services 
which operate on PRS.  
 
We appreciate there is an distinction between consumer credit services who rely on a PRS 
telephone line as an intrinsic part of their service and those who use one to provide 
customer services but is not an intrinsic part of their offering, but the risk of consumer 
detriment is sufficient to justify further investigation.  
 
We also see consumer credit services using 0871, 0872 and 0873 numbers, including 
some which invite initial calls and applications via these numbers. While those ranges are 
not subject to the same prior permissions regime as 09 numbers, it is still possible for 
consumers to run up significant phone bills even at 10p per minute.  
 
 
 
 
 
Dubious marketing practices 
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Among the cases we found in the Citizens Advice Consumer Service data there was a 
recurring theme of unsolicited texts and consumer information being traded. This is part of 
a wider issue which is not specific only to the PRS based market, but given the additional 
up-front risk of consumer detriment present we feel there is an urgent case for provisions 
in the prior permissions regime regarding unsolicited communications. While the legal and 
regulatory landscape regarding unsolicited communications is complex, there is a case for 
a ban on cold calling entirely or at least a requirement that the DMA code of practice be 
followed. Ideally firms would be required to document the consent to be contacted that is 
required under the Privacy and Electronic Communications Regulations.  

 
A client called the consumer service to advise on what seemed to be a scam text he 
had received from a PRS based credit broker implying that his loan application had 
been successful. The client had made no loan applications and was concerned that 
other people might fall for it.  
 
A client received a number of texts reading “Please ring me ASAP regards to your 
loan agreement with [trader].” When he phoned the premium rate number to let the 
trader know they had their information wrong and that he had no loan agreements 
with anyone he was informed it was a marketing text before being asked if he would 
like a loan. 
 
A client who had applied for a loan elsewhere was contacted by a PRS based credit 
broker and told he had been approved for a loan and just needed to call a premium 
rate number to arrange the loan. Upon calling he discovered he had not been 
accepted for a loan at all and was invited to apply anew. Following a 12 minute call 
at £1.53 per minute he was turned down.  
 
In one very concerning case, a client contacted a PRS based credit broker and was 
told she would be contacted by companies who could offer her a loan. She was 
subsequently contacted by two other non-PRS based brokers who each took £40 
upfront fees via her debit card over the phone for paperwork to be sent to her which 
never subsequently appeared. She was struggling to reclaim the fees from any of 
the traders. 

 
 
 

 
 

 
 


