Drafting an Advert? Read this first!

The Consumer Credit (Advertisements) Regulations 2004 came into effect on 31 October 2004.  

These regulations take a new approach to determining the content of a credit advert.  The old system of classifying adverts as simple, intermediate or full has been replaced by a more simple trigger system.  If a credit advert contains certain information – the triggers – then it must also show the APR and/or contain all of the information specified in Schedule 2 of the regulations.

The focus of this article is on basic adverts that do not contain any of the triggers and that are therefore only subject to the general requirements governing all credit adverts. 

The irony is that we have to start by looking at the triggers - so that we know what not to say! 

The Schedule 2 triggers

Schedule 2 of the regulations sets out a list of price related information.  

If an advert contains any of the following amounts:

· the amount of the repayments;

· the amount of any other payments or charges (except default charges), e.g. administration fee, documentation fee, compulsory payment protection insurance;

· the total amount payable;

then it must also contain all the Schedule 2 information.  

It is worth noting at this point that the Schedule 2 triggers are duplicated in the longer list of APR triggers (see below).  So if the advert triggers Schedule 2, it will also trigger the APR. 

The APR triggers

If an advert contains any of the following:

· any rate of charge;

· the frequency or number or amount of the repayments, e.g. ‘weekly payments’;

· the amount or a description of any other payments or charges (except default charges), e.g. administration fee, documentation fee, compulsory payment protection insurance;

· the total amount payable;

· an indication that credit is available to persons who may otherwise consider their access to credit restricted, e.g. ‘CCJs no problem’; ‘turned down elsewhere?’;

· an indication that credit is available on more favourable terms than at other times or with other creditors, e.g. ‘low cost loans’, ‘our lowest rate’; ‘best buy’, ‘save money’;

· any incentives, e.g. gifts, cashback, special offers;

then it must also show a “typical APR”.

The last three of these APR triggers are open to interpretation.  What constitutes an “indication” or “incentive” is not clear-cut.  It need not be express, but could appear in any way, such as in the name or address of the business or in a logo - if, for example, it contains the words ‘Low Cost Loans’.  It could even depend on the positioning of the advert within a publication - for example, in a section of adverts headed “non-status” - even if the advert itself is ostensibly trigger free.

Time will tell how the OFT and Trading Standards apply these new rules.  But for now, it may be best to err on the side of caution if you want to be sure that your adverts are trigger free.

Basic credit adverts, with no triggers

So what can go in a basic advert, without activating any triggers?  Perhaps more than you may expect:

· The fact that credit is available;

· The type of credit, e.g. cash loan, shopping voucher, unsecured loans;

· The amount of credit;

· The minimum and/or maximum amount of credit;

· The period over which credit is available, e.g. ‘loans up to 30 weeks’;

· Your address (provided this is not a trigger - see above)

· Your logo (provided this is not a trigger - see above);

· The CCA Member logo;

· Other, non-credit related information, e.g. a description of any goods or services.

And what rules apply?  Perhaps surprisingly, very few:

· The name of the advertiser must be stated.  This should be the name under which you are licensed by the OFT;

· The advert must use plain and intelligible language;

· The advert must be easily legible (or, if oral, clearly audible);

· Certain expressions - ‘overdraft’, ‘interest free’, ‘no deposit’, ‘loan guaranteed’, ‘pre-approved’, ‘gift’, ‘present’, ‘weekly equivalent’ or similar expressions - must not be used, unless certain conditions are satisfied (as set out in Regulation 9);

· The advert must not be false or misleading.

The upshot is that the new rules allow more scope for promoting your business with a basic advert than the old rules on simple adverts did!

