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The problem and how it affects clients. 
 

 

The behaviour of some payday loans companies is causing many problems and 
considerable upset for a lot of local people. Many of these companies are acting unfairly, 
causing debt and misery across our community. This comes nine months after 90% of 
payday lenders signed up to a Good Practice Customer Charter. 

 

Dundee CAB still regularly advises clients whose lenders have acted in breach of that 
Charter. For example, we see clients who have made reasonable repayment offers that 
have been turned down, and clients who have had money taken from their accounts without 
any warning. We've also heard about lenders who are harassing clients with multiple phone 
calls and text messages each day and at inappropriate times of night. All of this goes 
against the Charter the payday lenders signed up to. In other words, the lenders are 
breaking the rules. 
 

 

Payday loan companies and the Good Practice Charter 
 

 

Dundee CAB has had many cases of payday loan companies failing to comply with the key 
commitments that were laid out in the Good Practice Charter. 

 

“Act fairly, reasonably and responsibly in all our dealings with you.” 
 

 Client had gone online looking for a loan and had found a site called Finance Facility. 
The client had not realised that this site charges customers £69.95 per month for 6 
months to contact other loan companies on the customers behalf and inadvertently 
signed up for this service. On realising this, the client tried to cancel however was told 
this was not possible. The details of the membership fees were detailed in the terms 
and conditions but there was no information on their home page about this cost. 

 

 Client went online to enquire about the possibility of a short term loan and without 
realising signed up to two brokers who began taking money out of her account although 
she had not signed up to a loan. Loans Direct took a £69.75 membership fee and Loans 
Plus More took a fee of £69. 

 

“Always notify you by email, text, letter or phone at least 3 days(1) before attempting to 
recover payment using continuous payment authority on the due date. This notice will ask 
you to contact us if you are in financial difficulty and cannot repay.” 

 

 Client took two loans of £60 from the Cheque Centre however has since become 
unemployed and is therefore struggling to repay. The Cheque Centre has been taking 
payments from the clients account almost daily which has resulted in him going into his 
overdraft. The Cheque Centre has been informed of the client’s problems but has not 
offered any assistance or arranged an alternative repayment plan and added a £30 
admin fee on each loan after one payment request was rejected. 

 
 

“Check whether loan is suitable taking account of your circumstances.” 
 

 Client is a student and has around £4500 worth of debts. These debts include a 
student overdraft, catalogue debt, credit card debts, in addition to payday loans.
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 Client forced to sell house to avoid repossession and took out payday loans to help with 
financial problems. Client then lost job and was unable to repay and as a result built up 
bank charges as the payday loan company used continuous payment authority to take 
the money. 

 

“Not pressurise you to enter into any loan agreement or to extend (‘roll over’) the term of 
your existing loan agreement.” 

 

 Clients were given two payday loans that they knew they could not afford to repay. They 
feel the loans were ‘dangled like a carrot in front of them’ and a doorstep lender 
‘emotionally blackmailed them to borrow more by saying that their kids were missing out 
on things’. 

 
“Carry out a sound, proper and appropriate affordability assessment and credit vetting for 
each loan application and before the loan is extended (rolled over), to check you can afford 
the loan.” 
 
 Client went online to apply for a payday loan, then opened an internet banking account 

As soon as the loan was credited to her account she immediately spent it on online 
gambling websites. She has over £5000 worth of debts including 5 payday loans and an 
overdraft. 
 

 Client works 20 hours a week and had existing debts, including money owed on credit 
cards and other bank debts. Including a payday loan he has around £2500 worth of 
debt. He is struggling to repay and had previously signed up to a debt solution service 
but could not keep up repayments. 

 

Problems facing clients in Dundee 
 
The majority of clients coming to Dundee CAB about payday loan cases are facing similar 
problems.  

