You must have new credit agreements from 31 May 2005!

The credit agreements that you are currently using will become obsolete, unenforceable, nay illegal, from 31 May 2005!  New regulations come into force that day which, broadly speaking, mean that any contract signed with a consumer before 31 May 2005 can be in its current form but any contract signed on or after 31 May 2005 must be in a completely new format.  If you do not have new agreements then you will be breaking the law.

Actually there are two sets of new regulations which affect your agreements.  Firstly there are The Consumer Credit (Disclosure of Information) Regulations 2004.  These require that before any of your customers are presented with a contract you must give them a separate document headed with the words pre-contract information.  In this document you have got to supply specific information and a summary of the key features of your products on offer so that your customers can use them to compare products with others in the market so that they can select the best one for their needs.  This document must be separate from the agreement although it could be in the same folder or pack.  All the information and wording on the document must be of equal prominence apart from headings, and your customers must be able to take away and keep the pre-contract information document.  

Now we have The Consumer Credit (Agreements)(Amendments) Regulations 2004 which change both the content and the layout of your credit agreements.  These regulations set out the order in which information has to appear on your agreements, statements of protection and remedies and details of signature boxes.  All agreements will have to show a total charge for credit, the rate of interest and a statement explaining how and when interest charges are calculated.  If you use running account agreements then you must calculate on the assumption that a credit limit is £1,500 unless a lower amount is known.  It also has to be assumed that the credit will be repaid over a period of one year in twelve equal monthly instalments.  The fact that this may not accurately reflect the actual amount of a loan or the repayment period or frequency is irrelevant! 

The regulations also get rid of small print!  This is because they stipulate that all terms and conditions will have to be in the same size print as any other information on the contract apart from headings, trade names and the names of the parties to the contract.  There also has to be a wealth warning on the contract: Missing payments could have severe consequences and may make obtaining credit more difficult.  Finally both on the pre-contract information and the contracts themselves there has got to be information about early settlement.  This has to show the customer how much it will cost to settle the agreement early one quarter, one half or three quarters of the way through the contact.

Yes, there are a lot of changes, they are extremely technical and it will be very easy to make a slip up!  However help is at hand.  The CCA will be producing pre-contract information and new contracts in time for you to start using them on 31 May 2005.  All CCA members are very strongly advised to ensure that they use CCA documentation from 31 May 2005 onwards unless they are taking specialist legal consumer credit advice to produce their own.  It will be extremely difficult for an amateur to produce a legally correct credit agreement which means that if you do not comply completely with the new regulations your agreements will be unenforceable.

Contact Steph the CCA office on 01244 312044 to find out how to obtain your supplies of the new documentation in good time. 

