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In trod uction 

This report is to inform members of the situation regarding Farepak Food & Gifts Ltd. 

Background 

On 13 October 2006, Farepak Food & Gifts Ltd went into administration, leaving many thousands of 
customers out of pocket after they had paid money into the company for vouchers or hampers for 
Christmas. The company operated what was effectively a Christmas savings club, with money being 
paid in during the year and being exchanged mainly for vouchers redeemable at high street stores 
just prior to the Christmas period. 

This type of business is not regulated by any type of organisation such as the Financial Services 
Authority. Customers’ savings are treated as deposits on goods to be supplied by the Company and 
are not protected in any way. Those savers who have lost money will be treated as unsecured 
creditors by the Administrator, and are unlikely to receive more than a few pence for every pound 
they have paid in. 

Considerations 

Companies such as Farepak offer a community based way of saving for Christmas. Customers pay 
money into the business though agents who are often friends, relatives or work colleagues. Many 
people find this a convenient and disciplined way to save, particularly those on low incomes or if they 
do not have access to other forms of financial facilities such as bank or building society accounts. 
Although no interest is earned on the money, it is a responsible form of saving that in effect only 
gives access to the funds when the vouchers are issued. 

Farepak had been collecting customers’ money through agents since the beginning of the year right 
up until the time when the company went into administration. In previous years Farepak had been 
able to arrange for the vouchers to be distributed by a company called Choice Gift Vouchers before 
they had to pay for them, even though they already held all their customers money. In turn the high 
street stores did not invoice Choice Gift Vouchers until some months later. However following the 
collapse of that company early in 2006, the high street retailers were owed some f55m and now 
wanted payment in advance for the vouchers. This caused a funding crisis at Farepak’s parent 
company European Home Retail, which already had a significant overdraft facility with its bankers 
HBOS, and its shares were suspended in August. 

Farepak continued trading and receiving savings from customers up until Administration was applied 
for in the High Court on 13 October 2006. By this time most customers had paid in the majority of 
their deposits and would have been waiting for the distribution of vouchers. Earlier in that month the 
other companies within the European Home Retail Group had been sold for f34m. The 
Administrator for Farepak from BDO Stoy Hayward has indicated that unsecured creditors such as 
the company’s customers are unlikely to receive more than a few pence in the pound. 
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3.4 It is difficult to establish the total number of customers who have paid money into Farepak. The main 
contact with the Company was through the 25,000 agents who held the records, and no central 
database was in existence. Initial estimates had suggested that around 150,000 customers had 
invested f40m in the company but other reports have suggested the figures could be higher than 
this. The Trading Standards service has dealt with a number of enquiries through its consumer and 
money advice centres from NLC residents and staff who have lost money through the collapse of 
Farepak. In addition advice has been available for telephone callers and internet users from 
Consumer Direct Scotland. Customers and agents have been advised on their legal position and to 
register their claim with the Administrator. A copy of the Consumer Advisor Alert distributed by the 
Trading Standards service through the Consumer Support Network is attached as Appendix A. 

3.5 The Minister for Trade, lan McCartney, has announced that the Department of Trade & Industry 
Companies Investigation Branch will be conducting an investigation along with the Administrator into 
the reasons for the failure of Farepak. He has also announced the setting up of a Farepak Response 
Fund run by the independent Family Fund Charity to assist customers of the Company who have 
lost money. HBOS, Tesco, Argos and other businesses have made contributions to this fund. 

3.6 There have been a number of claims and counter claims by both the Directors of Farepak and 
HBOS as to the responsibility for the failure of the company. Jim Devine, MP for Livingston, has 
asked the Commons Scottish Affairs Committee to question Sir Clive Thompson, Chairman of 
Farepak’s parent company European Home Retail, and that company’s bankers HBOS. There have 
been calls for greater regulation of companies in this sector, but no announcement on this is likely 
until the report of the DTI investigation is published. In the meantime the Office of Fair Trading has 
been asked to work with the Financial Services Agency to look at the regulatory framework in this 
area. 