  

   
 

Breakdown of cases: Jan-June 2013 
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Client profile 
 
Of the clients who sought advice on payday loans between January and June 2013: 

 
 62% were male 

 50% were aged 18-24 

 50% were in full time employment 

 77% had other debts in addition to their payday loan. 
    

 

Loan Rates 
 

Comparative examples of a £500 loan paid back over 3 months: 
 

Lender APR* Amount to pay 

Credit Union 26.8% £530.00 

Community Finance Initiative 156.62% £562.06 

Payday lender 1971% £704.41 

 
Comparative rates of APR for loans of up to £1000: 

 
 

  

*The term APR (annual percentage rate of charge) describes the interest rate for a whole 
year rather than just a monthly fee/rate. This are commonly applied on loans, mortgages, 
credit cards, etc. 

  

Type of Credit APR 

Arranged Overdraft (1) 19.3% 

Personal Bank Loan (2) 22.9% 

Credit Union Loan (3) 26.8% 

Credit Card (4) 29.8% 

Guarantor Loan (5) 49.9% 

CDFI Affordable Loan 
(6) 

91.2% 

Door Step Loan (7) 399.7% 

Payday Loan (8) 5853% 

Sources for APR values, all values are representative 
as advertised 
 
[1]

 Barclays Bank Account Agreed Overdraft – 
www.barclays.co.uk 
[2]

 Royal Bank of Scotland Personal Loan – 
www.rbs.co.uk 
[3]

 Capital Credit Union – www.capitalcreditunion.com 
[4]

 Aquis Visa Card: Credit building for those with poor 
credit, rate variable – www.aquis.vanquis.co.uk 
[5]

 Amigo Loans – www.amigoloans.co.uk 
[6]

 Scotcash Community Development Finance 
Initiative – www.scotcash.net 
[7]

 Provident Local – www.providentpersonalcredit.com 
[8]

 Wonga.com – www.wonga.com 
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What to do if you’re struggling to repay a payday loan 
 

 Your payday lender should accept a repayment offer which is reasonable. 

 Don't be pressurised to extend your loan - it will cost you more. 

 It's not ok for your lender to ring you during the night or more than once a day 
chasing you for money, or to contact your employer. 

 You should be able to get in contact with your payday lender. 
 

If you are having these problems you can do something about it: 
 

 Make a complaint by filling in our simple checklist at s, etc.www.adviceguide.org.uk 

 Get advice from adviceguide.org.uk, or from the Citizens Advice consumer service 
(08454 04 05 06) or your local bureau 

 Make a complaint about a payday loan direct to the Financial Ombudsman Service 
consumer helpline on 0300 123 9 123 or 0800 023 4567 or via email 
complaint.info@financial-ombudsman.org.uk 

 

Dundee CAB advice tips if you are in financial difficulty and considering 
a payday loan 

 
Get help with your money troubles - your local bureau can provide debt advice and help 
you sort out your finances. By making a few changes you may be able to avoid taking out a 
short-term loan. 
 

 

Consider all options - it is important to consider all the other options available to you 
before taking out a payday loan as they are expensive and could make your money 
problems worse. 
 

 

Not suitable for long term money troubles - pay day loans can be a costly way to deal 
with short term financial problems and are not suitable for long term money troubles. 
 

 

Find out about credit unions – a loan from a credit union is more affordable. Find out more 
about credit unions in your area here: http://www.findyourcreditunion.co.uk/home  
 

The Discovery Credit Union is located next to Dundee Citizens Advice Bureau at Central 
Library, Wellgate Centre, Dundee. 

 
 

Bank overdrafts - if you have a bank account, you may be able to agree an overdraft. But 
be careful of becoming overdrawn without permission and make sure you understand any 
fees and charges. 
 

 

Don’t use payday loans to pay off other debts - if you are thinking about taking out a 
payday loan to pay off other debts, don't. Instead, speak to the companies you owe money 
to and agree a repayment plan. You can get help with debts from 
www.adviceguide.org.uk/scotland 
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