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Purpose of Reporthtroduction 

The Committee will recall that at the February meeting it supported the Trading Standards view on DTI 
consultation on proposed changes* in the Consumer Credit industry. 

The Trading Standards Service together with the Office of Fair Trading oversees the credit industry via 
enforcement powers under the Consumer Credit Act, 1974. 

This report outlines the changes being made to the principal Act by the introduction of four new sets of 
regulations from October 2004. These changes are in line with the Committee’s recommendations from 
the February meeting. 

Background 

The Consumer Credit Act regulates consumer credit and consumer hire agreements for amounts up 
to f25,000. Its protections apply to agreements between traders and individuals, sole traders and 
partnerships, but not agreements made between traders and corporate bodies such as limited 
companies. 

The Act lays down rules covering: 

. . credit advertising . . . extortionate credit bargains 

the form and content of agreements 

the method of calculating the Annual Percentage Rate (APR) 
the procedures to be adopted in the event of default, termination or early settlement 

The consumer credit market has changed immeasurably since the assent of the 1974 Act. 

The use of credit by consumers has become the norm giving access to an easier, better lifestyle to 
many, helping match regular income with the irregular demands and risks of modern living, 
notwithstanding that easy access causes problems for a minority. Consumer credit counselling such 
as that provided by our own Debt Counselling Service among others and the Council’s innovative 
schools’ money advice programme will help address many future problems. 

Fairness in lending allows consumers to make informed choices about credit products and it is in 
this area that legislative reform is being targeted. 

* Fair, clear and competitive - The Consumer Credit Market in the 2 1 st Century White Paper 
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The statutory instruments coming into force in October' will provide for consumers obtaining clear 
and detailed information about their credit agreements from lenders before they sign up enabling 
them to compare and shop around for the best deals. 

Excessive charges for settling an agreement early, which 70% of personal loan borrowers do, will be 
replaced with a new fairer system. 

A standard way of calculating the APR for credit cards will be introduced - a key factor that 
consumers use to compare products. The APR will also be required to be more prominent in 
advertisements. 

Considerations 

The new legislation addresses major areas of the credit market overseen by the Trading Standards 
Service but is in line with the previous wishes of the Sub-Committee and the Service. 

Any major changes in legislation places a burden on the Service mainly in terms of training appropriate 
staff and providing timeous information and advice to businesses and consumers. This will be undertaken 
and be met from existing budgets. 

Corporate Considerations 

The recommendation to the Sub-Committee in this report is consistent with policy and there are no 
additional personnel, finance or property implications. 

The Trading Standards enforcement and consumer and money advice functions in relation to the credit 
and debit field contribute to the Council's objectives of social inclusion, health and wellbeing, community 
safety and lifelong learning. 

Recommendations 

That the Sub-Committee notes that the DTI has agreed with its earlier recommendations in respect of 
changes to the consumer credit industry. 

pp David M. Porch 
DIRECTOR OF PLANNING AND ENVIRONMENT 
(21 June 2004) 

Local Government Access to Information Act: for further information about this report, please contact Peter 
Fergie, Trading Standards Team Leader (Enforcement and Projects), on 01 698 302007 
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Consumer Credit (Advertisement) Regulations 
Consumer Credit (Agreement) (Amendment) Regulations 
Consumer Credit (Disclosure of Information) Regulations 
Consumer Credit (Early Settlement) Regulations 
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