3.7 In the future people are likely to have less confidence in this type of organisation and its benefits as 
a method of saving. Greater awareness and participation in initiatives such as Credit Unions are 
essential in encouraging saving and providing greater security for consumers’ money in order to 
prevent people getting into debt or being prey to loan sharks. Current projects being undertaken by 
the Council following the allocation of Scottish Executive Financial Inclusion Funding will assist in 
these areas. 

4. Corporate Considerations 

4.1 The recommendations are consistent with policy ands there are no personnel, legal or financial 
implications. 

5. Recommendations 

5.1 That the sub committee notes the contents of this report. 

p David-M. Porch 
DIRECTOR OF PLANNING AND ENVIRONMENT 

For further information please contact David Roderick, Trading Standards Manager on 01 236 61641 5. 
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North Lanarkshire Consumer Support Network Appendix A 

Consumer Advisor Alert No. 30/2006. 

17 October 2006 

Farepak Food and Gifts Limited . 
Latest information: 

- Farepak Food and Gifts Limited of Westmead Industrial Estate Swindon went into administration 
on 13 October 2006. This means that the company is insolvent and cannot afford to pay its 
suppliers. 
* The company has announced that customers will not receive hampers, vouchers or gifts. 
. The company will not be sending out refunds. 
- The administrators will investigate what assets the company has. Customers MAY receive some 
of their money back but it will definitely not be a full refund. 
. If customers do receive any money back it will not be for many months - almost certainly not until 
after Christmas. 
. Anyone owed money by the company should notify the administrators of their claim as follows: 
o by post - Kings Wharf, 20-30 Kings Road, Reading, Berkshire, RGI 3EX 
o by email - customer.claims@farepak.co.uk 
o bv fax - 01 793 60601 2 

Farepak customers’ money is covered by a bond but the Hamper Industry Trade Association tell 
us that the bond is not sufficient to cover all monies owed to Farepak customers. 

Advice to Customers: 

- Don’t pay any more money to the company or your agent 
. If you pay by Direct Debit cancel this with your bank immediately 
. Don’t send any paperwork to the company- keep it safe as it is your proof of what you have paid. 
If you are asked to hand over paperwork at a later stage only hand over photocopies. 

If your agent has collected money from you but has not yet paid it over to the company they 
should give it back to you and amend your book to show it has been returned to you. 

If your hamper cost more than €100 and you made even part-payment on a credit card you may 
be entitled to a refund from your credit card company. Contact Consumer Direct Scotland on 
08454 04 05 06 for more advice. 
- If you have any outstanding choice vouchers these will no longer be accepted by stores. The 
amount of any unused choice vouchers will be added to any claim you have against the company. 
- Our current understanding is that any other vouchers that you have (i.e. not Choice Vouchers) 
are still valid and can be used. 
- For further advice call Consumer Direct Scotland on 08454 04 05 06 

Advice to Agents: 

- If you are holding money that you have collected from customers do not send it to the company. 
- Any money you are holding for customers should be handed back to those customers and their 
payment book should be signed to show the money has been returned. 
. Keep your paperwork safe and up to date - do not send it to the company at this stage. If you are 
asked to send your paperwork make sure that you keep copies for your own records. 
. You will not receive any more commission. Your claim for commission will be part of your claim 
against the company. You may receive some of this money back when the company’s assets have 
been dealt with by the administrators. 

Keeping up to date: 

. Check the company’s website for latest information: www.farepak.co.uk 

. Alternatively call Consumer Direct Scotland for advice on 08454 04 05 06 
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. 
Advice for customers considering buying hampers in future: 

3 There is always a risk in paying for anything up front. 
- Reduce the risk by choosing a company that is bonded (but remember that a bond might not be 
sufficient to pay back all or any of your money if your hamper company does go into 
administration). 

protection by paying on a credit card (but not a debit card). 
If the company takes credit cards and the hampers costs more than f 100 you can get extra 

D Smith 
Team Leader Trading Standards 
North Lanarkshire Council 
Scomagg 
Crosshill Street, Motherwell, MLI 1 RU 
TelOl698 302035 
Email Smit hDu@northlan .qov. u k 
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